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Tuesday,  March  22,  1994. 

FOREIGN  AGRICULTURAL  SERVICE,  MARKET 
PROMOTION  PROGRAM 

WITNESSES 

EUGENE  MOOS,  UNDER  SECRETARY,  INTERNATIONAL  AFFAIRS  AND 
COMMODITY  PROGRAMS,  DEPARTMENT  OF  AGRICULTURE 

RICHARD  B.  SCHROETER,  ACTING  ADMINISTRATOR,  FOREIGN  AGRI- 
CULTURAL SERVICE 

CHRISTOPHER  E.  GOLDTHWAIT,  GENERAL  SALES  MANAGER 

STEPHEN  B.  DEWHURST,  BUDGET  OFFICER,  DEPARTMENT  OF  AGRI- 
CULTURE 

INTRODUCTION 

Mr.  Durbin.  Good  morning.  I  want  to  welcome  Gene  Moos  again, 
Under  Secretary  for  International  Affairs  and  Commodity  Pro- 
grams; Richard  Schroeter,  Acting  Administrator  of  the  Foreign  Ag- 
ricultural Service;  Chris  Goldthwait,  General  Sales  Manager;  and 
our  friend,  Steve  Dewhurst,  who  are  here  to  tell  us  this  morning 
about  the  Market  Promotion  Program  of  the  Foreign  Agricultural 
Service.  Mr.  Moos. 

Statement  of  the  Under  Secretary 

Mr.  Moos.  Thank  you,  Mr.  Chairman.  I  appreciate  the  oppor- 
tunity to  review  this  important  program's  contribution  to  U.S.  agri- 
cultural exports,  and  to  summarize  some  changes  that  we  have 
been  making  to  improve  its  effectiveness. 

I  would  like  to  make  several  observations  concerning  the  pro- 
gram, if  I  may.  First,  compared  to  our  other  export  programs  of  the 
Department  such  as  CCC  Export  Credits  and  Public  Law  480  food 
assistance,  our  Market  Promotional  Program  is  a  relatively  young 
program. 

program  EVOLVEMENT 

Because  of  this,  its  potential  contribution  to  U.S.  agricultural  ex- 
port expansion  is  still  evolving.  And  the  program  continues  to  evi- 
dence certain  growing  pains  as  it  moves  on  to  maturity. 

Nevertheless,  FAS  has  made  considerable  progress  in  recent 
years  in  addressing  some  of  the  well-publicized  criticisms  of  the 
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program.  And  program  revisions  have  been  put  in  place  which  will 
ensure  that  the  program  operates  on  a  sound  basis. 

In  that  regard,  we  want  especially  to  indicate  our  appreciation  to 
this  subcommittee  for  the  advice  and  instructions  in  terms  of  your 
concerns  about  the  operation  of  the  program,  and  to  help  us  de- 
velop some  of  the  program  changes. 

I  would  say  in  addition  that  within  the  Department  of  Agri- 
culture and  within  the  Foreign  Agricultural  Service  that  we  con- 
tinue to  review  the  program  in  the  interest  of  continuing  to  try  to 
improve  it  and  perfect  it.  And  we  are  also  in  the  process  of  chal- 
lenging the  private  sector,  the  cooperator  groups,  and  the  MPP  cli- 
ents to  come  forward  with  their  suggestions  on  how  to  improve  this 
program  in  terms  of  its  acceptance,  its  credibility,  and  to  provide 
a  program  that  we  can  both  defend  strongly. 

IMPORTANCE  OF  EXPORT  EXPANSION 

The  second  thing  that  I  would  like  to  highlight  is  the  importance 
of  this  program  to  our  export  expansion  efforts.  Exports  of  high 
value  products  established  another  record  in  fiscal  1993.  And  they 
actually  constitute  the  fastest  growing  component  of  our  U.S.  agri- 
cultural exports. 

ROLE  OF  HIGH-VALUE  PRODUCTS 

Many  factors  contributed  to  this  growth.  But  the  evidence  sug- 
gests that  MPP  certainly  had  a  major  role  in  that  expansion.  Be- 
cause these  trends  are  expected  to  continue,  we  believe  that  MPP 
will  continue  to  play  an  important  positive  role  in  our  export  ex- 
pansion efforts.  And  we  look  forward  to  working  with  you  and  co- 
operating with  you  to  make  this  program  even  stronger  and  more 
credible. 

I  would  like  to  turn  now  to  the  Acting  Administrator  of  FAS, 
Richard  Schroeter,  for  some  additional  comments. 

Statement  of  the  Acting  Administrator 

Mr.  Schroeter.  Thank  you,  Mr.  Moos. 

Mr.  Chairman,  it  is  a  pleasure  to  be  here  today.  We  have  submit- 
ted written  testimony  to  this  subcommittee.  So  with  your  agree- 
ment, this  morning.  I  would  just  like  to  highlight  some  of  the 
points  made  in  that  testimony  this  morning. 

The  Market  Promotion  Program  and  its  predecessor,  the  Tar- 
geted Export  Assistance  Program,  or  the  TEA  Program,  as  it  is 
popularly  called,  have  primarily  helped  U.S.  producers,  processors, 
and  exporters  compete  in  the  fastest  growing  segment  of  U.S.  agri- 
cultural exports — high  value  products. 

HIGH-VALUE  PRODUCTS 

About  80  percent  of  the  funding  from  the  Market  Promotion  Pro- 
gram is  targeted  at  building  U.S.  exports  of  high-value  products, 
most  of  which  I  might  point  out  do  not  benefit  from  other  govern- 
ment direct  funding  programs.  High-value  products  today  represent 
about  two-thirds  of  total  world  agricultural  trade,  which  is  up  from 
54  percent  in  1985.  And  this  share  we  project  will  climb  to  about 
75  percent  by  1998. 


So  clearly,  the  high-value  products  area  is  the  growth  sector  in 
world  agricultural  trade,  and  is  the  future  for  U.S.  agricultural  ex- 
ports. 

EC  COMPETITION 

Now  our  friends  in  the  European  Community  have  focused  on 
this  area  for  many  years.  And  they  still  dominate  this  market  by 
heavily  supporting  the  production  and  export  of  high-value  prod- 
ucts. However,  the  introduction  of  the  TEA  Program,  and  subse- 
quently the  MP  Program,  essentially  marked  a  new  U.S.  policy 
commitment  to  compete  aggressively  in  this  sector  with  a  market 
development  program  that  targets  foreign  consumers  to  create 
long-term  export  opportunities  for  U.S.  agriculture. 

GROWTH  OF  HIGH-VALUE  PRODUCTS 

The  U.S.  now  has  about  a  15  percent  share  of  the  $100  billion 
world  consumer  food  market,  which  is  up  from  about  10  percent  be- 
fore 1985. 

Now  we  all  recognize  that  there  are  a  number  of  factors  such  as 
income  growth,  market  access  improvements,  and  changes  in  ex- 
change rates  that  have  an  impact  on  exports.  Nevertheless,  in  our 
view,  the  trade  data  speak  forcibly  in  favor  of  the  MPP  with  ex- 
ports increasing  impressively  year  after  year  since  1986. 

Since  that  year  with  the  inception  of  the  TEA  Program,  U.S.  ex- 
ports of  high  value  agricultural  products,  which  includes  both 
consumer  oriented  products,  and  intermediate  products,  like  soy- 
bean oil,  after  being  on  a  plateau  for  many  years  have  doubled, 
reaching  a  record  $23.5  billion  in  fiscal  year  1993.  And,  we  expect 
another  record  this  year. 

While  high-value  products  made  up  only  about  one-third  of  total 
U.S.  agricultural  exports  ten  years  ago,  last  year  they  accounted 
for  55  percent.  Moreover,  high-value  products  have  accounted  for 
nearly  all  of  the  growth  in  U.S.  exports  since  1985,  and  have  more 
than  kept  pace  with  global  growth  trends. 

BENEFITS  OF  HIGH-VALUE  PRODUCTS 

I  might  point  out  here  that  these  gains  not  only  mean  benefits 
for  producers  and  exporters,  they  also  mean  more  jobs  for  agri- 
culture and  related  industries.  And  more  jobs,  of  course,  eventually 
create  more  tax  revenues. 

With  the  passage  of  NAFTA,  and  recently  the  successful  conclu- 
sion of  the  Uruguay  Round,  U.S.  agriculture  faces  a  changing  world 
trading  environment  as  export  subsidies  decline  and  new  markets 
open. 

COMPETITION  ACTIONS 

In  coming  years,  there  is  going  to  be  more  interest,  we  believe, 
by  our  competitors  in  indirect  forms  of  assistance  to  increase  agri- 
cultural exports,  and  particularly  high-value  products. 

And  I  think  that  it  is  worth  pointing  out  here  that  promotional 
assistance  in  the  context  of  the  Uruguay  Round  is  not  considered 
to  be  an  export  subsidy. 


So,  we  reasonably  expect  that  because  of  this  exemption  of  pro- 
motional assistance  from  disciplines  in  the  Uruguay  Round  and  the 
success  of  the  MPP,  that  our  competitors  are  likely  to  increase 
these  forms  of  assistance  in  coming  years. 

PARTNERSHIP 

As  we  examine  the  MPP,  I  suggest  that  we  keep  these  facts  in 
mind.  In  my  judgment,  this  program  represents  the  kind  of  govern- 
ment/private sector  partnership  that  policy  makers  have  long  held 
up  as  a  model  of  what  the  U.S.  needs  to  be  doing  to  succeed  in  the 
international  marketplace.  That  is  to  have  a  coordinated  coopera- 
tive strategy  for  export  expansion. 

But  having  said  this,  this  does  not  mean  of  course,  as  the  Under 
Secretary  said,  that  the  program  cannot  be  improved.  As  we  all 
know  so  well,  the  MPP  is  not  a  program  that  has  languished  in  ob- 
scurity and  inattention.  In  response  to  the  concerns  of  Congress, 
and  I  must  say  numerous  and  continuing  recommendations  by 
GAO,  and  at  our  own  initiative,  we  have  continued  to  take  steps 
to  strengthen  and  improve  the  integrity  and  the  effectiveness  of 
this  program. 

Most  recently,  we  issued  interim  regulations  to  implement  the 
program  changes  made  in  the  Omnibus  Budget  Reconciliation  Act 
of  1993.  These  recommendations  would  make  or  do  make  in  fact 
the  following  changes. 

RECONCILIATION  ACT  CHANGES 

First  of  all,  assistance  would  only  be  provided  to  counter  or  offset 
the  adverse  effect  of  an  unfair  trade  practice  of  a  foreign  country. 
This  requirement,  I  might  point  out,  does  not  apply  to  activities 
conducted  by  small  businesses  operating  through  the  State  Re- 
gional Trade  Groups. 

Secondly,  for  brand  promotions,  our  first  priority  is  to  fund  ac- 
tivities conducted  by  small  businesses. 

Furthermore,  we  will  not  fund  promotion  activities  for  a  specific 
brand  product  in  a  single  market  for  more  than  five  years,  unless 
a  special  determination  is  made  by  the  Secretary. 

For  non-brand  promotions,  program  participants  will  be  required 
to  provide  a  minimum  level  of  contributions  of  no  less  than  ten  per- 
cent of  USDA  resources  expended.  This  minimum  level  had  been 
five  percent.  And  of  course,  in  the  case  of  branded  products,  the  re- 
quirement is  a  50  percent  match. 

Each  participant  will  be  required  to  certify  that  USDA  resources 
will  supplement  but  not  supplant  any  private  or  third  party  funds 
or  other  contributions  to  program  activities. 

Moreover,  we  may  now  require  a  participant  to  contract  for  an 
independent  evaluation  or  audit  of  program  activities.  And,  this 
evaluation  may  not  be  paid  for  with  USDA  funds. 

And  finally,  no  funds  may  be  used  for  activities  related  to  to- 
bacco. 

All  of  these  changes  have  been  incorporated  into  the  interim 
rules,  and  will  be  adhered  to  in  the  allocation  process,  which  is  now 
under  way  for  fiscal  year  1994. 

In  addition  to  these  changes,  I  must  point  out  that  we,  and  I 
think  the  cooperatives,  the  participants,   and  everybody  in  this 


room  probably,  are  fully  committed  to  further  enhancing  the  eval- 
uation process. 

MPP  EVALUATION 

And  I  might  add  here  that  we  have  a  study  under  way  in  FAS, 
another  study,  to  try  to  gauge  the  effectiveness  of  the  MP  Program. 
And  what  we  are  doing  here  is  trying  to  take  out  the  effect  of  ex- 
change rates  to  better  determine  how  effective  MPP  is  in  enhanc- 
ing agricultural  exports.  Hopefully,  that  study  will  be  ready  for  in- 
ternal review  soon.  Then  once  it  is  done,  we  can  provide  that  to  the 
committee  and  other  members. 

These  changes  and  improvements  have  helped  maintain  recogni- 
tion of  the  program's  important  role  in'  agricultural  export  pro- 
motion. We  have  listened,  and  we  have  responded  to  suggestions 
for  improvements.  We  have  worked  hard  to  make  sure  that  the 
MPP  is  tightly  managed,  but  at  the  same  time  point  to  a  results 
oriented  program. 

Our  effort  frankly  has  been  to  execute  a  program  designed  to  ad- 
vance export  growth,  and  to  implement  in  a  way  that  is  user 
friendly  for  small  as  well  as  large  companies. 

Mr.  Chairman,  as  you  know,  generally  in  hearings  on  the  MPP, 
we  supply  a  long  list  of  success  stories.  But  if  you  are  agreeable, 
we  will  leave  that  to  the  following  witnesses  to  supply. 

But  in  concluding  my  testimony  today,  I  would  like  to  express 
one  major  accomplishment  of  the  program  that  is  frequently  over- 
looked. And  that  is  what  the  program  has  done  in  motivating  U.S. 
interests  in  the  export  market  and  on  trade  issues. 

MPP  ACCOMPLISHMENT 

For  most  agricultural  commodities  and  most  products,  we  have 
arrived  at  the  point  where  the  export  market  is  no  longer  looked 
upon  as  a  place  to  just  dump  excess  supplies.  It  is  a  real  market 
for  development,  and  we  must  keep  in  mind  here  that  if  you  look 
at  U.S.  agricultural  exports  and  you  include  all  farm  value  in  these 
exports,  they  account  probably  for  close  to  half  of  the  gross  domes- 
tic product  originating  on  farms. 

In  our  view,  the  MPP  has  played  a  crucial  role  in  this  process 
of  expanding  exports  by  assisting  firms,  many  of  which  otherwise 
might  not  have  participated  in  exports,  to  meet  the  highly  special- 
ized demands  of  consumers  in  many  different  lands. 

DIFFICULT  SELLING  JOB 

But  we  must  always  be  aware  that  we  face  a  tough  sell  today. 
It  is  not  going  to  get  any  easier.  It  is  probably  going  to  get  tougher. 
We  believe  that  the  MPP  has  proven  itself  to  be  a  versatile  tool 
available  to  U.S.  agriculture  in  building  new  markets.  In  particu- 
lar, it  has  helped  U.S.  farmers  and  exporters  position  themselves 
to  take  advantage  of  the  market  opportunities  in  the  most  vibrant 
sector  of  world  agricultural  trade,  which  is  high  value  products. 

We  want  to  maintain  the  focus  and  the  flexibility  of  this  pro- 
gram, so  that  we  can  continue  to  build  on  its  record  of  success. 

Thank  you,  Mr.  Chairman.  We  will  be  glad  to  answer  any  ques- 
tions you  may  have. 


[Clerk's  note. — The  Acting  Administrator  statement  appear  on 
pages  25  through  39. 

VALUE  OF  PROGRAM 

Mr.  Durbin.  Thanks  very  much.  Let  me  first  thank  you  for  your 
appearance  here  today.  At  the  outset,  I  speak  for  myself  and  I 
think  for  many  members  of  the  Subcommittee,  when  I  say  that  we 
believe  this  is  a  critically  important  program.  It  has  been  the  sub- 
ject of  a  great  deal  of  investigation  and  criticism.  And  yet,  I  person- 
ally feel,  having  travelled  and  met  with  the  officials  who  admin- 
ister it  in  the  foreign  trade  offices  and  other  places  overseas,  that 
we  are  naive  to  believe  that  the  United  States  can  withdraw  from 
its  participation  in  this  type  of  program  and  still  be  competitive  in 
world  markets. 

So  I  hope  that  what  I  have  said,  what  this  committee  has  done, 
and  what  we  have  worked  on  behind  the  scenes  will  convince  ev- 
eryone here  that  I  am  dedicated  personally  to  making  certain  that 
this  program  works  and  works  well,  because  I  believe  in  it. 

LACK  OF  FAS  ADMINISTRATOR 

Having  said  that,  Secretary  Moos,  let  me  read  to  you  several  sen- 
tences from  an  Investigative  Report  from  our  Appropriations  Com- 
mittee investigators  when  they  were  asked  to  look  at  the  Foreign 
Agricultural  Service,  and  I  quote. 

"The  Foreign  Agricultural  Service  officials  and  cooperators  ad- 
vised that  the  single  most  important  issue  facing  the  cooperative 
program  today  is  the  void  in  FAS  leadership."  They  described  FAS 
as  a  "rudderless  ship."  FAS  officials  and  cooperators  stated,  "Most 
importantly,  FAS  needs  an  administrator." 

No  reflection  on  Mr.  Schroeter.  They  also  stated,  "FAS  has  had 
a  FAS  career  person  or  acting  person  as  administrator  since  the 
late  1980's." 

When  will  this  end? 

Mr.  MOOS.  Mr.  Chairman,  I  hope  that  it  will  end  soon.  Unfortu- 
nately, as  you  are  aware,  we  are  going  through  a  reorganization  ef- 
fort in  the  Department  of  Agriculture.  A  very  important  reorga- 
nization effort  where  we  are  combining  different  agencies,  shrink- 
ing from  43  down  to  29,  and  changing  the  responsibilities  of  certain 
functions  into  certain  mission  areas. 

One  of  the  concerns  that  the  Secretary  has  had,  as  we  went 
through  this  reorganization,  was  the  need  to  first  make  some 
progress  in  that  reorganization  in  terms  of  mergers  before  we  could 
really  settle  down,  and  pick  the  type  of  person  that  is  needed  to 
lead  that  kind  of  effort. 

The  Secretary  has  hopes  that  if  the  Congress  moves  in  the  next 
few  weeks  or  the  next  month  on  reorganization,  that  we  will  be  in 
a  position  to  announce  a  permanent  Administrator  for  FAS  in  the 
near  term. 

Mr.  Durbin.  I  hope  when  you  say  near  term,  that  we  are  think- 
ing along  the  same  lines.  Because  I  would  like  to  see  this  done  far 
in  advance  of  the  beginning  of  the  next  fiscal  year.  This  Committee 
is  fighting  to  invest  precious  and  limited  funds  in  a  program  we  be- 
lieve in. 


We  would  like  to  see  the  same  level  of  commitment  from  this  Ad- 
ministration, the  President,  and  the  Secretary  in  terms  of  appoint- 
ing an  Administrator  with  a  hard-headed  approach  who  is  going  to 
go  after  promotion  of  agricultural  exports  overseas.  So  I  hope  you 
will  convey  that  message  to  the  Secretary  and  others  in  the  White 
House,  if  you  get  that  opportunity. 

EXCESSIVE  GAO  AUDITS 

Now  let  me  talk  about  the  other  thing  that  we  find  curious  here. 
And  I  want  to  acknowledge  that  my  colleague  Mr.  Skeen  raised 
this  issue  last  year  about  MPP.  And  when  our  investigators  looked 
into  it  and  we  followed  up,  we  have  come  to  the  conclusion  that  the 
Foreign  Agricultural  Service  is  the  most  investigated  program  in 
the  Federal  Government. 

The  General  Accounting  Office  has  in  the  last  four  years  com- 
pleted sixty-nine  separate  reports  on  the  Foreign  Agricultural  Serv- 
ice. Some  of  these  have  been  initiated  by  Members  of  Congress  and 
the  GAO  responds.  Others  are  self-initiated.  I  think  this  is  wretch- 
ed excess.  The  General  Accounting  Office  has  gone  way  too  far. 
This  agency  spends  more  time  talking  to  the  General  Accounting 
Office  than  talking  to  people  overseas  about  the  opportunities  for 
exporting  America's  agricultural  products. 

We  are  going  to  contact  the  General  Accounting  Office,  and  find 
out  what  is  behind  this  kind  of,  I  do  not  want  to  use  the  word  ven- 
detta, but  let  us  say  concentrated  effort  on  their  part. 

I  do  not  know  if  these  investigations  offer  opportunities  for  the 
GAO  to  take  trips  around  the  world.  If  that  is  the  reason,  it  is  com- 
ing to  an  end.  Because  they  have  important  things  that  they  need 
to  do,  and  it  does  not  include  sixty-nine  separate  reports  on  this 
particular  program. 

I  might  say  that  of  all  of  their  investigations.  I  believe  they  have 
found  one  instance  of  fraud  back  in  the  1950's  in  this  department. 
So  we  are  going  to  try  to  bring  this  to  an  end  as  quickly  as  we  can. 

Would  you  like  to  comment  on  that? 

Mr.  Moos.  Well,  I  would  say  thank  you  very  much,  Mr.  Chair- 
man. 

AGRICULTURE  TRADE  OFFICES 

Mr.  Durbin.  Let  me  talk  for  a  moment  about  the  Agriculture 
Trade  Offices,  which  have  been  described  as  the  linchpin  of  foreign 
market  development  activities  overseas.  There  is  a  criticism  that 
the  Foreign  Agricultural  Service  does  not  take  these  offices  as  seri- 
ously as  it  should.  And  it  has  never  come  close  to  its  authorized 
level  of  25  ATOs.  And  it  is  currently  closing  some  without  adequate 
consideration  of  other  cost-cutting  alternatives.  I  would  like  your 
comments. 

Mr.  Moos.  I  am  going  to  turn  to  Mr.  Schroeter  to  supplement  my 
comments  here.  But  basically,  it  is  a  budgetary  problem.  And  there 
is  nothing  we  would  rather  do  than  to  work  and  open  more  ATOs 
around  the  world.  Because  we  think  that  there  are  some  additional 
opportunities  out  there. 

But  unfortunately,  today  we  are  in  the  position  again  of  having 
to  look  at  closing  one  of  our  ATOs,  or  cutting  back  further  on  co- 
operator  program  support.  And  this  is  very  troubling  to  us.  Because 
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from  my  perspective  where  I  am  expected  to  do  everything  possible 
to  increase  our  exports  into  the  world  market,  to  have  my  export 
tools  or  my  domestic  policy  tools  just  being  pulled  back  at  the  same 
time  that  I  am  trying  to  accomplish  that,  creates  a  horribly  difficult 
situation. 

If  we  are  really  going  to  be  serious  about  increasing  our  agricul- 
tural exports,  we  are  going  to  have  to  provide  the  resources  to  do 
that. 

Mr.  Durbin.  I  was  certain  that  was  the  reason.  But  I  am  happy 
to  hear  your  statement  that  you  believe  these  offices  are  important. 
So  we  will  work  to  try  to  find  a  way  to  find  some  resources,  if  we 
can,  for  that. 

Mr.  Schroeter,  let  me  close  with  a  final  question.  This  Sub- 
committee said  several  years  ago  in  our  report  that  we  wanted  the 
Market  Promotion  Program  to  focus  on  several  specific  things. 

MPP  PROGRAM  FOCUS 

First,  that  we  would  not  fall  prey  to  the  criticism  that  we  were 
promoting  the  export  of  anything  other  than  American  agricultural 
products. 

Second,  that  we  would  be  working  toward  value-Added  products, 
so  that  we  would  prove  to  the  American  people  that  this  program 
helps  more  than  just  farmers,  but  help  a  lot  of  people  in  town  who 
work  to  process  goods. 

Third,  that  we  are  going  to  make  certain  that  we  try  to  help 
those  firms  who  are  new  to  export,  acknowledging  the  fact  that 
larger  cooperatives  and  companies  have  a  great  deal  of  experience 
in  this  area.  We  wanted  to  make  certain  that  the  MPP  really  fo- 
cused on  those  new  to  export  to  give  them  a  chance. 

What  has  been  done  under  the  auspices  of  your  administration 
of  this  program  to  meet  those  goals? 

Mr.  Schroeter.  I  think  that  the  goals  that  the  subcommittee  put 
forward  were  very  valid  and  ones  that  we  frankly  agree  with.  In 
terms  of  high-value  products,  as  I  said  in  my  testimony,  about  80 
percent  of  these  funds  are  presently  targeted  for  high-value  prod- 
ucts, and  about  70  percent  are  targeted  for  what  I  would  call 
consumer  oriented  products,  that  is  products  that  are  ready  for  re- 
tail sale  when  they  leave  the  shores  of  the  U.S.  So  I  think  we  have 
met  that  criteria  very  well. 

In  terms  of  the  foreign  content  of  products,  we  do  have  a  50  per- 
cent requirement  at  present.  That  is  products  that  benefit  from  the 
program  must  have  at  least  50  percent  U.S.  content. 

Mr.  Durbin.  Why? 

Mr.  Schroeter.  One  could  argue  that  it  should  be  higher. 

50  PERCENT  U.S.  CONTENT 

Mr.  Durbin.  Why  is  it  50  percent? 

Mr.  Schroeter.  I  guess  the  only  way  I  could  answer  that  is  that 
it  is  a  judgmental  issue.  You  can  make  it  60  percent,  you  can  make 
it  40  percent.  For  example,  if  you  take  a  canned  peach,  the  peaches 
may  be  from  California,  and  the  sugar  may  be  from  wherever.  If 
you  look  at  a  snack  food,  again  the  corn  may  be  from  the  U.S.,  but 
some  of  the  other  products,  the  spices  and  so  forth,  may  be  im- 
ported. 


So  it  is  very  difficult  to  find  that  magical  line  that  you  should 
draw  as  to  what  the  U.S.  content  should  be.  We  picked  a  figure  of 
50  percent. 

Mr.  Durbin.  I  think  that  the  magical  line  that  you  have  sug- 
gested is  way  too  low. 

Mr.  Schroeter.  That  could  be. 

Mr.  Durbin.  Way  too  low.  In  years  gone  by,  I  believe  you  have 
testified  that  there  are  many  people  seeking  MPP  funds,  many 
companies  and  individuals  seeking  them,  far  more  than  you  can 
ever  try  to  satisfy. 

So  it  suggests  to  me  that  we  can  be  a  little  more  selective.  And 
I  think  that  a  50  percent  threshold  is  a  little  hard  to  explain. 

Mr.  Schroeter.  I  would  add  though  that  we  have  a  50  percent 
threshold.  But  in  our  allocation  process,  we  give  preference  to  those 
products  that  have  a  higher  than  50  percent  threshold. 

Mr.  Durbin.  I  am  going  to  need  a  report,  if  you  do  not  mind. 

Mr.  Schroeter.  That  is  factored  into  our  allocation  process. 

Mr.  Durbin.  If  you  do  not  mind,  I  need  a  report  from  you  sug- 
gesting that  threshold,  and  what  percentage  of  your  funds  are 
being  used.  For  example,  50  percent  products. 

Mr.  Schroeter.  It  is  a  fair  question. 

Mr.  Durbin.  Thank  you. 

Mr.  Schroeter.  The  point  is  the  higher  you  put  the  threshold, 
of  course,  the  more  high-value  products  you  are  going  to  leave  out 
of  the  equation  in  the  final  analysis,  and  that  is  a  trade-off  that 
we  all  have  to  discuss. 

Mr.  Durbin.  But  if  the  message  goes  out  to  the  companies  seek- 
ing MPP  funds  to  buy  American,  is  this  a  bad  message  or  an  un- 
reasonable message  for  a  program  where  we  are  literally  subsidiz- 
ing the  promotion  of  this  product  overseas? 

Mr.  Schroeter.  You  have  a  point. 

Mr.  Durbin.  Thank  you. 

Mr.  Schroeter.  I  take  your  point. 

Mr.  Durbin.  All  right. 

Mr.  Schroeter.  But  we  will  supply  you  information  on  that. 

Mr.  Durbin.  I  would  appreciate  that. 

[The  information  follows;] 

MPP  funds  are  only  allocated  to  those  organizations  which  represent  agricultural 
commodities  and  products  of  which  the  U.S.  origin  content  by  weight  is  at  least  50 
percent,  exclusive  of  added  water.  Promoted  brand  products  may  contain  less  than 
50  percent  U.S.  content.  However,  actual  reimbursement  for  brand  promotions  is 
based  upon  the  percentage  of  U.S.  agricultural  commodity  content  of  the  brand 
product  but  may  not  exceed  50  percent. 

We  are  in  the  process  of  developing  a  report  on  the  U.S.  origin  content  issue. 
However,  preliminary  data  from  the  1994  MPP  suggest  that  nearly  95  percent  of 
the  applicants  represent  agricultural  commodities  and  products  of  100  percent  U.S. 
origin.  Moreover,  less  than  20  percent  of  the  applicants  intend  to  promote  products 
which  contain  less  than  100  percent  U.S.  origin  content. 

Mr.  Durbin.  Mr.  Skeen. 

Mr.  Skeen.  Thank  you,  Mr.  Chairman. 

And  welcome  once  again  to  the  arena.  Maybe  if  we  could  take 
$25  million  away  from  GAO  and  put  it  in  the  Foreign  Agricultural 
program,  they  would  not  be  investigating  you  so  often.  And  also, 
you  might  get  a  permanent  Administrator.  I  am  a  little  concerned 
about  that. 
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Mr.  Chairman,  I  think  that  one  of  the  reasons  why  we  have  the 
50/50  match  as  the  magical  line  is  because  we  are  talking  about 
raw  American  agricultural  products  being  processed  overseas. 
Many  times,  the  cost  of  the  raw  agricultural  product  is  so  low,  the 
processing  is  two-thirds  or  90  percent  of  the  cost  of  the  finished 
product. 

Let  me  ask  you  this  question,  is  this  50/50  split  based  on  the  raw 
material  cost  versus  the  processing  cost  or  is  the  50/50  split  based 
on  the  finished  product? 

Mr.  Schroeter.  I  believe  that  is  the  value  of  the  finished  prod- 
uct. 

Mr.  Skeen.  Value  of  the  finished  product. 

Mr.  Schroeter.  As  I  said  before,  it  is  a  minimum.  And  we  do 
try  to  give  preference  to  those  companies  that  have  more  than  50 
percent. 

Mr.  Skeen.  For  instance,  the  Japanese  that  make  underwear  out 
of  American  cotton.  I  would  not  know  how  you  would  come  to  a  50/ 
50  determination,  because  I  am  sure  that  the  processing  costs  are 
much  higher  than  the  original  cost  of  the  raw  agricultural  product. 

Mr.  Durbin.  If  the  gentleman  would  yield. 

Mr.  Skeen.  I  yield. 

Mr.  Durbin.  That  I  think  was  exactly  one  of  the  points  in  the 
Kansas  City  newspaper  story  about  the  use  of  American  cotton,  if 
I  am  not  mistaken,  for  a  Japanese  underwear  company,  and  the 
product  was  sold  in  Taiwan. 

FOREIGN  BRANDS  IN  MPP 

Mr.  Schroeter.  There  were  two  issues  there.  There  was  that 
issue  plus  the  issue  of  using  MPP  funds  to  support  foreign  brands. 
That  was  the  other  issue. 

Mr.  Durbin.  Are  we  out  of  that?  I  thought  we  made  it  clear  that 
we  were  not  going  to  do  that  sort  of  thing  anymore. 

Mr.  Schroeter.  We  are  moving  out  of  that. 

Mr.  Durbin.  I  do  not  like  that  answer.  I  thought  we  made  it 
clear  several  years  ago  that  we  wanted  to  be  out  of  that  business, 
and  we  were  selling  American  products  through  MPP. 

Are  you  telling  me  that  we  are  still  selling  foreign  products  with 
American  content? 

Mr.  Schroeter.  To  my  knowledge,  the  regulations  themselves  do 
not  explicitly  exclude  foreign  brands  from  participating.  But  clearly 
in  the  allocation  process  that  we  have  under  way  now,  our  inten- 
tion is  to  give  greater  weight  for  funding  for  American  brands. 

Mr.  Durbin.  I  do  not  know  if  the  folks  who  are  administering 
this  program  are  listening  to  the  subcommittee. 

Mr.  Skeen.  I  have  a  concern.  This  is  why  I  wanted  to  delve  into 
this  thing  as  to  just  how  they  calculate  this  on  the  finished  product 
basis. 

Are  we  really  subsidizing  foreign  brands  with  American  prod- 
ucts? I  am  delighted  that  we  are  selling  the  American  raw  product, 
because  we  produce  it  better  than  anyone  else.  One  of  our  big  prob- 
lems is  that  we  take  ourselves  for  granted.  We  have  not  gotten  into 
the  world  trade  competition  until  we  had  the  MP  Program,  and  the 
Foreign  Agricultural  Service  has  done  a  fairly  good  job  for  us. 
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We  have  got  a  great  consumer  market  in  this  country,  and  we 
did  not  really  rely  on  exports.  But  we  are  going  to  have  to  get  into 
the  export  business  if  we  are  going  to  expand  our  markets.  And  I 
think  that  we  have  proved  that  with  NAFTA  and  some  of  the  other 
trade  agreements  that  we  have  got  ourselves  into  new  markets. 

EFFECT  OF  $25  MILLION  CUT 

Let  me  ask  you  about  this  $25  million  reduction,  what  does  it  do 
to  your  program  organization? 

Mr.  Schroeter.  Well,  it  makes  it  that  much  more  difficult,  of 
course,  to  do  the  job  that  we  want  to  do  in  terms  of  advancing  and 
enhancing  U.S.  agricultural  exports. 

Mr.  Skeen.  Will  you  have  to  discontinue  programs,  curtail  pro- 
grams, or  what? 

Mr.  Schroeter.  Well,  certainly,  we  are  going  to  be  reducing  the 
number  of  clients,  if  you  will,  who  will  be  eligible.  We  are  also  ad- 
dressing the  advice  and  recommendations  from  this  subcommittee 
in  terms  of  who  should  be  eligible.  But,  we  will  also  have  to  cut 
back  a  certain  percentage  on  the  support  for  all  of  the  different 
MPP  clients  to  meet  this  kind  of  reduction. 

CLOSING  OFFICES 

Mr.  Skeen.  Will  you  be  closing  offices,  FAS  offices? 
Mr.  Moos.  As  a  consequence  of  the  $25  million  reduction  of  MPP 
funds? 
Mr.  Skeen.  Yes. 
Mr.  Moos.  I  would  not  think  so. 
Mr.  Skeen.  That  has  no  bearing  on  it? 
Mr.  Schroeter.  No. 

EFFECTIVENESS  OF  MPP 

Mr.  Skeen.  What  about  the  effectiveness  of  the  program?  If  you 
have  to  reduce  the  operations  over  there,  then  your  program  is 
going  to  suffer  as  far  as  overall  effectiveness. 

Mr.  Moos.  We  are  already  suffering  in  terms  of  our  S&E  budget. 

Mr.  Skeen.  What  is  a  S&E? 

Mr.  Moos.  Salaries  and  expenses. 

Mr.  Skeen.  We  have  got  so  many  acronyms.  The  defense  sub- 
committee I  sit  on  also  uses  the  same  acronyms  we  use  in  agri- 
culture, and  I  get  a  little  confused. 

Mr.  Schroeter.  We  are  operating  on  a  tighter  and  tighter  budg- 
et for  FAS  activities.  And  some  of  that  results  in  our  having  to  pull 
back  in  terms  of  our  representation  in  foreign  countries. 

Mr.  Skeen.  So  what  you  are  saying  is  that  you  have  still  got  a 
viable  program.  But  the  exposure  is  going  to  be  much  less  than  it 
was  before.  That  really  concerns  me,  and  I  think  members  of  this 
committee.  Because  those  of  us  who  represent  large  agricultural 
communities  like  the  program.  We  think  that  it  has  been  produc- 
tive. We  understand  the  criticism  of  it.  We  understand  the  GAO  in- 
vestigations, but  we  don't  understand  why  they  have  been  sent 
over  there  to  investigate  you  69  times.  If  we  had  a  doctor  doing 
that  kind  of  work  over  there,  you  would  give  up  on  him. 
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Mr.  Skeen.  Give  me  some  idea  of  what  kind  of  participation  we 
get  from  the  private  sector  as  far  as  funds  are  concerned? 

CONTRIBUTIONS 

Mr.  Schroeter.  You  are  talking  specifically  about  the  MPP  pro- 
gram? 

Mr.  Skeen.  Yes,  sir. 

Mr.  Schroeter.  The  minimum  requirement  now  is  moving  up 
from  5  percent  to  10  percent. 

Mr.  Skeen.  Ten  percent. 

Mr.  Schroeter.  In  the  case  of  branded  products,  it  is  a  50  per- 
cent match. 

Mr.  Skeen.  That  is  50  percent  for  branded  products? 

Mr.  Schroeter.  Yes. 

Mr.  Skeen.  American  branded  products? 

Mr.  Schroeter.  Yes. 

Mr.  Skeen.  And  what  about  foreign  branded  products? 

Mr.  Schroeter.  Branded  products  is  a  50  percent  match. 

Mr.  Skeen.  It  is  still  a  50  percent  match. 

STRENGTHEN  BUDGET 

I  agree  with  the  Chairman.  I  agree  that  it  has  been  a  long  time 
getting  this  program  under  way.  And  you  have  had  an  acting  ad- 
ministrator for  a  long  time.  But  we  have  treated  the  MPP  program, 
I  think  poorly,  insofar  as  funding  is  concerned.  It  has  always  been 
somewhere  down  the  list.  But  I  think  now  with  the  emphasis  on 
world  trade  and  new  markets  that  we  ought  to  heighten  the  viabil- 
ity of  the  program. 

I  have  no  more  questions.  Thank  you  for  your  responses. 

Mr.  Durbin.  Ms.  DeLauro. 

Ms.  DeLauro.  Thank  you,  Mr.  Chairman. 

Good  morning.  It  is  nice  to  see  you  this  morning. 

Mr.  Schroeter.  Good  morning. 

Ms.  DeLauro.  When  he  was  Chairman  of  the  Budget  Committee, 
Leon  Panetta  was  quoted  as  saying  of  the  MPP,  "At  a  time  when 
you  are  running  the  huge  deficits  that  we  are  running  now,  it  is 
much  more  difficult  to  justify  this  kind  of  an  expenditure.  You  al- 
most have  to  consider  eliminating  programs  like  this  one." 

ADDITIONALITY 

We  are  now  in  the  process  of  making  continuing  and  difficult 
budget  decisions  under  very,  very  strict  spending  caps.  And  while 
your  budget  request  is  substantially  lower  than  it  was  last  year,  let 
me  just  ask  you  a  couple  of  questions  with  regard  to  some  assur- 
ances that  you  can  make  that  this  is  money  that  we  need  to  spend 
that  would  otherwise  not  be  spent  by  private  companies  who  would 
export  these  valued  added  commodities. 

You  said  in  testimony  that  you  would  require  certification  that 
these  funds  would  be  used  to  supplement  not  supplant  private 
funds. 

What  is  that  process  about,  what  documentation  do  you  require 
as  part  of  this  certification? 
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Mr.  Schroeter.  You  are  correct.  As  we  said,  companies  will  have 
to  certify  that  these  funds  are  additional,  and  do  not  replace  the 
existing  funds.  The  way  that  we  will  enforce  this  is  through  our 
compliance  review.  That  is,  we  send  out  people  to  analyze  the 
books  and  so  forth  of  the  various  participants,  and  we  will  see  if 
they  are  carrying  through  in  that  way. 

Ms.  DeLauro.  Can  we  get  the  criteria,  the  way  in  which  the  cer- 
tification process  will  be  developed  and  how  it  will  proceed — when 
does  it  go  into  effect? 

Mr.  Schroeter.  It  will  go  into  effect  with  the  new  program  that 
we  hope  will  be  announced  in  early  April. 

Ms.  DeLauro.  And  it  will  go  into  effect  at  that  point,  you  will 
send  people  out  to  check  those  books  early  on? 

Mr.  Schroeter.  We  will  send  our  compliance  people  out  to  check 
the  books  so  to  speak,  to  see  if  they  complied  with  their  certifi- 
cation. 

Ms.  DeLauro.  If  it  starts  right  at  the  outset,  how  long  will  that 
take  for  you  to  get  some  idea  of  whether  or  not  we  are  dealing  with 
supplementing  and  not  supplanting? 

Mr.  Schroeter.  Well,  the  compliance  people  are  virtually  on  the 
road  a  hundred  percent  of  the  time.  So  it  should  be  during  the 
course  of  the  year  that  they  will  know. 

Ms.  DeLauro.  What  I  am  getting  to  is:  when  is  the  earliest  time 
you  think  that  we  can  get  some  idea  of  the  companies  that  are 
being  reviewed;  what  that  process  is  about;  what  they  look  like; 
and  what  the  dollars  and  cents  are  with  regard  to  what  they  are 
doing  and  what  they  are  requesting;  and  give  us  the  opportunity 
to  take  a  look  at  those  numbers.  How  soon  do  you  think  that  can 
happen? 

Mr.  Moos.  Congresswoman  DeLauro,  I  hope  that  we  can  do 
something  in  that  regard  by  summer.  We  will  be  attempting  to  do 
it  as  quickly  as  possible. 

FOREIGN  FIRMS 

Ms.  DeLauro.  Thank  you. 

Just  for  my  own  information  and  to  pick  up  on  the  discussion 
that  the  Chairman  and  Mr.  Skeen  were  having.  There  have  been 
in  the  past  criticisms,  as  we  have  mentioned  about  the  program, 
about  the  $78  million  that  went  to  foreign  firms  with  U.S.  suppli- 
ers. One  of  the  recommendations  the  Committee  made  last  year 
was  to  end  that  practice,  and  ensure  that  the  MPP  funds  are  allot- 
ted to  U.S.  based  companies. 

Is  that  recommendation  by  the  Committee  being  followed?  Are 
U.S.  based  companies  the  only  companies  who  are  receiving  these 
subsidies? 

Mr.  Schroeter.  Perhaps  I  can  take  a  few  minutes  to  try  to  ex- 
plain this  issue  and  respond  to  the  Chairman's  concerns  that  are 
obviously  very  valid.  When  the  TEA  Program  first  began  and  later 
the  MPP  Program,  what  we  were  looking  for  in  FAS  was  to  use 
these  funds  to  get,  as  we  said  before,  the  biggest  bang  for  the  buck. 

And  in  some  cases,  for  example,  in  the  Japanese  market,  if  you 
were  going  to  promote  a  raisin  or  whatever,  there  were  no  U.S. 
brands  in  that  market.  But  there  was  a  Japanese  brand  that  would 
be  willing  to  take  on  a  U.S.  product,  package  it  in  the  U.S.,  a  Japa- 
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nese  brand,  and  sell  it.  And  the  decision  was  made  at  that  time  to 
support  that  product  under  MPP,  to  try  to  make  some  inroads  into 
the  Japanese  market.  It  is  the  biggest  bang  for  the  buck  theory.  We 
were  neutral  as  to  what  the  brand  was.  Obviously,  there  are  a  lot 
of  concerns.  We  understand  those  concerns.  We  are  trying  to  move 
the  program  as  best  we  can  to  a  U.S.  branded  program. 

But  what  we  do  in  FAS  is  that  we  approve  a  participant,  which 
is  a  U.S.  participant. 

Ms.  DeLauro.  A  U.S.  firm? 

Mr.  SCHROETER.  A  U.S.  cooperator.  That  participant  may  in 
terms  of  its  annual  activity  plan,  want  to  use  foreign  brand  on  oc- 
casion, that  might  be  approved.  But  what  I  am  saying  is  that  what 
we  are  trying  to  encourage  all  participants  to  do  is  to  use  only  U.S. 
brands  in  foreign  markets.  But  we  do  not  at  this  point  have  a  clear 
cut  requirement  that  foreign  brands  cannot  participate. 

Mr.  Moos.  If  I  may  add  to  that. 

Ms.  DeLauro.  Yes. 

Mr.  Moos.  We  are  in  the  process  of  continual  review  of  these  pro- 
grams. And  what  Mr.  Schroeter  is  referring  to  is  the  effort  that  is 
under  way  in  terms  of  the  1994  process  to  meet  the  expectations 
of  this  subcommittee  and  other  interested  parties.  Whether  we  got 
there  totally  in  terms  of  changes  that  are  being  made  this  year,  I 
am  not  sure.  But  I  would  point  out  that  we  have  established  a  task 
force  within  the  Foreign  Agricultural  Service  which  is  specifically 
directed  at  looking  at  ways  to  strengthen  the  MPP  program,  and 
this  is  one  of  the  areas  of  focus. 

FOREIGN  BRANDS 

Ms.  DeLauro.  I  understand  getting  the  biggest  bang  for  the 
buck.  What  I  do  not  understand  is  why  we  would  be  in  the  busi- 
ness of  marketing  foreign  brands?  What  I  do  not  understand,  and 
I  think  that  we  really  need  to  take  a  very,  very  close  look  at  this, 
is  why  we  would  be  in  the  business  of  promoting  foreign  brand 
products.  That  seems  to  me  not  to  be  what  our  mission  is  here. 

Mr.  Moos.  We  will  be  reviewing  that. 

Ms.  DeLauro.  Taking  a  look  at  that. 

Mr.  Schroeter.  I  would  just  like  to  clarify  again  that  the  partici- 
pants that  we  work  with  in  FAS  are  all  U.S.  cooperators.  That  par- 
ticular participant  as  part  of  its  overall  marketing  strategy  may 
want  to  use  a  foreign  brand  in  one  country.  And  we  have  to  look 
at  that  in  FAS  to  decide  whether  we  approve  it  or  disapprove  it. 

Ms.  DeLauro.  I  understand  that.  But  I  think  that  we  have  to 
hold  U.S.  companies  to  a  standard  as  well  as  to  what  we  are  pre- 
pared to  do.  Otherwise,  they  have  to  take  a  look  at  what  their  own 
budgets  are,  and  what  they  can  accommodate  rather  than  what  we 
can  accommodate  with  our  subsidy. 

Mr.  Durbin.  Would  the  gentlelady  yield? 

Ms.  DeLauro.  Yes,  Mr.  Chairman. 

JOB  CREATION  AND  MPP 

Mr.  Durbin.  The  key  to  saving  this  program  is  convincing  Mem- 
bers of  Congress  that  we  are  creating  jobs  in  America.  That  is  as 
simply  put  as  I  can  possibly  express  it.  If  the  people  who  are  ad- 
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ministering  the  program  do  not  understand  that,  pretty  soon  they 
will  not  have  to  worry  about  it. 

Mr.  Schroeter.  I  think  we  understand  it  very  well,  Mr.  Chair- 
man. 

Mr.  Durbin.  Because  there  will  not  be  a  problem. 

Mr.  Schroeter.  We  understand  it  very  well. 

Ms.  DeLauro.  I  thank  the  Chairman  for  his  comment. 

I  have  one  final  question.  In  the  conclusion  of  your  testimony, 
you  underscore  the  importance  of  foreign  markets  to  domestic  pro- 
ducers of  high-value  agricultural  products.  And  you  say  that  the 
MPP  has  played  a  crucial  role  in  this  process  by  assisting  firms* 
many  of  which  might  not  have  otherwise  participated  in  exporting. 

Have  you  done  an  analysis  of  why  they  would  not  have  otherwise 
participated  in  exporting;  did  they  simply  need  more  information 
on  access  to  foreign  markets,  or  need  help  designing  a  promotional 
package  to  meet  the  specific  needs  in  order  to  access  the  foreign 
market? 

I  would  be  interested  in  such  an  analysis.  And  if  it  is  a  case  of 
being  able  to  access  a  foreign  market,  or  to  design  a  program  in 
order  to  do  it,  does  the  Department  of  Commerce  provide  this  kind 
of  expertise?  Do  we  have  to  provide  these  folks  with  a  subsidy  in 
order  to  help  them  access  that  foreign  market? 

Mr.  Moos.  If  I  may  respond.  I  guess  we  are  not  too  prepared  to 
depend  on  the  Department  of  Commerce  to  do  that  kind  of  work 
for  us,  in  terms  of  making  these  programs  work.  If  we  can  work 
with  them  and  cooperate  with  them,  that  will  be  fine.  But  we  have 
been  in  this  business,  you  know,  for  a  number  of  years,  and  now 
the  Department  of  Commerce  is  also  very  much  interested  in  ex- 
port development  and  promotion.  And  we  will  be  happy  to  work 
with  them,  but  we  are  still  trying  to  move  forward  to  make  these 
programs  credible  and  workable. 

Ms.  De  Lauro.  I  understand  that,  but  I  would  wish  that  the 
comment  would  be  that,  in  fact,  there  is  some  sort  of  a  cooperative 
effort  between  your  operation  and  the  Department  of  Commerce 
that  says  we  have  these  lists  of  businesses.  They  have  asked  us  to 
do  something  here.  It  may  be  that  this  falls  under  your  jurisdiction 
or  within  your  job.  But  we  should  not  have  two  separate  agencies, 
doing  each  what  they  do  without  any  kind  of  cooperation.  In  the 
long  run,  cooperation  is  what  is  going  to  allow  us  to  have  the  big- 
gest bang  for  the  buck. 

It  should  be  part  of  the  overall  discussion  about  these  export  pro- 
motion efforts  that  these  two  Departments  explore  locking  arms 
and  sifting  out  a  way  in  which  their  efforts  can  be  coordinated  or, 
at  least,  complimentary. 

I  would  like  to  suggest  that  I  think  that  that  ought  to  be  part 
of  the  process,  where  the  Department  of  Commerce  and  your  de- 
partment are  working  together  in  this  effort. 

Mr.  Moos.  In  that  regard,  we  are  one  of  the  most  active  partners 
in  the  Trade  Promotion  Coordinating  Committee,  working  under 
the  leadership  of  the  Department  of  Commerce,  trying  to  see  how 
we  can  best  coordinate  our  promotional  activities,  and  we  certainly 
will  continue  to  work  with  them. 

Ms.  De  Lauro.  Thank  you  very  much.  Thank  you,  Mr.  Chair- 
man. 
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Mr.  Durbin.  Mr.  Walsh. 

DAIRY  EXPORT  INCENTIVE  PROGRAM 

Mr.  Walsh.  Thank  you,  Mr.  Chairman. 

Thank  you  for  your  testimony.  I  have  a  question  on  the  dairy  ex- 
port incentive  program.  This  has  been  a  very  effective  tool  in  sup- 
porting milk  prices  domestically,  and  I  was  very  dismayed  to  hear 
that  the  Clinton  Administration  and  the  Foreign  Agricultural  Serv- 
ice have  been  extremely  slow  in  announcing  the  allocations  this 
year.  Dairy  producers  fear  that  this  delay  may  have  caused  U.S. 
producers  to  lose  out  on  many  sales  opportunities. 

Why  was  the  Foreign  Agricultural  Service  so  slow  in  establishing 
those  allocations? 

Mr.  Moos.  May  I  ask  our  General  Sales  Manager,  Chris 
Goldthwait,  to  respond? 

Mr.  Goldthwait.  Congressman,  we  certainly  regret  that  there 
was  a  delay  in  the  announcement  of  the  initiative.  The  initiative, 
however,  was  announced  several  weeks  ago,  and  is  now  operating 
once  more,  and  in  fact  we  are,  on  an  ongoing  basis,  making  new 
sales  under  the  program.  In  fact,  there  were  a  couple  of  small  sales 
earlier  today  that  we  approved  under  that  program. 

I  cannot  give  you  a  specific  reason  for  the  delay  other  than  the 
fact  that  we  have  a  process  that  we  need  to  go  through  both  in 
terms  of  the  review  of  proposals  in-house,  as  well  as  in  an  inter- 
agency process,  and  it  simply  takes  a  certain  amount  of  time. 

Mr.  Walsh.  Would  you  agree  that  some  of  our  producers  have 
lost  opportunities  this  year  because  of  those  late  allocations? 

Mr.  Goldthwait.  There  may  have  been  a  few  lost  opportunities, 
but  we  would  hope  that  now  that  the  program  is  in  place  that  most 
of  that  would,  in  fact,  be  made  up.  The  program  that  was  an- 
nounced was  at  very  much  the  same  levels  as  last  year's  program, 
and  those  total  allocations  were  not  fully  utilized  last  year.  So 
there  is  plenty  of  availability  of  coverage  under  the  program  for 
any  delayed  sales  to  be  recuperated. 

U.S.  DAIRY  INDUSTRY  MARKET  OPPORTUNITIES 

Mr.  Walsh.  I  think  most  people  agree  that  the  growth  in  dairy 
product  consumption  in  this  country  has  pretty  much  leveled  off, 
so  in  order  to  provide  for  some  growth  in  the  industry,  we  are  going 
to  have  to  aggressively  pursue  foreign  markets. 

What  is  the  up-side  potential,  do  you  think,  for  this  program? 

Mr.  Goldthwait.  I  cannot  give  you  a  specific  number,  but  I 
think  the  program  has  been  extremely  effective  in  drawing  the  U.S. 
dairy  industry  into  the  export  market.  I  think  it  is  a  very  clear  ex- 
ample of  how  a  subsidy  program  has  enabled  our  producers  to 
begin  to  compete  and  participate  in  markets  where  I  think  if  you 
go  back  about  10  years  we  had  almost  no  presence. 

So  particularly  looking  at  North  African  markets  such  as  Algeria 
where  we  have  a  very  large  share  of  their  import  market  now,  look- 
ing at  some  of  the  regional  markets  in  this  hemisphere,  I  think  you 
can  see  that  the  program  has  in  fact  enabled  our  exporters  to  enter 
quite  a  number  of  markets  that  previously  were  absolutely  closed 
to  us. 
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Mr.  Walsh.  What  will  be  the  status  of  this  program  under 
GATT? 

Mr.  GOLDTHWAIT.  The  program  will  be  subject  to  certain  cut- 
backs that  are  required  by  our  agreement  in  the  Uruguay  Round. 
However,  it  is  our  view  that  the  U.S.  dairy  industry  on  a  worldwide 
basis  will  actually  be  somewhat  improved  in  terms  of  its  competi- 
tiveness. 

Mr.  Schroeter  is  more  of  an  expert  than  I  on  the  particular  provi- 
sions of  GATT,  and  may  wish  to  add  something. 

Mr.  Schroeter.  Yes,  if  I  could  supplement  what  Mr.  Goldthwait 
said. 

I  think  in  the  Uruguay  Round  negotiations  one  of  the  most  enjoy- 
able features  was  working  with  our  U.S.  dairy  industry  because  for 
the  first  time  we  saw  a  real  interest  in  expanding  exports  and 
opening  up  export  markets  overseas.  So,  when  the  facts  come  out 
here,  hopefully  very  soon,  we  are  going  to  see  some  real  new  access 
opportunities  for  U.S.  whey  powder,  ice  cream  mix  powder,  and  so- 
called  pizza  cheese,  which  apparently  only  we  can  produce. 

Mr.  Skeen.  Mozarella. 

Mr.  Schroeter.  Pardon? 

Mr.  Skeen.  Mozarella. 

Mr.  Schroeter.  Mozarella  for  the  pizza,  yes.  We  call  it  the  Pizza 
Hut  cheese,  that's  a  big  seller  overseas. 

So  we  are  going  to  have  some  real  new  access  opportunities  for 
the  U.S.  dairy  industry  in  these  products.  But  we  recognize  as  well 
that  some  of  the  basic  dairy  products  will  have  to  be  reduced  in 
terms  of  subsidized  exports,  and  that  will  primarily  affect  skim 
milk  powder  and  butter,  to  some  extent,  but  the  big  impact  is  going 
to  be  on  skim  milk  powder. 

Mr.  Walsh.  Thank  you,  Mr.  Chairman. 

Mr.  Durbin.  Thank  you,  Mr.  Walsh. 

Mr.  Peterson. 

FAS  LACK  OF  ENTHUSIASM 

Mr.  Peterson.  Thank  you,  Mr.  Chairman. 

Some  of  what  I  might  say  is  already  covered,  because  I  think  we 
have  hit  the  core  of  where  we  are.  But  I  think  what  bothers  me 
here  is  the  lack  of  enthusiasm  by  USDA.  We  are  over  here  on  this 
side  defending  the  program,  and  I  do  not  see  that  enthusiasm 
being  reciprocated. 

Nobody  has  brought  up  a  single  thing  that  you  all  have  not 
known  about  for  some  time,  as  to  problem,  as  to  direction,  et 
cetera,  and  I  do  not  see  the  creativity  emerging  here.  Now,  maybe 
it  is  because  we  have  not  sent  the  right  messages.  Maybe  we  have 
not  done  the  right  kind  of  funding.  But  unless  some  enthusiasm 
gets  rolling  over  at  USDA,  you  can  kiss  this  baby  goodbye,  because 
we  cannot  stand  out  in  front  of  the  Mack  truck  much  longer  if  the 
Department  is  not  going  to  get  serious. 

U.S.  CONTENT 

Now,  I  have  the  same  problems  with  this  content  issue  as  the 
Chairman  noted.  How  could  I  support  having  us  promote  a  brand 
that  mixes  Chinese  with  American  grown  peanuts,  we  support  the 
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brand,  if  in  their  process  they  are  using  50  percent  Chinese  pea- 
nuts. 

On  the  content  issue,  I  think  you  do  not  have  to  look  at  the 
spices  level  or  even  the  labor  necessarily,  although  I  think  that 
should  be  a  factor.  We  ought  to  look  at  the  commodities  that  we 
are  trying  to  produce  and  say  they  have  to  be  100  percent  Amer- 
ican. I'm  looking  for  some  creativity  and  I  just  do  not  see  it. 

TASK  FORCE 

Mr.  Moos.  To  respond  to  you,  Congressman,  we  consider  MPP 
one  our  most  important  export  tools,  and  we  want  to  save  that  pro- 
gram, and  we  are  prepared  to  be  as  creative  as  is  necessary  to  save 
the  program.  That  is  the  basis  for  establishing  this  task  force, 
which  is  now  looking  at  a  whole  host  of  changes  that  may  be  incor- 
porated into  the  program  in  the  future. 

We  recognize,  as  you  have  indicated,  we  have  got  to  fix  it,  and 
we  are  in  the  process  of  doing  it.  Unfortunately,  we  are  not  pre- 
pared to  move  forward  in  1994  with  these  changes  yet,  because  we 
want  to  get  the  advice  of  the  private  sector,  the  clients  of  the  pro- 
gram as  well.  We  are  looking  at  trying  to  forge  a  stronger  partner- 
ship between  the  public  and  the  private  sector,  to  be  able  to  do  a 
better  job  of  export  development  and  export  promotion.  And  I  hope 
to  be  able  to  report  some  creative  improvements  in  this  program 
the  next  time  I  come  before  this  subcommittee. 

CRITICISM  OF  FAS 

Mr.  Peterson.  Well,  I  think  it  is  getting  to  the  911  call  level  be- 
cause we  end  up  micro-managing  what  you  all  do  or  not  do.  If  you 
create  a  void,  you  know  who  fills  it. 

Now,  you  have  been  in  this  business  for  a  long  time,  and  we  on 
this  side  of  the  table  end  up  making  your  decisions  for  you.  We  will 
preempt  where  there  is  a  void,  and  I  see  voids  in  this  program.  I 
just  want  to  go  on  record  there. 

I  support  this  program.  I  think  it  has  incredible  potential,  but  it 
has  to  be  shown  at  the  USDA  level  that  this  program  is  important, 
and  that  if  it  is  the  tool  that  you  think  is  necessary  to  make  the 
changes  and  impact,  then  it  has  to  be  shown. 

Mr.  Schroeter,  of  course,  you  are  very  competent.  However,  you 
all  have  sat  back  and  there  has  not  been  anything  happening  on 
the  permanent  position.  That  is  a  message,  and  I  can  rest  assured 
that  the  industry  has  not  missed  that  message.  It  certainly  has  not 
been  missed  on  this  side.  And  that  has  to  be  corrected,  and  that 
is  beyond  the  creativity  aspects  of  it.  And  we  want  you  to  be  suc- 
cessful, but  we  do  not  want  to,  as  I  said,  stand  in  front  of  the  Mack 
truck.  We  will  all  get  run  over. 

Mr.  Moos.  We  recognize  the  political  realities  as  well  as  the  pro- 
gram responsibilities  of  MPP,  and  I  apologize  for  not  being  in  a  po- 
sition to  have  something  more  positive  to  put  before  you  today,  but 
I  promise  you  that  in  the  future  that  will  change. 

Mr.  Peterson.  All  right.  Well,  let  me  ask  a  couple  mundane 
questions,  I  guess. 

On  geographic  diversity,  it  strikes  me,  and  this  is  just  a  cursory 
thing,  and  I  am  not  in  competition  with  California,  mind  you,  com- 
ing from  Florida.  [Laughter.] 
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MPP  GEOGRAPHIC  REPRESENTATION 

But  I  have  a  very  strong  interest  in  this,  but  your  programs  have 
been  focused  in  California,  about  20  percent  of  your  $147  million, 
are  based  on  California  products. 

Is  there  any  geographical  balance  here?  Is  that  part  of  the  equa- 
tion that  you  worked? 

Mr.  Moos.  I  am  not  familiar  with  the  breakdown  in  terms  of 
state  involvement.  But  we  have  been  looking  to  move  the  commod- 
ities overseas,  particularly  the  high-value  commodities,  and  a  sub- 
stantial amount  are  produced  in  California.  I  think  it  is  fairly  natu- 
ral that  there  would  be  a  lot  of  activity  centered  on  the  production 
of  the  products  from  California. 

But  we  will  certainly  be  looking  to  provide  a  broad-based  pro- 
gram which  will  attract  support  from  all  regions  of  the  country. 

Mr.  Peterson.  Well,  I  was  not  going  to  suggest  that  our  citrus 
was  not  well  involved,  and  they  are,  and  the  program  has  served 
Florida  well.  But  I  think  that  we  do  have  to  look  at  geographies, 
because  this  is  not  only  in  agriculture  impact,  it  has  a  jobs  impact. 

And  then  finally,  in  participating,  the  branded  participants  carry 
50  percent  of  the  cost  whereas  the  others  are  something  like  five 
to  10  percent,  what  percent  of  the  overall  participation  is  branded 
versus  other? 

MPP  BRAND  PROMOTION 

Mr.  Schroeter.  About  60  percent  of  the  program  now  is  generic, 
which  means  40  percent  is  branded. 

Mr.  Peterson.  So  then  the  biggest  bang  for  the  buck,  is  that 
truly  being  shown  there  on  the  branded?  How  would  you  differen- 
tiate the  branded?  Are  you  talking  about  something  that  does  not 
have  a  label  on  it  at  all  versus  something  that  does,  or  some  com- 
pany that  is  known  versus  some  company  that  is  not  known? 

Mr.  SCHROETER.  No,  the  distinction  is,  for  example,  Florida  cit- 
rus, if  you  are  promoting  Florida  grapefruit  in  Europe,  you  might 
promote  it  as  Florida  grapefruit.  But  there  are  also  some  branded 
programs  under  the  Florida  program  where  companies  like  Sun 
Sweet  may  get  some  funds  for  promoting  their  own  individual 
brand  with  a  label  on  the  grapefruit.  That  is  essentially  the  way 
the  program  works. 

Mr.  Peterson.  Some  companies  that  have  brands  then  actually 
market  a  product  unbranded  and  participate? 

Mr.  Schroeter.  No,  it  is  not  a  question  of  unbranded  products 
versus  branded.  I  think  it  is  a  question  of  when  you  do  a  generic 
program  you  are  doing  what  I  would  call  an  umbrella  program,  you 
are  advertising  a  California  produce  or  a  Florida  produce  or  a  Mis- 
souri produce  or  whatever.  With  branded  products  you  are  promot- 
ing, like  I  say,  a  Sun  Sweet  grapefruit  or  a  Gallo  wine  with  a 
brand. 

SPIRITS  PRODUCTS  IN  MPP 

Mr.  Peterson.  Well,  and  you  noted  the  wine,  and  I  also  noted 
just  going  through  last  year's  participants  that  about  10  percent  of 
the  program  is  having  to  do  with  the  export  of  spirits  of  one  type 
or  another. 
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Is  that  a  large — I  mean,  is  that  an  unusually  large  segment  of 
the  overall  agriculture  market? 

Mr.  Schroeter.  Wine  is  one  of  the  biggest  export  gainers  actu- 
ally in  our  whole  export  portfolio.  We  have  seen  wine  exports  prob- 
ably triple  since  the  late  1980s.  So  there  again  is  a  reason  probably 
why  they  are  being  funded  at  the  level  they  are,  because  we  are 
seeing  a  lot  of,  as  we  said  before,  bang  for  the  buck  on  wine.  They 
are  doing  very  well  in  export  markets. 

NEED  FOR  CHANGE 

Mr.  Peterson.  Well,  I  appreciate  your  testimony.  I  just  would 
like  again  to  caution  everybody  to  be  sure  that  we  see  some  change; 
that  we  cannot  come  next  year  and  have  the  same  problems  reiter- 
ated that  we  have  talked  about  here  today,  which  are  absolutely 
nothing  new.  We  are  all  talking  old  school  stuff  here,  and  that  we 
are  looking  for  creativity  and  spontaneity;  something  that  will  keep 
us  from  doing  it  for  you.  I  support  the  program,  but  appreciate 
whatever  you  are  doing  to  enhance  it,  and  appreciate  the  oppor- 
tunity to  talk  with  you  today. 

Mr.  Moos.  Thank  you. 

Mr.  Skeen.  Mr.  Pastor. 

Mr.  Pastor.  Thank  you,  Mr.  Chairman.  Good  morning. 

I  also  share  some  of  the  concerns  that  my  colleague,  Mr.  Peter- 
son, has  expressed.  Mr.  Moos,  you  said  the  future  will  bring 
change,  and  hopefully  your  definition  of  future  is  almost  imme- 
diately. Hopefully,  at  the  very  least,  it  is  a  very  short  time  span, 
because  we  want  to  continue  to  defend  this  program.  We  have  seen 
MPP  work  and  believe  it  can  continue  to  help  us  improve  our  bal- 
ance of  trade. 

APPLE  PROMOTION  IN  MEXICO. 

I  have  to  tell  you  that  during  a  trip  to  Mexico,  in  the  market  in 
Mexico  City,  we  saw  how  your  program  was  promoting  apples.  As 
you  know,  apples  are  not  a  product  that  you  find  in  Mexico,  but 
through  a  generic  promotion  program,  we  have  been  able  to  pene- 
trate that  market.  Washington  probably  benefitted  by  it.  By  in- 
forming the  Mexican  consumer  about  the  uses  of  apples,  we  have 
seen  a  dramatic  increase  in  their  consumption.  And,  we  also  saw 
pears.  In  that  particular  case,  I  guess  we  saw  California  pears  that 
had  been  promoted.  To  me,  this  shows  that  Latin  America  and 
Mexico  are  going  to  be  markets  that  are  opening  up  for  us. 

Also,  I  think  one  of  the  products  that  you  are  going  to  find  in 
Mexico  and  Latin  America  that  is  going  to  be  consumed  very  heav- 
ily is  dairy  products. 

U.S.  CONTENT  INTEREST 

As  I  was  sitting  here  and  trying  to,  I  guess,  find  a  simple  answer 
to  some  of  your  concerns,  I  know  that  Carnation  milk  in  Arizona, 
which  is  processed  and  packaged  in  Arizona,  is  being  sent  to  North- 
ern Mexico.  We  have  here  a  100  percent-produced  American  prod- 
uct that  is  produced  and  sent  to  Mexico.  Helping  encourage  this 
type  of  activity  is  a  very  high  priority  for  me. 
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If  I  were  evaluating  proposals,  this  would  be  something  I  would 
want  to  fund  immediately.  And  I  know  that  there  is  going  to  be 
some  milk  produced  in  Arizona  which  is  going  to  be  processed  in 
Mexico,  and  sold  under  a  Mexican  brand  name.  For  this  reason,  we 
should  also  encourage  the  promotion  of  products  made  from  100 
percent  American  milk.  And  obviously  there  are  going  to  be  some 
people  that  are  going  to  blend  the  milk,  half  American  and  half 
from  another  source,  but  I  would  give  a  lower  priority  to  the  pro- 
motion of  these  products. 

And  I  would  hope  that  you  follow  similar  guidelines  as  you  de- 
cide which  products  or  goods  should  be  promoted.  We  will  be  more 
likely  to  be  able  to  generate  support  for  MPP  if  we  can  demonstrate 
that  American  products  are  being  sold.  Now  let  me  go  to  a  couple 
of  questions. 

GAO  STUDIES 

As  we  talked  about  GAO  and  the  number  of  studies  they  have 
conducted,  my  curiosity  makes  me  wonder  how  many  man  hours  do 
you  use  in  just  responding  to  these  GAO  inquiries?  It  would  be  in- 
teresting to  see  how  many  people  you  have  assigned  just  to  the 
GAO-related  work. 

Mr.  Moos.  Do  you  have  any 

Mr.  Schroeter.  I  could  not  tell  you  offhand  how  many  man 
hours,  but  it  is  a  lot,  Congressman.  They  take  a  lot  of  time. 

Mr.  Pastor.  Well,  hopefully 

Mr.  Moos.  One  of  the  other  problems  that  we  get  into  with  that 
kind  of  pressure  is  that  so  many  of  our  foreign  agricultural  coun- 
selors and  attaches  literally  end  up  in  the  role  of  policemen  out 
there,  trying  to  police  these  programs  to  be  able  to  respond  to  this 
constant  stream  of  questions. 

And  given  the  limitation  on  our  resources  and  personnel,  it  cer- 
tainly does  not  contribute  a  lot  to  our  export  enhancement  effort. 

STATUS  OF  INTERIM  RULE 

Mr.  Pastor.  On  page  11  of  your  statement,  you  talk  about  regu- 
lations that  you  are  issuing.  Are  these  interim  regulations  or  are 
these  final  regulations?  What  is  their  status? 

Mr.  Schroeter.  These  are  interim  regulations,  which  we  are 
using  now  for  the  allocation  process.  But  we  hope  to  have  the  final 
regulations  implemented  in  August  of  this  year. 

Mr.  Pastor.  What  process  are  you  following  to  allow  interested 
persons  to  provide  input  before  you  issue  final  regulations? 

Mr.  Schroeter.  Well,  they  have  been  put  out  for  review  and 
comments. 

Mr.  Pastor.  Review? 

Mr.  Schroeter.  Yes. 

Mr.  Pastor.  Okay. 

Mr.  Schroeter.  Yes. 

SMALL  BUSINESS  EMPHASIS 

Mr.  Pastor.  In  one  of  your  regulations,  interim  regulations, 
number  two,  "For  brand  promotions,  our  first  priority  is  to  fund  ac- 
tivities conducted  by  small  businesses." 
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Mr.  SCHROETER.  Right. 

Mr.  Pastor.  Now,  how  will  you  define  small  business? 

Mr.  Schroeter.  We  are  using  as  a  definition  of  small  business 
a  suggestion  that  was  made  in  the  Act  or  in  the  report  language 
of  the  Act,  to  use  the  SBA  definition.  It  is  a  definition  of  the  Small 
Business  Administration  which  is  less  than  500  employees  or  less 
than  $50  million  in  sales. 

Mr.  Pastor.  Now,  it  is  usually  in  the  retail  or  manufacturing  end 
that  we  use  the  SBA  definition.  They  were  developed  for  that  type 
of  economic  activity. 

Now,  is  it  possible  that  in  agriculture  you  may  have  some  unique 
situations  or  businesses  that  may  in  fact  are  small,  in  an  agricul- 
tural sense,  but  which  do  not  fit  small  by  the  SBA  definitions? 

Mr.  Schroeter.  That  is  certainly  possible,  yes.  But  as  a  guide- 
line, as  I  said,  we  are  using  the  SBA  definition  because  that  was 
the  suggestion  that  seemed  to  be  made  in  the  report  language. 

Mr.  Pastor.  Well,  if  I  were  to  suggest  to  you  that  maybe  there 
are  other  ways  of  looking  at  agriculture  and  what  might  constitute 
a  small  agricultural  enterprise,  would  you  consider  it  helpful? 

Mr.  Schroeter.  We  are  open  to  suggestions. 

task  force 

Mr.  Pastor.  You  talk  about  the  task  force  that  will  be  reviewing 
MPP-related  activities  and  will  be  releasing  a  set  of  recommenda- 
tions to  improve  the  administration  of  this  program. 

Would  you  describe  to  me  how  you  are  going  to  involve  different 
entities  that  have  an  interest  in  this  program  to  allow  them  to  con- 
tribute to  the  task  force? 

Mr.  Moos.  Yes.  Congressman,  of  course,  we  are  doing  an  in- 
house  review  with  our  FAS  task  force,  but  we  are  also  attempting 
to  work  closely  with  the  Export  Council  and  other  representatives 
of  the  various  cooperator  and  MPP  clients. 

What  we  are  asking  is  for  them  to  give  us  their  recommendations 
that  if  these  programs  are  in  trouble,  how  do  we  improve  them; 
what  can  we  live  with.  And  we  want  them  involved,  if  we  possibly 
can,  to  get  their  advice,  recognizing  that  there  are  certain  limita- 
tions as  to  involving  the  private  sector  in  an  advisory  capacity.  But 
to  the  extent  that  we  can  do  this,  we  want  their  input  because 
when  we  come  to  this  subcommittee  or  to  other  committees  looking 
for  support,  we  want  their  support  along  with  us  in  that  effort. 

Mr.  Pastor.  In  terms  of  time,  what  is  your  time  schedule  for  this 
task  force  to  be  operational  and  to  come  forth  with  some  rec- 
ommendations? 

Mr.  Moos.  The  private  sector  groups  that  have  accepted  the  chal- 
lenge has  promised  me  that  they  will  come  forward  with  their  rec- 
ommendations by  the  end  of  April.  That  is  their  target. 

It  would  be  our  expectation  then  to  sift  through  their  rec- 
ommendations along  with  the  FAS  task  force  recommendations, 
and  to  be  able  to  put  together  some  sort  of  recommendation  to  take 
to  the  Secretary  for  his  approval  by  the  end  of  May. 

If  we  are  going  to  make  significant  changes  here,  we  would  like 
to  have  them  in  place  in  time,  of  course,  for  the  new  fiscal  year 
starting  in  October  1.  However,  it  is  too  early  to  judge  whether 
there  will  be  a  need  for  some  legislative  adjustment  to  the  MPP  au- 
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thority  in  order  to  meet  these  new  objectives.  If  we  have  to  come 
to  Congress  for  some  changes  in  the  existing  authority,  that  might 
slow  that  process  down. 

SMALL  BUSINESS — COOPERATIVES 

Mr.  Pastor.  Let  me  go  back  to  the  definition  of  small  businesses 
and  this  will  be  my  last  question. 

In  agriculture,  and  today  we  will  hear  how  farmers  come  to- 
gether in  a  larger  group  to — and  under  a  brand  and  produce  their 
product.  Cooperatives  in  agriculture  play  a  significant  role.  You 
have  basically  a  small  businessman,  a  small  farmer  joining  to- 
gether with  other  small  farmers  in  being  able  to  market  and  sell 
their  products. 

How  would  they  fall  under  this  small  business  definition? 

Mr.  Schroeter.  Very  frankly,  I  could  not  give  you  an  answer. 
That  is  a  very  valid  question  that  we  are  looking  at,  and  I  do  not 
have  an  answer  for  you  today,  sir.  But  that  is  under  consideration. 
We  hope  to  have  an  answer  very  soon. 

Mr.  Pastor.  Yes,  because  as  I  find  that  the  definition  of  small 
business,  as  established  by  SBA,  may  not  easily  accommodate  what 
is  happening  in  agriculture,  I  would  ask  you  to  look 

Mr.  Schroeter.  That  is  correct. 

Mr.  Pastor  [continuing].  At  different  ways  of  defining  small 
business. 

Thank  you,  Mr.  Chairman. 

Mr.  Durbin.  Thank  you  very  much,  Mr.  Pastor,  and  I  would  like 
to  thank  this  panel 

Mr.  Skeen.  I  am  sorry. 

Mr.  Skeen.  May  I  have  one  last  shot  at  this? 

Mr.  Durbin.  Sure. 

stimulating  foreign  party  input 

Mr.  Skeen.  I  am  going  to  plagiarize  a  statement  from  Mr. 
Calvani's  testimony  if  he  will  let  me  do  that,  and  he  has  permitted 
my  theft  before.  One  of  the  great  examples  of  the  effectiveness  of 
this  program  has  been  the  MPP  funds  that  have  been  used  as  le- 
verage to  entice  cotton  customers  to  contribute  their  funds  to  pro- 
mote products  containing  U.S.  cotton. 

And  the  example  is  that  Korean  partners  funding  match  to  the 
Cotton  U.S.A.  program  soared  from  a  dollar  for  dollar  match  in 
1989  to  $10  to  one  in  1993.  Now  the  Korean  partners  are — I'm  as- 
suming this  is  South  Korea — providing  the  equivalent  of  $8  million 
of  their  own  money  in  the  Cotton  U.S.A.  program. 

Is  this  an  unusual  event  or  is  this  an  ordinary  operation  under 
MPP,  where  you  have  gotten  that  much  leverage  out  of  a  foreign 
partner? 

Mr.  Schroeter.  It  is  something  we  would  like  to  see  every  day, 
obviously. 

Mr.  Skeen.  Yes. 

Mr.  Schroeter.  But  there  has  been  quite  a  bit  of  leverage  out 
of  the  MPP.  I  would  ask  here,  has  the  foreign  financial  support 
been  included  in  that? 

Mr.  Skeen.  Well,  the  reason  I  ask  that  because  you  are  using  a 
raw  product,  cotton,  that  has  been  shipped 
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Mr.  Schroeter.  Yes. 

Mr.  Skeen  [continuing].  Evidently,  some  of  it  has  been  manufac- 
tured in  the  United  States.  But  you  are  getting  an  8  to  1,  or  10 
to  1  leverage  advantage,  and  I  think  that  is  something  we  ought 
to  be  talking  about. 

Mr.  Schroeter.  That  is  great  to  see. 

Mr.  Skeen.  You  bet. 

Mr.  Schroeter.  No  question  about  that. 

Mr.  Skeen.  Something  to  crow  about. 

Thank  you,  Mr.  Chairman. 

Mr.  Durbin.  Thank  you  very  much. 

UNDER  SECRETARY'S  CLOSING  REMARKS 

Mr.  Moos.  I  want  to  thank  the  Chairman  and  the  subcommittee 
members  for  this  opportunity  to  get  your  advice  today.  We  under- 
stand the  message.  We  will  be  doing  something  about  it.  We  will 
look  forward  to  your  input  as  well  as  we  go  through  this  review 
process,  and  certainly  we  will  be  seeking  your  strong  support  for 
the  changes  that  we  think  are  necessary.  Thank  you  very  much. 

Mr.  Durbin.  Thank  you  very  much,  too. 

Mr.  Moos.  I  would  say  that  we  will  also  have  some  FAS  people 
staying  to  monitor  the  rest  of  the  hearing.  And  so  if  there  are  any 
additional  questions,  please  let  us  know. 

Mr.  Durbin.  Thank  you  very  much. 

Thanks,  Mr.  Schroeter. 

Mr.  Schroeter.  Thank  you. 
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Statement  by  Richard  Schroeter 

Acting  Administrator 

Foreign  Agricultural  Service 

U.S.  Department  of  Agriculture 

Before  the  House  Appropriations  Subcommittee  on 

Agriculture,  Rural  Development,  Food  and  Drug  Administration 

and  Related  Agencies 


Mr.  Chairman  and  members  of  the  Subcommittee,  I  appreciate 
this  opportunity  to  discuss  the  Department's  Market  Promotion 
Program  (MPP) ,  its  role  in  export  promotion,  and  issues  related 
to  its  objectives  and  operation. 

The  program  is  authorized  by  provisions  of  the  Agricultural 
Trade  Act  of  1978,  as  amended  by  the  Food,  Agriculture, 
Conservation,  and  Trade  Act  of  1990.   In  the  authorizing 
legislation,  Congress  directed  the  Commodity  Credit  Corporation 
(CCC)  to  "establish  and  carry  out  a  program  to  encourage  the 
development,  maintenance,  and  expansion  of  commercial  export 
markets  for  agricultural  commodities  through  cost -share 
assistance  to  eligible  trade  organizations  that  implement  a 
foreign  market  development  program. " 

The  CCC,  working  through  the  Foreign  Agricultural  Service 
(FAS) ,  has  designed  and  implemented  a  program  to  help  the  private 
sector  develop  and  expand  overseas  markets  for  U.S.  agricultural 
commodities  and  products.   The  MPP  supports  both  generic  and 
branded  promotional  programs.   Promotions  are  conducted  on  a 
cost -sharing  basis  by  private  sector  participants,  including 
nonprofit  commodity  groups,  State  Regional  Trade  Groups, 
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cooperatives,  and  private  firms. 

The  primary  focus  is  on  consumer  promotions,  such  as 
in- store  product  demonstrations  and  media  advertising,  although 
MPP  promotional  activities  range  widely  based  on  the  product  and 
the  characteristics  of  the  market.   About  60  percent  of  MPP  funds 
are  spent  on  generic  promotions  conducted  by  trade  groups,  with 
the  remaining  40  percent  supporting  branded  promotions  by 
more  than  640  companies  in  1992.   MPP  promotions  are  currently 
being  conducted  in  around  100  foreign  countries  to  promote 
everything  from  apples  to  wool . 

Before  I  discuss  program  operations  and  other  issues,  I 
would  like  to  briefly  address  the  overall  role  of  this  program  in 
assisting  U.S.  agricultural  exports. 

The  MPP  and  its  predecessor,  the  Targeted  Export  Assistance 
(TEA)  Program,  have  helped  U.S.  producers,  processors,  and 
exporters  compete  in  the  fastest -growing  segment  of  world 
agricultural  trade  --  high- value  products.   About  80  percent  of 
MPP  funding  is  targeted  at  building  U.S.  exports  of 
high- value  products,  most  of  which  do  not  benefit  from  other 
government  direct  funding  programs. 

High- value  products  today  represent  two- thirds  of  total 
world  agricultural  trade,  up  from  54  percent  in  1985,  and  this 
share  is  projected  to  climb  to  75  percent  by  1998.   This  is  the 
growth  sector  in  world  agricultural  trade  --  the  future  for  U.S. 
agricultural  exports.   The  European  Union  still  dominates  this 
market  by  heavily  supporting  the  production  and  export  of 
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high-value  products,  while  the  U.S.  strength  has  traditionally 
been  in  bulk  commodities.   However,  the  introduction  of  the  TEA 
and  MPP  essentially  marked  a  new  U.S.  policy  commitment  to 
compete  aggressively  in  this  sector  with  a  market  development 
program  that  targets  foreign  consumers  to  create  long-term 
export  opportunities  for  U.S.  agriculture. 

We  all  recognize  that  a  number  of  factors,  such  as  income 
growth  overseas,  trade  policy  negotiations  to  reduce  trade 
barriers,  and  changes  in  exchange  rates,  have  an  impact  on 
exports.   Nevertheless,  the  trade  data  speak  forcefully,  with 
exports  increasing  impressively. 

Since  1986,  with  the  inception  of  the  TEA  Program,  U.S. 
exports  of  high- value  agricultural  products  (including 
intermediate  and  consumer- oriented  products)  have  doubled, 
reaching  a  record  $23.5  billion  in  fiscal  1993.   Another 
record  is  expected  this  year.   While  high- value  products  made  up 
only  about  one-third  of  total  U.S.  agricultural  exports  10  years 
ago,  last  year  they  accounted  for  55  percent.   High- value 
products  have  accounted  for  nearly  all  (85  percent)  of  the  growth 
in  U.S.  agricultural  exports  since  1985  and  have  more  than  kept 
pace  with  global  growth  trends. 

The  exports  generated  by  the  MPP  provide  income  to  U.S. 
farmers  and  their  suppliers  in  every  state,  and  these  exports 
also  produce  employment  and  trade  benefits  for  the  U.S.  economy. 

Some  question  whether  the  benefits  that  high-value  exports 
have  on  farm  income  are  too  limited  to  justify  the  budget 
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expense.   While  it  is  true  that  farm  income  from  bulk  commodity 
exports  constitutes  a  larger  share  of  the  total  income  effect 
than  income  from  high- value  exports,  the  comparison  doesn't  take 
into  account  all  rural  income.   Farms  generate  income  for  their 
owners,  but  also  employ  others,  most  of  whom  live  in  rural 
communities.   In  addition,  many  of  the  off -farm  jobs  that  are 
supported  by  high-value  products  --  processing  and  shipping  for 
example  --  also  are  found  in  rural  communities.   Market 
development  programs  that  aid  high-value  exports  help  increase 
economic  activity,  support  jobs,  and  boost  income  in  rural 
America.   I  believe  that  programs  to  boost  high- value  exports  are 
no  less  important  to  rural  income  than  those  designed  to  boost 
exports  of  bulk  commodities. 

U.S.  agricultural  exports  have  a  profound  effect  on  the 
country's  overall  economic  activity.   U.S.  agricultural  exports, 
in  total,  provided  nearly  1  million  jobs  for  U.S.  workers  in  1992 
--  jobs  in  processing,  packaging,  transportation,  and  other 
sectors.    Included  in  this  are  the  573,000  jobs  created  by  U.S. 
high-value  exports  alone.   Agriculture  is  also  one  of  the  few 
success  stories  in  the  U.S.  balance-of- trade  picture.   Last 
year's  $18 -billion  surplus  in  agricultural  trade  presents  a 
sharp,  positive  contrast  to  a  U.S.  deficit  of  about  $150  billion 
in  nonagricultural  trade. 

We  know  what  we  are  up  against  in  agricultural  trade: 
inadequate  international  disciplines  that  differ  from  industry  to 
industry,  pervasive  and  massive  government  intervention,  and  a 
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myriad  of  import  barriers.   The  Uruguay  Round  agreement  under  the 
General  Agreement  on  Tariffs  and  Trade  will  help  level  the 
proverbial  playing  field.   But  compared  with  the  subsidies  of 
some  of  our  competitors,  the  MPP  is  a  relatively  small  program. 

Despite  these  obstacles,  the  program  has  succeeded  in 
generating  significantly  more  interest  in  exporting  among  U.S. 
firms  and  producer  groups,  and  in  getting  many  more  U.S.  products 
on  store  shelves  and  into  the  homes  of  foreign  consumers.   It  has 
succeeded  because  of  the  support  of  members  of  Congress  and 
producer  groups  and  because  of  a  consistent  focus  on  the  single 
objective  of  export  promotion. 

As  we  examine  the  MPP,  I  ask  that  we  keep  these  facts  in 
mind.   In  my  judgment,  the  MPP  represents  the  kind  of 
government -private  sector  partnership  that  policymakers  and 
economists  have  long  held  up  as  a  model  of  what  the  United  States 
needs  to  be  doing  to  succeed  in  the  international  marketplace  -- 
the  coordinated,  cooperative  strategy  that  has  given  some  of  our 
competitors  an  edge  in  global  competition. 

PROGRAM  OPERATION  AND  MANAGEMENT 

The  goal  of  the  MPP  program  is  to  increase  agricultural 
exports  as  effectively  as  possible.   FAS  uses  a  rigorous 
application  review  and  evaluation  process  designed  to  allocate 
MPP  funds  where  they  will  generate  the  most  "bang  for  the  buck." 
All  proposals  are  measured  against  evidence  of  the  applicant's 
program  management  capabilities,  the  applicant's  strategic  plan 
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of  program  objectives,  the  program  scope,  the  anticipated  program 
effectiveness,  and  the  likelihood  for  future  success  in 
increasing  U.S.  agricultural  exports. 

Funding  recommendations  are  further  adjusted  on  the  basis  of 
the  following  factors:  the  presence  of  an  unfair  trade  practice; 
the  applicant's  contribution  ( cost- share) ;  budget  size  in 
relation  to  export  level  and  to  expected  change  in  exports; 
market -share  goals;  prior  year's  success  in  relation  to  goals  for 
that  year;  and  U.S. -origin  content. 

Keep  in  mind  as  well  that  all  MPP  participants  have  a  stake 
in  effective  and  efficient  program  management  because  they  are 
required  to  invest  their  own  money  in  MPP  projects.   In  the  case 
of  branded  promotions,  participants  are  required  to  pay  at  least 
half  of  the  cost  of  the  MPP  activity  (with  the  exception  of  a 
small  number  of  participants  specifically  provided  for  in  the 
law)  . 

FAS  uses  the  results  of  past  MPP  project  evaluations  to  help 
determine  the  level  of  funding  applicants  will  receive  for  new 
activities.   Where  evaluations  identify  problem  areas,  programs 
are  adjusted,  and  we  cut  back  funding  levels  and  redirect 
activities  as  markets  become  saturated  or  export  levels  plateau. 
Our  goal  is  to  phase  out  or  redirect  programs  that  are  no  longer 
cost  effective. 

For  instance,  over  the  past  few  years,   we  have  reduced 
funding  for  projects  aimed  at  developed  markets  like  Japan  and 
Western  Europe  and  have  encouraged  exporters  to  target  their 
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activities  in  emerging  markets  in  Latin  America  and  the  Far  East. 
As  an  example,  we  have  redirected  soybean  oil  promotions  by  the 
American  Soybean  Association  toward  promising  markets  in 
Venezuela,  Mexico,  and  several  Asian  countries,  while 
simultaneously  reducing  their  promotional  efforts  in  Europe, 
where  the  benefits  of  additional  promotions  were  diminishing. 

It  is  important  to  recognize  that  market  development  is  not 
a  one -shot  deal  that  can  be  boxed  and  wrapped  for  the  same  use  in 
all  countries.   Markets  vary  greatly,  from  a  Denmark  where  an 
activity  may  give  immediate  results,  to  a  Korea  or  Japan  where 
results  may  take  years  of  step-by- step  market  development 
efforts.   For  example,  it  is  quite  common  for  a  participant  in 
the  FAS  Cooperator  program  to  conduct  research  in  the  first  year 
of  a  program,  participate  in  a  trade  show  the  second  year,  focus 
its  promotional  efforts  on  trade  and  industrial  users  in  the 
third  and  fourth  years,  and  finally,  when  the  complete 
infrastructure  is  in  place,  concentrate  on  the  consumer  sector. 

Marketing  is  not  a  hard  science  where  you  can  control  the 
variables  and  develop  a  formula  that  produces  the  same  results 
with  every  effort.   It  is  a  combination  of  many  things,  and  what 
produces  results  in  one  market  at  one  particular  stage  of 
development  could  fail  miserably  in  another.   We  are  in  a 
competitive  battle  in  agriculture,  and  we  need  the  flexibility  to 
plan  strategy  and  to  carry  ouf plans  in  a  way  appropriate  to  the 
particular  market  challenge. 
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PROMOTION  OF  BRANDED  PRODUCTS 

Mr.  Chairman,  as  you  know,  MPP  funding  is  made  available  to 
nonprofit  trade  associations,  including  producer  and  industry 
groups  and  the  State  Regional  Trade  Groups.   Fiscal  1993  MPP 
allocations  were  approved  for  66  nonprofit  groups.   Funding  is 
also  provided  for  approved  branded  promotions  by  private 
companies.   In  the  1992  MPP,  more  than  650  private  companies 
participated,  up  32  percent  since  1989. 

FAS  believes  that  branded  product  promotion  is  effective  in 
expanding  high-value  product  sales.   Roughly  two- thirds  of  the 
world's  high- value  products  trade  consists  of  processed  items, 
and  virtually  all  of  these  are  produced  by  branded  companies. 
Because  consumers  select  such  products  by  brand  name,  brand 
advertising  is  often  the  most  effective  tool  for  creating  demand 
for  consumer- ready,  high- value  products.   Branded  programs 
develop  product  loyalty  and  ensure  identification  with  U.S. 
products.   Congress  recognized  these  facts  and  specifically 
authorized  branded  promotion  under  the  MPP. 

We  are,  of  course,  aware  of  concerns  regarding  branded 
promotion  -  -  certainly  the  Congress  spoke  very  clearly  in  the 
Omnibus  Budget  Reconciliation  Act  of  1993.   We  have  issued 
regulations  to  implement  those  changes.   But  there  are  those  who 
argue  that  we  have  not  gone  far  enough  to  ensure  that  MPP  funding 
be  used  to  encourage  new  promotional  efforts  for  U.S.  products, 
and  that  large  companies  not  be  able  to  take  advantage  of  MPP 
funding  to  help  cover  costs  of  promotions  they  had  already 
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planned  to  conduct  or  would  have  undertaken  on  their  own.   We  are 
listening  carefully  to  these  criticisms. 

Without  the  MPP,  private  U.S.  firms  would  have  no  obligation 
to  use  U.S.  products  in  their  brands,  and  U.S.  farmers  need  those 
markets.   We  recognize  in  dealing  with  private  companies  making 
their  own  business  decisions  that  there  are  no  guarantees.   But 
we  believe  this  program  encourages  them  to  use  more  U.S.  products 
than  they  otherwise  would  use. 

A  related  issue  that  is  often  raised  has  to  do  with  the  size 
of  firms  participating  in  MPP  branded  promotions.   The 
authorizing  legislation  for  the  MPP  did  not  direct  participation 
by  size  of  company,  type  of  ownership,  or  type  of  commodity 
promoted.   History  has  shown  that  multinational  corporations  are 
often  the  best  vehicle  for  moving  large  quantities  of  product 
into  the  export  market.   This  is  largely  due  to  an  established 
presence  overseas  and  an  efficient  distribution  system.   Again, 
the  primary  objective  of  this  program  is  to  increase  U.S. 
agricultural  exports,  and  we  strive,  when  awarding  MPP  funds  to 
multinational  corporations,  to  ensure  that  the  funds  are  used 
where  they  make  the  difference  in  the  companies'  sourcing  to  U.S. 
producers. 

The  Department  also  has  a  strong  interest  in  providing 
greater  export  opportunities  for  small  businesses.   We  fully 
support  equitable  access  to  the  MPP,  and  we  have  taken  steps  to 
increase  participation  by  small  and  medium-sized  businesses.   The 
State  Regional  Groups  report  that  of  the  2  69  companies 
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participating  in  their  1992  MPP  programs,  nearly  80  percent  would 
be  defined  as  small  (fewer  than  500  employees)  by  the  Small 
Business  Administration. 

Furthermore,  in  fiscal  1993,  FAS  approved  the  use  of  MPP 
funds  by  the  State  Regional  Trade  Groups  for  educational  seminars 
targeting  small  and  economically  disadvantaged  businesses.   The 
purpose  was  to  ensure  that  these  firms  have  an  opportunity  to 
participate  in  and  to  benefit  from,  international  marketing 
opportunities.   The  seminars  reached  more  than  500  businesses  in 
over  20  states,  with  more  seminars  yet  to  be  conducted  in  fiscal 
1994.   Last  fiscal  year,  55  of  the  companies  that  attended  the 
seminars  ended  up  as  new  applicants  for  the  MPP  branded  program. 
These  seminars  are  a  successful  new  approach  adding  to  our  other 
efforts  to  reach  out  to  small  or  new-to-market  firms  --  efforts 
including  our  AgExport  Services  group,  FAS -sponsored  trade  shows, 
and  other  activities. 

The  MPP  was  designed  to  move  U.S.  products  and  maximize 
exports  for  the  benefit  of  U.S.  agriculture.   FAS  has 
administered  the  program  so  as  to  encourage  participation  by 
small  businesses  without  adversely  affecting  participation  by 
larger  firms  that  may  have  the  resources,  experience,  and 
distribution  channels  to  produce  significant  results  in  terms  of 
moving  U.S.  products  into  world  markets. 

PROGRAM  CHANGES  AND  IMPROVEMENTS 

Mr.  Chairman,  as  you  know,  the  MPP  is  not  a  program  that  has 
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languished  in  obscurity  and  inattention.   In  response  to  the 
concerns  of  the  Congress,  recommendations  by  the  U.S.  General 
Accounting  Office,  and  at  its  own  initiative,  the  Department  has 
continued  to  take  steps  to  strengthen  and  improve  the  integrity 
and  effectiveness  of  the  MPP.   We  have  standardized  operating 
procedures,  tightened  management  controls,  required  more  program 
and  performance  documentation  from  participants,  and  strengthened 
the  integrity  of  program  activities. 

Most  recently,  we  have  issued  regulations  to  implement  the 
program  changes  made  in  the  Omnibus  Budget  Reconciliation  Act  of 
1993.   These  regulations  make  the  following  changes: 

1.  Assistance  will  only  be  provided  to  counter  or  offset 
the  adverse  effect  of  an  unfair  trade  practice  of  a  foreign 
country.   This  requirement  does  not  apply  to  activities  conducted 
by  small  businesses  operating  through  the  State/Regional  Groups. 

2.  For  brand  promotions,  our  first  priority  is  to  fund 
activities  conducted  by  small  businesses. 

3.  We  will  not  fund  promotion  activities  for  a  specific 
brand  product  in  a  single  market  for  more  than  five  years  unless 
a  special  determination  is  made. 

4.  For  nonbrand  promotions,  program  participants  will  be 
required  to  provide  a  minimum  level  of  contributions  of  no  less 
than  10  percent  of  CCC  resources  expended. 

5.  Each  participant  will,  be  required  to  certify  that  CCC 
resources  will  supplement,  but  not  supplant,  any  private  or  third 
party  funds  or  other  contributions  to  program  activities. 
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6.  CCC  now  may  require  a  participant  to  contract  for  an 
independent  evaluation  or  audit  of  program  activities.   This 
evaluation  may  not  be  paid  for  with  CCC  funds. 

7.  No  funds  may  be  used  for  activities  related  to  tobacco. 
Other  past  changes  include  developing  specific  funding 

criteria  for  the  program  to  ensure  equitable  access  to  the  MPP 
for  all  interested  parties,  and  expanding  the  State  Regional 
Trade  Groups'  assistance  to  small  and  new- to- export  firms.   In 
addition,  FAS  is  firmly  committed  to  further  enhancing  the 
evaluation  process.   Over  the  past  several  years,  we  have 
conducted  and  participated  in  several  seminars  on  evaluation 
techniques.   Program  participants  are  also  holding  conferences 
and  training  sessions  devoted  to  program  planning  and  evaluation 
and  have,  as  in  the  case  of  the  Southern  United  States  Trade 
Association  (SUSTA) ,  completely  overhauled  promotional  strategies 
based  on  evaluation  results. 

Mr.  Chairman,  the  President's  fiscal  year  1995  budget 
proposes  a  program  level  for  the  MPP  of  $75  million.   The  program 
will  be  leveraged  as  we  have  increased  the  required  levels  of 
private  sector  support.   We  will  continue  to  stress  funding  of 
direct  promotional  activities,  with  the  largest  payoff,  and 
reduce  funding  for  administrative  overhead  to  minimum  efficient 
levels . 

These  changes  and  improvements  have  helped  maintain 
recognition  of  the  program's  important  role  in  agricultural 
export  promotion.   We  have  listened  and  responded  to  suggestions 
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for  improvements  and  have  worked  hard  to  make  sure  the  MPP  is  a 
tightly  managed,  results-oriented  program.   We  need  to  operate 
the  program  as  efficiently  and  effectively  as  possible,  with 
minimum  paperwork  burden  on  the  participants.   Our  effort  has 
been  to  execute  a  program  designed  to  advance  export  growth  and 
to  implement  it  in  a  way  that  is  user- friendly  for  small  as  well 
as  large  companies . 

MPP  SUCCESS  STORY 

Mr.  Chairman,  as  you  know,  there  have  been  many  hearings  on 
the  MPP,  and  we  usually  provide  a  long  list  of  success  stories  of 
how  the  program  was  used  to  develop  markets  and  expand  exports 
for  a  wide  range  of  products.   We  will  be  very  happy  to  supply 
such  a  list,  if  you  so  request.   For  this  hearing,  however,  I 
want  to  look  at  just  one  example  of  what  this  program  can 
accomplish. 

MPP  activities  were  instrumental  in  laying  the  groundwork 
for  liberalization  of  Japan's  rice  market.   Since  1990,  the  USA 
Rice  Council  has  invested  about  $4  million  of  MPP  funds  to 
influence  Japanese  consumer  opinion  so  that  when  Japan  opened  its 
market  to  foreign  rice,  U.S.  rice  would  be  perceived  as  high 
quality.   The  success  of  this  campaign  was  measured  through 
numerous  surveys  which  showed  that  the  Japanese  public's 
acceptance  of  U.S.  table  rice  rose  from  30  percent  in  1990  to  60 
percent  in  1993.   Just  two  weeks  ago,  a  front  page  article  in  the 
Washington  Post  said  that  U.S.  rice  "has  proven  highly  popular" 
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in  Japan. 

The  U.S.  rice  industry,  through  the  MPP,  had  paved  the  way 
for  immediate  product  acceptability,  which  enabled  our  exporters 
to  capitalize  on  the  recent  opening  of  the  Japanese  market.   In 
the  last  quarter  of  1993,  about  $14  million  of  U.S.  rice  was 
exported  to  Japan,  and  in  the  first  half  of  1994,  another  $50 
million  will  be  exported.   Growth  and  market  share  prospects  are 
more  secure  as  a  result  of  well -planned  and  executed  market 
promotion  activities. 

CONCLUSION 

In  concluding  my  testimony  today,  I  would  like  to  stress  one 
major  accomplishment  of  the  MPP  that  is  frequently  overlooked  -- 
what  this  program  has  done  in  motivating  U.S.  interest  in  the 
export  market  and  in  trade  issues.   For  most  agricultural 
commodities  and  most  products,  we  have  arrived  at  the  point  where 
the  export  market  is  no  longer  looked  upon  as  a  place  to  divert 
temporary  excess  supplies,  but  as  a  real  market  for  development 
--  the  growth  market  for  U.S.  agriculture.   Hamburg,  Milan, 
Singapore,  and  other  international  commercial  centers  are 
becoming  as  familiar  to  growers  and  processors  as  New  York, 
Chicago,  and  San  Francisco. 

The  MPP  has  played  a  crucial  role  in  this  process  by 
assisting  firms,  many  of  which  otherwise  might  not  have 
participated  in  exporting,  to  meet  the  highly  specialized  demands 
of  consumers  in  many  different  lands. 
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However,  U.S.  farmers  and  exporters  still  face  a  "tough 
sell"  in  the  international  marketplace.   In  a  world  of  increasing 
competitiveness,  the  MPP  has  proven  itself  to  be  a  versatile  tool 
available  to  U.S.  agriculture  in  building  new  markets.   In 
particular,  MPP  has  helped  U.S.  farmers  and  exporters  position 
themselves  to  take  advantage  of  market  opportunities  in  the  most 
vibrant  sector  of  world  agricultural  trade,  high- value  products. 

We  want  to  maintain  the  focus  and  flexibility  of  this 
program  so  we  can  continue  to  build  on  its  record  of  success. 

Thank  you,  Mr.  Chairman,  for  this  opportunity  to  lay  out 
some  of  the  facts  about  the  MPP.   At  this  point,  I  will  be  happy 
to  answer  any  questions. 
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witnesses 

richard  mcguire,  commissioner,  new  york  department  of  ag- 
riculture and  markets 

ronald  l.  gaskill,  executive  dhiector,  eastern  u.s.  agricul- 
tural and  food  export  councdl 

claudia  kirby,  manager,  customer  service,  brands  and 
international,  tki  foods 

chris  schlect,  presd3ent,  northwest  horticulture  council 

jerry  calvani,  president,  cotton  councbl  international 

john  whipple,  u.s.  feedgrains  counch. 

richard  johnson,  sunkist  growers 

john  hardin,  jr.,  meat  industry  trade  policy  councbl 

jim  duncan,  president,  monticello  hardwood  inc. 

Opening  Remarks 

Mr.  Durbin.  What  I  am  going  to  do  is  to  ask  all  three  panels  to 
come  to  the  table.  I  am  happy  to  welcome  Mr.  Richard  McGuire, 
Commissioner  of  the  New  York  Department  of  Agriculture;  Mr. 
Ronald  Gaskill,  Executive  Director  of  Eastern  U.S.  Ag  and  Food 
Export  Council;  and  Ms.  Claudia  Kirby,  from  Springfield,  Illinois. 
Glad  to  have  you  here  today. 

Ms.  KlRBY.  Thank  you. 

Mr.  Durbin.  Also,  Mr.  Chris  Schlect,  President  of  the  Northwest 
Horticultural  Council;  Mr.  Jerry  Calvani,  Cotton  Council;  John 
Whipple  of  the  National  Feed  Grains  Council;  Richard  Johnson, 
Sunkist;  John  Hardin  of  the  Meat  Industry  Trade  Policy  Council; 
and  Jim  Duncan,  President  of  Monticello  Hardwood. 

We  will  start  in  just  a  moment. 

[Pause.] 

Mr.  Durbin.  Our  first  witness  will  be  Mr.  Richard  McGuire. 
Where  are  you? 

Mr.  McGuire.  Right  here. 

Mr.  Durbin.  Good  to  see  you,  right  in  the  center,  Commissioner 
of  the  New  York  Department  of  Agriculture  and  Markets. 

Now,  Mr.  Walsh  has  told  me  repeatedly  what  a  big  agricultural 
state  New  York  is,  and  I  bet  you're  going  to  tell  me  the  same  thing. 

We're  glad  to  have  you  here  today. 

Mr.  McGuire.  Absolutely. 

Mr.  Durbin.  We  will  put  your  statement  in  the  record,  and  if  you 
would  like  to  give  us  the  parts  you  want  us  to  remember,  now  is 
the  opportunity. 

(41) 
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National  Association  of  State  Departments  of  Agriculture 

Mr.  McGuiRE.  Thank  you  very  much,  Mr.  Chairman  and  mem- 
bers of  the  committee.  I'm  pleased  there  are  so  many  members  of 
the  committee  are  here.  In  my  comments  I'm  going  to  ask  you  a 
few  questions,  and  for  those  people  who  are  no  longer  here,  I  hope 
you  will  transmit  those  answers  to  them. 

Mr.  DURBIN.  Sure. 

Mr.  Skeen.  We  hold  night  school  for  them.  [Laughter.] 

Mr.  McGuiRE.  I  appreciate  this  opportunity  to  speak  to  the  com- 
mittee. I  represent  all  50  of  our  NASDA  members.  I'm  testifying 
today  not  just  for  New  York  State,  although  obviously  the  state  is 
too  big  for  me  just  to  testify  for  it  alone,  and  I  am  glad  we  have 
a  Congressman  on  your  committee. 

Mr.  DURBIN.  A  good  one  too. 

Mr.  McGuiRE.  But  I  represent  NASDA,  and  I  would  point  out 
that  all  50  State  secretaries,  directors  and  commissioners — which- 
ever they  may  be  called  in  their  various  States — strongly  support 
the  MPP  program. 

IMPORTANCE  OF  MPP  AND  EXPORTS 

I  would  like  to  begin  by  briefly  talking  about  how  MPP  is  used, 
and  stressing  how  important  it  is  to  the  state  departments  of  agri- 
culture in  their  export  trade  development  efforts  to  coordinate 
through  state-regional  trade  groups. 

The  Market  Promotion  Program  was  created  to  encourage  ex- 
ports of  U.S.  agricultural  products  and  it  focused  primarily  on  high 
value-added  products  such  as  fruit,  nuts,  and  processed  products 
with  priority  given  to  products  adversely  affected  by  unfair  foreign 
trade  practices. 

Agricultural  exports  are  important  to  the  overall  U.S.  economy, 
generating  great  economic  activity,  income  and  jobs.  Each  $1  bil- 
lion in  agricultural  exports  supports  an  estimated  22,000  U.S. 
jobs — jobs  on  farms,  in  processing,  packaging,  transportation,  and 
even  in  insurance  and  related  industries. 

In  fiscal  year  1993,  U.S.  agricultural  exports  exceeded  $42  bil- 
lion, and  the  U.S.  recorded  its  34th  straight  year  surplus  on  agri- 
cultural trade — a  surplus  large  enough  to  put  agriculture  in  front 
of  all  other  U.S.  industry  sectors  in  contributing  positively  to  the 
Nation's  trade  balance. 

In  fiscal  year  1993,  agriculture  contributed  a  positive  $18  billion 
to  the  United  States  trade  balance  while  all  non-agriculture  indus- 
tries recorded  a  negative  $147  billion. 

MPP  BUDGETS 

The  proposed  1995  agriculture  budget  provides  a  total  of  $8.4  bil- 
lion for  international  programs  and  activities,  including  $5.7  billion 
for  the  Commodity  Credit  Corporation. 

The  CCC  funds  the  Market  Promotion  Program.  As  you  know, 
the  purpose  of  the  MPP  is  to  support  the  development,  mainte- 
nance and  expansion  of  commercial  export  markets  for  U.S.  agri- 
cultural commodities  and  products. 

The  CCC  funds  partially  reimburse  MPP  participants  for  the 
costs  of  carrying  out  foreign  market  development  and  export  pro- 
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motion  activities  in  designated  countries.  NASDA  and  your  re- 
gional trade  organizations  are  participants  in  the  MPP. 

Now,  the  1990  Farm  Bill  specified  funding  at  the  $200  million 
level  and  also  that  NASDA  and  the  state-regional  trade  groups  re- 
ceive at  least  20  percent  of  the  annual  MPP  allocation. 

It  has  been  a  major  battle,  as  you  all  appreciate,  to  keep  MPP 
in  the  budget  the  last  few  years.  In  fiscal  year  1994,  the  proposed 
budget  level  was  $100  million.  That's  half  of  what  was  originally 
designated,  and  the  Administration  has  asked  for  only  $75  million 
for  the  1995  budget. 

STATE  REGIONAL  TRADE  GROUPS 

State-regional  trade  groups  are  private  non-profit  international 
trade  development  organizations  of  state  departments  of  agri- 
culture which  have  joined  together  to  share  resources  and  develop 
comprehensive  multi-state  programs  that  stimulate  exports  from 
across  the  United  States. 

New  York  is  proud  to  be  a  part  of  it,  and  I'm  president  of  the 
Northeast  Group.  I  will  say  one  of  the  things  that  hasn't  been  men- 
tioned here  if  you're  talking  about  multiplications  of  dollars  spent, 
the  money  that  goes  to  the  regionals,  the  four  regionals  that  cover 
all  of  the  50  state  departments  of  agriculture  and  markets,  is  prob- 
ably doubled  or  tripled  in  the  effort  because  of  the  personnel  in 
each  state  to  work  on  the  program  paid  by  state  funds  and  not  by 
Federal  Funds. 

MPP  funding  is  critical  to  the  continuation  of  these  activities, 
and  NASDA  policy  supports  funding  at  $200  million  as  originally 
requested  by  President  Clinton  for  1994; 

At  this  time,  it  would  be  difficult  to  go  back  to  that  $200  million 
level,  but  that  figure  is  more  representative  of  the  level  of  need  to 
assure  movement  of  agricultural  products  in  today's  market  atmos- 
phere. 

IMPACT  OF  MPP  BUDGET  REDUCTION 

The  fiscal  year  1995  budget  proposal  to  reduce  the  Market  Pro- 
motion Program  to  $75  million  from  the  $100  million  appropriated 
in  fiscal  year  1994  will  severely  impact  the  operation  of  the  pro- 
gram, reducing  agricultural  exports  and  economic  activity  across 
the  country. 

Now,  let  me  move  on  to  some  subject  matters  that  came  up  in 
your  previous  panel's  discussion  that  I  would  like  to  address  also 
to  the  group,  and  it  is  not  in  my  printed  material,  but  you  gave 
me  leeway  to  state  some  things  that  weren't  in  there. 

U.S.  POTENTIAL  IN  AG  EXPORTS 

I  would  like  to  focus  attention  for  a  minute  on  a  broader  picture 
here.  We  are  facing  a  growth  in  the  world  population,  doubling,  tri- 
pling perhaps  in  the  next  century,  growth  in  the  economic  develop- 
ing market  areas,  specifically  in  the  Pacific  Rim  countries  where 
there  is  a  lot  of  already  in  place  shared  investment  programs  that 
are  taking  people  off  of  food  production  in  China  and  India,  where 
80  percent  of  their  people  produce  food,  giving  them  jobs  in  fac- 
tories so  they  are  no  longer  producing  their  own  food,  but  they  are 
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giving  them  dollars  with  which  to  buy  food,  and  it  is  going  to  great- 
ly impact  their  demand  for  American  food  products. 

There  is  potential  for  growth  and  production  of  nearly  all  com- 
modities in  this  country — new  biotechnology,  new  scientific  re- 
search, land  that  is  even  in  production. 

If  there  is  any  country  in  the  world  that  has  got  an  opportunity 
to  feed  that  doubling  of  the  world  population,  it  is  the  United 
States,  and  I'm  concerned  that  we  take  any  action  that  will  mini- 
mize our  opportunity  to  do  so  because  other  countries  are  certainly 
active  in  pursuing  that  goal. 

FAS  ROLE  IN  TAPPING  POTENTIAL 

In  the  immediate  future  and  in  the  next  century,  the  Foreign  Ag- 
ricultural Service  can  have  a  very  key  role  in  the  economic  stability 
of  U.S.  agriculture.  If,  in  fact,  the  direction  of  U.S.  government  pol- 
icy to  agriculture  is  a  reduction  in  direct  government  payments  to 
commodities,  then  the  one  area  that  we  should  be  increasing  our 
funding  would  be  adding  to  a  much  broader  segment  of  agricultural 
access  to  a  growth  world  market. 

We're  cutting  billions  out  of  our  support  programs  and  programs 
of  direct  payment  to  major  commodities.  By  government  action,  you 
are  including  the  MPP  Program  many  commodities  who  are  not  in 
government  programs,  and  if  we're  going  to  really  access  that  world 
market,  and  in  so  doing,  increase  the  economic  impact  of  jobs  and 
agricultural  production  and  value-added  products  in  this  country, 
then  the  MPP  Program  is  the  program  that  ought  to  be  increasing 
rather  than  decreasing. 

The  whole  concept  of  jobs  and  agricultural  production  is  mis- 
understood apparently  by  a  lot  of  people.  I  am  not  here  to  defend 
FAS,  but  I  have  been  here  long  enough  to  know  that  the  original 
concept  was  to  move  commodities.  There  was  nothing  in  the  origi- 
nal TEA  Program  that  said  anything  about  job  creation. 

It  was  volume  of  agricultural  products. 

U.S.  CONTENT  POLICY 

One  of  the  things  that  I  sense  we  do  not  understand  is  how  many 
of  our  agricultural  commodities  are  already  moved.  When  we  talk 
about  100  percent  domestic  companies,  we  are  having  a  little  dif- 
ficulty in  that  because  we  find  that  some  of  our  historic  companies 
in  the  cheese  industry,  for  example,  in  New  York  State,  and  I'm 
sure  in  other  dairy  production  areas,  are  now  owned  by  foreign  con- 
cerns, two  of  our  major  cheese  manufacturing  companies  in  New 
York  State,  one  owned  by  the  Dutch,  one  owned  by  the  Germans. 

Does  this  eliminate  them  from  the  program?  I've  heard  conflict- 
ing concerns  here  about  who  we  are  including  and  who  we 
shouldn't  include.  A  hundred  percent  American  commodities  also  in 
the  cheese  programs  is  an  example. 

One  of  our  moving  cheese  companies,  our  new  varieties  of  cheese, 
we  use  pimentos,  we  use  olives,  we  use  a  whole  lot  of  products  that 
are  not  produced  in  the  United  States.  Does  that  eliminate  that 
commodity  from  being  in  the  MPP  Program  because  of  additives 
that  are  not  produced  in  America,  but  are  brought  in  here  and  used 
in  the  product? 
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I  don't  think  we  can  make — my  illustration  is  that  we  can't  make 
blanket  indictments  on  the  way  some  of  this  is  allocated. 

I  will  point  out  that  in  our  use  effect  program,  the  Northeast  re- 
gion as  well  as  the  other  four  regional  programs,  we  have  set  up 
separate  from  USDA  screening  committees,  a  very  precise  process 
of  how  a  company  is  qualified  to  get  MPP  Program  monies,  and  I 
think  is  working  very  effectively. 

But  in  that  category  that  I  have  just  mentioned,  we  have  dif- 
ficulty on  separating  to  the  letter  of  the  law,  or  directed  from  FAS 
in  fact,  on  exactly  how  these  funds  should  be  allocated. 

We  still  inherently  go  back  to  the  fact  we  have  got  to  accommo- 
date the  systems  that  are  in  place,  the  major  companies  that  are 
in  the  world  market  already,  rather  than  re-creating  the  wheel. 

If  we  can  involve  them  to  the  point  of  moving  our  products,  we 
originally  thought  that  was  the  intent. 

I  will  be  happy  to  answer  any  questions. 

[Clerk's  note. — Mr.  McGuire's  prepared  statement  appears  on 
pages  77  through  79.] 

Eastern  U.S.  Agricultural  and  Food  Export  Council 

Mr.  Durbin.  Thank  you,  the  next  witness  is  Mr.  Ronald  Gaskill, 
Executive  Director  of  the  Eastern  U.S.  Agricultural  and  Food  Ex- 
port Council. 

Mr.  Gaskill.  Thank  you  much,  and  good  morning,  Mr.  Chair- 
man, and  honorable  members  of  the  subcommittee.  Excuse  my 
back. 

Mr.  Walsh.  No  problem. 

Mr.  Gaskill.  I'm  Ron  Gaskill,  Executive  Director  of  the  Eastern 
U.S.  Agricultural  and  Food  Export  Council  known  as  EUSAFEC, 
and  I'm  pleased  to  be  here  this  morning  to  provide  you  with  an 
overview  of  our  experiences  with  the  export  promotion  and  develop- 
ment programs  of  the  Foreign  Agricultural  Service,  and  particu- 
larly of  course,  MPP  and  FMD,  as  we  have  been  discussing. 

I'm  privileged  also  to  represent  the  general  views  of  the  executive 
directors  of  three  other  state-regional  trade  organizations  like 
EUSAFEC,  the  Mid- America  International  Agri-Trade  Council  or 
known  as  MIATCO  in  Chicago,  the  Southern  U.S.  Trade  Associa- 
tion or  SUSTA  based  in  New  Orleans,  and  the  Western  U.S.  Ag. 
Trade  Association  or  WUSATA  based  in  Vancouver,  Washington. 

APPRECIATION  OF  MPP  SUPPORT 

Before  I  proceed  with  the  substantive  remarks,  on  behalf  of  my- 
self and  my  three  colleagues,  I  wish  to  extend  a  sincere  thank  you 
to  this  subcommittee,  and  particularly  to  Chairman  Durbin  for  the 
support  and  leadership  that  you've  demonstrated  in  the  United 
States  Congress  for  the  MPP  and  for  the  FMD  Programs. 

Certainly  in  a  time  of  trial,  you  are  a  beacon  for  those  of  us  who 
know  and  truly  appreciate  the  immense  value  of  both  of  these  pro- 
grams to  American  agriculture  and  the  food  industry.  Indelibly  per- 
manent in  my  mind  will  always  be  Chairman  Durbin's  floor  bra- 
vado of  yes,  yes,  yes. 

Mr.  Skeen.  A  real  beacon. 

Mr.  Gaskill.  A  C-span  star.  [Laughter.] 
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HOW  MPP  SUPPORTS  SRTG'S 

Mr.  Gaskill.  Commissioner  McGuire  has  already  enlightened 
you  to  the  impressive  results  of  state-regional  export  market  devel- 
opment and  promotional  activities  over  the  past  few  years,  and  I 
won't  repeat  the  details,  but  I  will  explain  how  the  MPP  and  the 
FMD  Programs  effectively  help  state-regionals  with  export  develop- 
ment approaches  that  are  somewhat  different  from  more  tradi- 
tional, commodity-based  cooperator  and  participant  organizations. 

The  differences  are  not  important  because  either  approach  is  bet- 
ter than  the  other,  but  in  fact,  quite  to  the  contrary,  because  they 
compliment  each  other  and  demonstrate  that  the  FMC  and  MPP 
Programs  have  all  along  been  doing  exactly  what  their  critics  have 
suggested  that  they  weren't;  that  is,  they  are  being  implemented 
to  help  all  types  of  agriculture  and  food  businesses,  not  just  a  few 
of  the  very  largest. 

ROLE  OF  SRTG'S 

One  specific  difference  of  state-regionals  is  that  they  deal  with  a 
multitude  of  different  product  types  and  commodity  sectors  while 
commodity-based  organizations  are  required  to  develop  export  mar- 
keting and  promotion  activities  for  only  their  specific  commodity. 

Any  firm  or  commodity  sector  whose  products  are  not  consistent 
with  export  development  activities  of  an  established  commodity  co- 
operator  or  participant  organization  may  be  included  in  the  activi- 
ties of  a  state-regional. 

In  this  state,  state-regionals  act  as  catch-alls  to  assure  that  every 
food  and  agriculture  business  or  commodity  sector,  no  matter  how 
small,  has  access  to  Federal  export  marketing  programs. 

More  than  60  percent,  or  about  378  in  number,  of  the  companies 
participating  in  the  branded  promotion  program  access  the  pro- 
gram the  only  way  they  have  available,  which  is  through  the  state- 
regionals. 

In  addition  to  promoting  products  and  commodity  sectors  which 
are  otherwise  ineligible  for  participation  with  commodity-based  or- 
ganizations, the  state-regionals  assume  important  roles  as  incuba- 
tors to  help  inexperienced  firms  and  commodity  sectors  learn  about 
and  experience  export  marketing. 

This  is  an  especially  crucial  need  for  thousands  of  non-exporting 
firms  in  the  food  and  agriculture  industry,  particularly  small  busi- 
nesses. 

When  asked  why  they've  not  exported,  or  why  they  haven't  pre- 
pared an  export  marketing  strategy,  most  non-exporting  firms  have 
at  least  told  us  that  they  do  not  know  how  to  export  or  market 
internationally,  so  lack  of  knowledge  is  preeminent. 

The  second  most  frequent  response  is  their  belief  that  in  large 
case  because  they  are  not  aware  or  they  do  not  have  adequate 
knowledge,  they  also  feel  that  they  have  inadequate  resources  to 
inadequate  infrastructure  indeed  to  export. 

The  state-regional  train  companies  in  the  process  of  export  mar- 
keting. In  fact,  EUSAFEC  and  the  National  Dairy  Board  are 
teaming  to  provide  export  training  to  a  dozen,  new-to-export  dairy 
processors  tomorrow  in  Boston,  Massachusetts. 
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The  other  three  state-regionals  have  training  programs  for  dairy 
products  scheduled  later  this  year.  In  1992  alone,  the  four  of  us 
conducted  more  than  42  export  training  and  education  seminars  to 
more  than  a  thousand  people  in  about  44  different  states,  and  that 
is  certainly  for  us  not  a  new  event.  We've  been  doing  that  for  quite 
a  number  of  years. 

EDUCATING  NEW-TO-EXPORT 

The  state-regional  emphasis  on  preparing  companies  and  com- 
modity sectors  to  export  will  be  even  stronger  in  the  future.  Each 
of  the  state-regionals  has  plans  to  restructure  their  organizations 
in  1994  to  offer  company  consultation  and  export  readiness  assess- 
ment services  on  an  individualized  rather  than  a  group  basis. 

Increased  personal  attention  we  feel  will  help  companies  to  bet- 
ter apply  what  it  is  they  have  learned  in  training  seminars.  We  feel 
that  the  results  in  particular  should  help  those  companies  improve 
their  initial  performance  when  they  get  into  export  markets. 

As  evidenced  by  the  testimony  of  Commissioner  McGuire,  there 
are  literally  hundreds  of  success  stories  involving  companies  which 
have  developed  or  increased  export  markets  due  to  combined  efforts 
of  state-regionals  with  MPP  and  FMC  Programs. 

One  such  of  course  involves  an  apply  program  that  we  have  a 
small  company  in  New  York  State  that  decided  it  needed  to  make 
some  adjustments  with  regard  to  its  marketing  program.  There 
were  five  producer  growers,  producer  packers  that  decided  they 
needed  to  combine  their  efforts  in  order  to  sustain  a  meaningful 
marketing  effort. 

They,  at  that  time,  also  determined  that  the  market  was  not  just 
domestic,  but  it  was  international  as  well.  With  some  help  from  the 
State  of  New  York  and  an  economic  development  grant  that  they 
got,  they  were  able  to  do  some  research  as  to  what  they  needed  to 
do  not  only  to  prepare  their  infrastructure,  but  then  also  prepare 
their  strategy  for  entering  a  particular  market  for  the  Empire  vari- 
ety of  apple  which  they  grow  prominently  in  New  York. 

The  United  Kingdom  was  the  target  that  was  chosen,  and  in- 
deed, after  they  invested  several  million  dollars  in  a  new  packing 
line  and  utilized  the  resources  of  the  State  of  New  York,  they  were 
prepared  at  that  time  to  actually  do  some  promotion  and  commu- 
nicating with  the  market  in  the  United  Kingdom,  and  indeed,  that 
is  where,  for  them,  the  MPP  came  to  be  extremely  valuable. 

They  have  since  used  the  program  for  the  purpose  of  attracting 
the  interest  of  a  couple  of  major  U.K.  retailers  in  the  Empire  vari- 
ety. They  were  able  to  conduct  some  initial  promotions  for  the  Em- 
pire variety  which  is  very  new  in  the  U.K.,  and  indeed,  that  along 
with  a  number  of  other  things  that  have  been  done,  have  estab- 
lished the  Empire  as  a  new  variety  in  the  U.K.  market  as  very  sub- 
stantial. 

So  it  is  not  only  going  to  benefit  the  growers,  not  only  these  par- 
ticular five  growers,  but  it  is  also  going  to  benefit  other  growers  in 
New  York  State,  other  growers  in  the  east,  other  growers  in  the 
Midwest  who  grow  the  Empire  variety  of  apples. 

It  is  simply  one  illustration  where  States  and  Federal  have  got 
together  with  the  private  initiative  and  the  resourcefulness  of  indi- 
vidual companies  to  make  it  work  in  the  export  market. 
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The  firms,  the  products  and  the  target  markets  are  different,  but 
the  results  are  the  same,  or  better  for  hundreds  of  other  companies. 
New  or  experienced,  big  or  small,  the  MPP  and  FMD  Programs 
have  been  very  effective  at  helping  to  sell  U.S.  products  overseas, 
and  are  really  crucial  to  U.S.  competitiveness  in  those  markets. 

To  those  of  us  who  are  directly  involved  and  see  the  everyday 
success  of  new  or  experienced  companies  in  export  markets,  the 
MPP  and  FMD  programs  are  unquestionably  proper  and  desirable 
catalysts  for  real  economic  growth  in  the  U.S.  agriculture  and  food 
industry. 

RESTORE  FUNDING 

Mr.  Chairman  and  honorable  members  of  the  subcommittee,  the 
state-regionals  are  convinced  that  most  Members  of  Congress,  as  I 
am  sure  you  are  as  well,  and  of  the  news  media,  are  grossly  mis- 
informed and  mislead  about  the  MPP  and  the  tremendous  energy 
that  it  truly  creates  between  public  and  private  sectors. 

We  urge  in  strongest  terms  that  there  be  a  meaningful  invest- 
ment in  American  agriculture,  and  that  by  doing  so,  the  funding 
levels  of  the  MPP  and  FMD  Programs  be  restored  to  historic  levels. 

We  thank  you  for  your  past  support,  and  look  forward  to  working 
with  you,  to  gain  greater  support  for  these  and  other  programs  in 
the  future. 

I  would  simply  add  that  the  end  of  my  written  testimony  in- 
cludes a  fact  sheet  that  was  prepared  by  just  the  state-regionals  for 
1992,  and  it  does  indeed  describe  some  of  the  efforts  that  we  have 
had. 

I  thank  you  for  the  opportunity,  and  look  forward  to  answering 
any  questions  you  may  have. 

[Clerk's  note. — Mr.  Gaskill's  prepared  statement  appears  on 
pages  80  through  86.] 

TKI  Foods,  Inc. 

Mr.  Durbin.  Thanks,  Mr.  Gaskill.  The  next  witness,  Ms.  Claudia 
Kirby,  the  Manager  of  the  customer  service,  brands  and  inter- 
national division  of  the  TKI  Foods,  Springfield,  Illinois.  I  have  to 
tell  you,  Ms.  Kirby,  you  are  the  first  witness  before  this  subcommit- 
tee from  the  town  of  Springfield  but  it  is  mentioned  occasionally. 
[Laughter.] 

Thank  you  for  joining  us  today. 

Ms.  Kirby.  Well,  I'm  truly  honored.  Good  morning  Mr.  Chairman 
and  members  of  the  subcommittee.  As  stated  before,  my  name  is 
Claudia  Kirby  and  I'm  international  manager  for  TKI  Foods.  We 
are  headquartered  in  Springfield,  Illinois,  and  we  also  have  a  sub- 
sidiary, Spectrum  Foods,  in  Decatur,  Illinois. 

TKI  FOODS  HISTORY 

Our  total  number  of  employees  in  our  company  is  150,  and  our 
total  payroll  for  1993  was  $2,172,000. 

I'd  like  to  give  you  just  a  brief  history  of  what  our  company  sales 
have  been.  In  1993,  our  company's  total  sales  were  over  $15  million 
with  the  export  portion  of  that  being  $1  million,  or  6.5  percent  of 
the  total. 
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We've  projected  1994  sales  to  be  $18  million  with  the  export  por- 
tion being  over  $5  million,  or  30  percent  of  the  total. 

We  are  currently  competing  in  the  following  markets:  Germany, 
Hungary,  Middle  East,  and  Japan,  and  we  have  these  additional 
markets  scheduled  to  open  in  1994:  Indonesia,  Kuwait,  Panama, 
Austria,  Switzerland,  and  Canada. 

Our  company  has  been  receiving  MPP  funds  for  the  past  two 
years.  In  1992,  we  received  $12,500  in  MPP  funds  for  assistance  in 
the  country  of  Hungary.  Our  total  company  and  foreign  third  party 
contribution  in  that  country  was  $265,000. 

In  1993,  we  received  $112,000  in  MPP  funds  for  the  countries  of 
Hungary  and  Germany.  Our  total  company  and  foreign  third  party 
contributions  in  those  countries  were  $664,000. 

VALUE  OF  MPP 

Next  I  would  like  to  explain  what  MPP  funding  has  meant  to  our 
company.  First  of  all,  jobs — one  of  our  most  successful  products  in 
the  international  marketplace  is  diet  meal  replacement. 

The  product  used  to  represent  a  majority  of  our  business  in  the 
United  States  a  couple  of  years  ago,  however  due  to  decline  in  the 
product  category,  U.S.  sales  dropped.  At  the  same  time,  we  learned 
that  demand  for  the  product  internationally  was  just  beginning  to 
develop. 

Financial  help  from  the  marketing  promotional  program  enabled 
our  company  to  capitalize  on  this  demand  in  the  international  mar- 
kets. This  increase  in  demand  was  vitally  important  to  our  com- 
pany in  order  to  keep  production  lines  running  and  save  jobs  that 
would  have  otherwise  been  lost. 

MPP  funding  has  also  enabled  TKI  Foods  to  compete  with  this 
product  in  the  global  marketplace  where  the  product  category  is 
growing,  and  potential  for  success  is  limited  only  by  our  ability  to 
fund  our  marketing  programs. 

Although  we  face  international  competition  by  companies  who 
are  manufacturing  similar  products  overseas,  our  company  is  able 
to  incur  the  increased  cost  of  overseas  shipping  and  duties,  and 
still  compete  successfully  because  we  have  the  support  of  MPP 
funds  to  supplement  our  marketing  programs. 

Without  these  supplemental  marketing  funds,  we  would  not  have 
the  financial  capability  of  successfully  selling  our  product  in  the 
international  marketplace. 

Finally,  support  from  MPP  has  meant  growth  for  TKI  Foods  both 
financially  and  through  increased  employment.  As  I  pointed  out 
earlier,  our  export  sales  have  increased  from  $1  million  in  1993  to 
a  very  realistic  projection  of  over  $5  million  in  1994. 

This  increase  is  the  direct  result  of  additional  investments  that 
TKI  is  making  in  the  international  marketplace,  coupled  with 
MPP's  support  of  50  percent  matching  funds. 

Their  support  also  means  growth  for  our  company  in  terms  of  our 
employee  base.  The  immediate  results  has  been  additional  produc- 
tion jobs  to  support  increased  production  times.  The  long-term  re- 
sult will  be  the  addition  of  clerical  and  management  jobs  within 
our  organization. 

Mr.  Chairman,  thank  you  for  allowing  me  this  opportunity  to  tes- 
tify. 
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[Clerk's  note. — Ms.  Claudia  Kirby's  company — TKI  Foods — sta- 
tistics appear  on  page  86.] 

Mr.  Durbin.  Thanks,  Ms.  Kirby.  We  will  ask  a  few  questions 
after  we  see  what  our  fate  is  going  to  be  here. 

[Pause.] 

Mr.  Durbin.  It  looks  like  we  may  have  additional  time.  If  we  can 
try  to  bring  in  a  few  more  witnesses  to  testify,  and  then  maybe 
open  it  to  questions  from  the  subcommittee. 

Mr.  Chris  Schlect,  President  of  the  Northwest  Horticultural 
Council  of  Yakima,  Washington  on  behalf  of  the  Coalition  to  Pro- 
mote U.S.  Ag.  Exports. 

Mr.  Schlect.  Yes,  Mr.  Chairman. 

Mr.  Durbin.  Thanks  for  joining  us. 

Coalition  to  Promote  U.S.  Agricultural  Exports 

Mr.  Schlect.  Thank  you  for  the  opportunity  and  the  full  com- 
mittee. 

I'm  here  today  kind  of  as  a  umbrella  person,  and  not  to  speak 
for  my  specific  commodity,  although  I  was  pleased  to  hear  Mr.  Pas- 
tor's remark  about  our  apples  in  the  Mexican  marketplace.  I  know 
you  have  seen  them  also,  Mr.  Chairman. 

Mr.  Durbin.  Yes. 

Mr.  Schlect.  I  think  it  is  a  good  success  story  for  this  entire  pro- 
gram of  what  we  have  been  able  to  accomplish  in  a  new  market 
that  was  opened  up  largely  by  a  number  of  your  efforts  in  the 
NAFTA  debate. 

There  are  a  number  of  my  colleagues  that  will  still  speak  that 
will  go  into  specifics  about  how  this  program  has  worked  for  rep- 
resentative commodities,  and  so  with  your  permission,  you  have  my 
statement  on  behalf  of  everybody  in  the  record,  and  I  will  maybe 
just  hit  a  few  high  points,  if  that  would  be  appropriate. 

GATT  AGREEMENT — OPPORTUNITY  FOR  MPP 

One  of  the  things  I  would  like  to  point  out  or  stress  is  the  fact 
that  with  the  GATT  agreement,  that  we  anticipate  will  be  entered 
into  by  this  Congress,  there  will  be  disciplines  on  a  number  of  ex- 
port programs  worldwide,  and  we  anticipate  that  those  disciplines, 
once  they  are  exercised  especially  in  the  European  community  and 
some  of  the  other  markets  around  the  world,  will  divert  their  ef- 
forts into  the  GATT  legal  programs  that  are  represented  by  things 
like  the  market  promotion  program. 

So  we  will  be  faced  with  more  competition  from  foreign  countries 
because  of  the  GATT  agreement  in  these  specific  areas,  and  in  our 
opinion,  it  is  not  a  time  to  retract  or  retrench  or  go  backwards  on 
a  program  that  we  believe  works  and  does  create  jobs,  when  we 
will  be  faced  with  more  competition  almost  certainly  in  the  years 
ahead  because  of  the  GATT  agreement. 

We  welcome  the  GATT  agreement,  but  it's  going  to  change  the 
rules  of  the  game,  and  one  of  the  rules  of  the  game  that  is  going 
to  change,  in  effect,  is  MPP  GATT  legal  programs  and  we  see  the 
need  to  increase  spending  in  this  area,  rather  than  reductions. 
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COMMENDATION  OF  FAS 

The  other  things  that  I  wanted  to  point  out  was  the  tremendous 
respect  that  our  industry  collectively,  U.S.  agriculture,  has  for  the 
men  and  women,  career  people  of  the  Foreign  Agricultural  Service. 
There  is  a  tendency  to  criticize  the  decision-making  sometimes 
when  it  does  effect  your  commodity,  but  for  those  of  us  who  travel 
around  the  world  or  who  work  on  agricultural  products,  I  think 
this  government  has  a  real  asset  in  the  men  and  women  who  rep- 
resent us  overseas. 

One  of  the  tools  that  bind  us  together,  that  is  kind  of  a  glue,  was 
the  private  and  public  sector,  our  program  specifically  like  the  MPP 
and  the  cooperator  program,  and  to  take  away  those  tools  from 
those  people  that  are  working  oftentimes  one  person  to  an  overseas 
office,  if  not  only  one  or  two,  I  think  is  bad  policy  for  the  United 
States  Government. 

NEED  FOR  PERMANENT  ADMINISTRATOR 

I  encourage  you,  Mr.  Chairman.  I  think  everybody  would  applaud 
your  efforts  in  trying  to  move  the  Administration  in  getting  a  per- 
manent Administrator.  All  of  us  have  a  great  deal  of  respect  for  the 
Acting  Administrator  Schroeter.  He's  a  personal  friend  of  mine. 
He's  a  great  career  person,  but  the  fact  is  there  needs  to  be  politi- 
cal leadership,  and  there  has  been  a  void. 

I  think  a  number  of  the  questions  concerning  the  program  can 
be  answered,  are  capable  of  being  answered  by  effective  leadership 
out  of  the  Department,  and  we  hope  Mr.  Moos  is  successful  with 
Secretary  Espy  in  filling  that  position. 

TASK  FORCE 

The  other  thing  is  the  private  side  will  be  working  with  Mr. 
Moos.  He  has  contacted  us  to  work  on  some  type  of  task  force  to 
present  improvements,  or  suggestions  to  improve  the  program.  We 
hope  to  do  that.  There  will  be  meetings  next  week  to  try  to  accom- 
plish that,  so  we  are  cooperating  and  moving  forward. 

I  would  also  say  that  there  is  some  complexity  in  these  programs 
that  don't  meet  the — and  one  of  the  members,  mention  the  fact 
that  there's  a  void,  and  it  will  be  filled  by  Congress,  and  I  hope  the 
void,  to  the  extent  there  is  one,  will  be  filled  by  the  Administration, 
and  specifically  the  career  people  and  political  people  in  the  depart- 
ment who  understand  and  appreciate  foreign  market  development 
because  once  you  get  rules  in  place,  in  law,  that  are  imposed, 
across  the  board,  is  it  very  difficult  to  take  into  account  the  com- 
plexities of  U.S.  agriculture. 

PROGRAM  FLEXIBILITY 

There  are,  as  the  members  of  this  committee  know,  many,  many 
differences — the  difference  between  selling  applies  overseas,  or 
wheat  or  dairy — and  we  would  have  to  account  for  those  differences 
in  one  type  of  program,  so  I  would  urge  maximum  flexibility  for  the 
Department  and  the  Secretary  for  proposing  useful  rules  by  keep- 
ing in  mind  that  we  are  using  public  money. 
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IMPORTANCE  OF  PARTNERSHIP 


But  I  want  to  emphasize  the  partnership  aspect  of  this,  that  the 
private  side  is  bringing  something  to  the  government,  and  we  are 
not  just  taking  money  out  of  the  government. 

I  think  the  U.S.  private/public  partnership  in  agricultural  export 
development  is  the  envy  of  the  world,  and  I  would  hope  that  it 
would  continue,  and  it  is  a  shame  that  we  are  arguing  over  a  re- 
duction of  $25  million. 

MONEYS  FOR  MPP 

The  final  thing  that  I  would  like  to  say,  and  then  pass  it  on  to 
my  colleagues  on  the  specifics  of  this,  is  that  as  we  do  get  into 
these  GATT  disciplines  and  some  of  our  programs  are  brought 
down  because  of  those  disciplines,  it  would  be  good  to  capture  those 
monies  in  other  agricultural  programs,  including  MPP. 

Those  disciplines  will  kick  in.  I  think  U.S.  agriculture  needs  the 
help  and  assistance,  and  if  we  can  do  it  in  a  GATT-legal  way,  those 
monies  should  be  reserved  where  they  can  be  effective  for  U.S.  ag- 
ricultural exports. 

Thank  you,  Mr.  Chairman. 

[Clerk's  note:  Mr.  Chris  Schlect's  prepared  statement  appears 
on  pages  87  through  91.] 

Mr.  Durbin.  Thank  you  very  much  too,  and  we  will  ask  some 
questions  when  we  finish  the  entire  panel. 

At  this  point  I  will  call  the  friend  of  the  subcommittee,  Jerry 
Calvani,  who  is  president  of  the  Cotton  Council  International,  from 
a  place  called  New  Mexico. 

Mr.  Calvani,  thanks  for  joining  us  today  and  your  testimony  will 
be  entered  into  the  record,  and  summarize  it  at  this  point,  if  you 
would  like  to. 

Cotton  Council  International 

Mr.  Calvani.  Thank  you,  Mr.  Chairman,  and  it  is  good  to  be  in 
front  of  you  again,  and  I  will  summarize  the  written  statement, 
and  I  would  also  like  to  point  out  there  are  some  letters  of  support 
from  farmers  around  the  country  that  I  would  also  like  attached  to 
my  statement. 

Mr.  Durbin.  It  will  be  attached. 

Mr.  Calvani.  As  you  said,  I'm  Jerry  Calvani  and  I  operate  a  di- 
versified farming  operation  in  Carlsbad,  New  Mexico.  My  principal 
crop  is  cotton. 

I'm  appearing  today  as  president  of  the  Cotton  Council  Inter- 
national. I'm  also  the  immediate  past  president  and  past  chairman 
of  the  National  Cotton  Council  of  America. 

On  behalf  of  the  cotton  industry  and  all  the  MPP  participants, 
I  want  to  express  our  appreciation  for  the  opportunity  to  appear  be- 
fore you  and  your  colleagues  to  discuss  the  importance  of  agri- 
culture export  promotion  programs. 

MPP  VALUE  TO  COTTON  INDUSTRY 

MPP  has  provided  my  industry  an  opportunity  to  carry  out  pro- 
motion and  trade  servicing  programs  that  could  not  have  been  sue- 
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cessfully  undertaken  without  the  seed  money  available  through 
MPP. 

For  this  hearing,  the  most  germane  statistics  about  U.S.  cotton 
are  exports  of  raw  cotton  account  for  over  40  percent  of  annual  pro- 
duction, and  the  average  annual  value  of  raw  cotton  exports  ex- 
ceeds $2  billion. 

Exports  account  for  an  even  higher  percentage  of  cotton  produc- 
tion in  Texas,  New  Mexico,  Arizona,  and  California.  For  example, 
nearly  80  percent  of  Arizona's  annual  production  is  exported. 

Exports  of  cotton  textile  products  are  growing  in  importance,  in- 
creasing from  about  500,000  bale  equivalents  to  nearly  2  million 
bale  equivalents  at  the  present  time. 

From  a  farmer's  perspective,  that  is  a  difference  between  a  20 
percent  acreage  reduction  and  this  year's  11  percent  reduction. 
This  is  a  statistic  that  can  be  easily  translated  to  increased  farm 
income,  and  when  a  value-added  product  is  exported,  it  means  even 
more  benefits  accrue  to  the  economy. 

Exports  of  cottonseed  oil,  assisted  by  COAP  and  promotion  pro- 
grams, are  credited  with  increasing  cottonseed  prices  nearly  $13  a 
ton  to  the  producer,  and  cottonseed  contributes  about  13  percent  of 
the  farm  value  of  cotton. 

Mr.  Chairman,  the  wide  variety  of  cotton  promotion  activities 
carried  out  under  MPP  are  designed  to  fit  individual  markets  and 
often  are  tailored  for  specific  products.  They  take  into  account  the 
unique  and  complicated  distribution  structure  of  the  fiber,  textile, 
and  apparel  complex. 

U.S.  cotton  is  an  industrial  raw  material  competing  with  cotton 
varieties  grown  in  50  other  countries  and  with  readily  available 
synthetic  substitutes. 

Farmers  and  merchants  are  consistently  competing  for  market 
share  against  well-financed,  sophisticated  servicing  and  promotion 
campaigns  operated  by  huge  multi-national  synthetic  fiber  manu- 
facturing corporations. 

These  corporations  are  often  the  beneficiaries  of  significant  direct 
and  indirect  government  subsidies.  A  very  large  majority  of  cotton 
produced  outside  the  United  States  is  produced  in  centrally 
planned,  non-market  economies  and  is  marketed  by  state  trading 
companies. 

The  GATT  agreement  does  not  discipline  any  of  these  practices 
because  lesser  developed  countries  are  not  subject  to  the  same  dis- 
ciplines as  the  developed  countries. 

IMPORTANCE  OF  EXPORT  PROGRAMS 

One  of  my  primary  objectives  today  is  to  convey  to  the  members 
of  this  subcommittee,  and  with  your  help,  the  Members  of  the 
House  of  Representatives,  how  important  export  promotion  pro- 
grams are  to  the  U.S.  cotton  industry — especially  to  the  cotton 
farmer. 

COTTON  EXPORTS 

MPP  has  generated  increased  exports  of  U.S.  cotton  and  cotton 
products.  U.S.  raw  cotton  exports  have  averaged  $437  million  more 
per  year  since  the  implementation  of  the  MPP  and  TEA  programs 
than  before,  and  cotton  value-added  product  exports  have  quad- 
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rapled,  accounting  for  increased  annual  revenues  of  about  $500 
million  during  this  time  period. 

Increases  in  exports  of  cotton  and  cotton  products  generate  jobs, 
many  of  which  are  based  in  rural  areas.  The  more  than  AV2.  million 
bales  of  increased  U.S.  cotton  offtake  during  the  life  of  the  MPP 
and  TEA  programs  pumps  an  additional  $9  billion  annually  into 
rural  economies,  adds  more  than  350,000  jobs,  and  avoids  the  ne- 
cessity of  permanently  idling  an  additional  3.4  million  acres  of  pro- 
ductive crop  land  out  of  a  base  totaling  14.8  million  acres. 

MPP  funds  are  used  as  leverage  to  entice  cotton's  customers  to 
contribute  their  own  funds  to  promote  products  containing  U.S.  cot- 
ton and  cotton  products  manufactured  in  the  U.S. 

For  example,  as  Mr.  Skeen  pointed  out,  in  Korea  the  foreign 
partners'  funding  match  to  the  Cotton  USA  program  soared  from 
a  dollar-for-dollar  match  in  1989  to  a  $10  to  $1  match  in  1993. 

Under  the  GATT-Uruguay  Round,  export  promotion  programs 
would  be  green  box  activities.  Since  cotton's  competition  is  pri- 
marily from  countries  which  are  non-members  of  GATT  or  are  ex- 
empt as  LDC's  and  from  synthetic  fibers  heavily  promoted  by  large, 
well-financed  synthetic  fiber  corporations,  export  promotion  pro- 
grams like  MPP  will  become  even  more  important  to  all  segments 
of  the  cotton  industry  as  a  means  to  develop  and  maintain  mar- 
kets. 

Mr.  Chairman,  members  of  the  subcommittee,  the  MPP  has  been 
a  valuable  tool  to  expand,  and  in  some  cases  maintain  important 
export  markets  for  U.S.  cotton  and  cotton  products.  We  have  uti- 
lized the  funds  wisely  and  effectively  to  conduct  activities  that 
could  not  have  been  carried  out  without  MPP. 

VALUE  OF  MPP 

The  program  has  increased  income,  generated  jobs,  generated 
new  tax  revenues  and  may  have  helped  reduce  farm  program  costs. 

I  want  to  conclude  my  remarks  with  a  quote  from  Secretary 
E  spy's  remarks  to  participants  in  the  forum  on  farm  income  and 
agricultural  policy  in  Washington  last  August. 

There  is  nothing  theoretical  about  the  dependence  of  this  nation's  farm  income  on 
exports.  As  exports  slipped  in  the  first  half  of  the  1980's,  we  saw  depressed  farm 
incomes,  falling  land  values,  and  economic  pain  in  many  of  our  rural  communities. 
In  fact,  USDA's  largest  export  promotion  program — Targeted  Export  assistance/mar- 
ket promotion  program — was  a  direct  response  to  this  crisis. 

We  sincerely  believe  it  will  be  even  more  important  in  the  future 
as  the  impact  of  the  GATT  agreement  is  felt  and  budget  pressures 
continue  on  farm  program  spending.  In  our  opinion,  MPP  does  not 
need  fixing,  it  needs  adequate  funding. 

Thank  you,  Mr.  Chairman. 

[Clerk's  NOTE. — Mr.  Jerry  Calvani's  prepared  statement  appears 
on  pages  92  through  105.] 

Mr.  Durbin.  Thank  you  very  much,  Jerry.  I  appreciate  your  tes- 
timony and  we  will  have  some  questions  for  you  on  specifics. 

John  Whipple  of  the  National  Feedgrains  Council  is  next  from 
Shenandoah,  Iowa.  We  are  glad  to  have  you  with  us  today. 
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U.S.  Feed  Grains  Council 

Mr.  Whipple.  Mr.  Chairman,  distinguished  members  of  the  sub- 
committee, it  is  an  honor  to  appear  before  you  today  to  discuss  the 
importance  of  the  Market  Promotion  Program  to  producers  of  corn, 
sorghum,  and  barley  in  the  United  States. 

My  name  is  John  Whipple  and  I  am  a  corn  producer  from  Shen- 
andoah, Iowa.  I  am  also  the  Chairman  of  the  U.S.  Feedgrains 
Council's  international  government  affairs  committee. 

As  a  farmer,  the  Market  Promotion  Program  is  important  to  me 
because  it  helps  to  develop  markets  overseas  for  my  crops.  Only  60 
to  70  percent  of  my  annual  production  is  sold  within  the  United 
States.  This  means  that  I  need  to  find  a  customer  in  another  coun- 
try for  one  out  of  every  three  acres  that  I  produce. 

VALUE  OF  MPP 

As  a  farmer,  I  do  not  have  the  resources  or  the  expertise  nec- 
essary to  develop  demand  for  my  product  on  the  international  mar- 
ket. Even  if  my  neighbors  and  all  the  other  corn  producers  in  my 
state  banded  together,  we  would  not  be  able  to  carry  out  large  scale 
programs  overseas. 

International  market  development  requires  a  nationwide  com- 
bination of  funding,  talents  and  other  resources  that  is  only  pos- 
sible through  a  partnership  between  trade  associations  such  as  the 
U.S.  Feedgrains  Council  and  the  U.S.  government. 

This  partnership  is  made  possible  through  programs  such  as  the 
foreign  market  development  program  and  the  market  promotion 
program. 

I  find  it  hard  to  believe  that  while  the  U.S.  government  is  work- 
ing hard  to  eliminate  trade  barriers  to  exports  of  agricultural  com- 
modities through  the  North  American  Free  Trade  Agreement  and 
the  Uruguay  Round,  the  United  States  Congress  is  considering  tak- 
ing away  the  very  tools  that  we  have  available  to  take  advantage 
of  those  market  openings. 

If  overseas  customers  are  not  familiar  with  our  commodities,  do 
not  understand  how  the  U.S.  trading  system  works,  and  do  not 
have  the  expertise  necessary  to- increase  their  demand  for  U.S. 
grains,  then  all  our  efforts  to  liberalize  world  trade  will  be  to  the 
benefit  of  our  competitors,  not  American  farmers. 

VALUE  AS  INDIVIDUAL  FARMER 

The  Market  Promotion  Program  allows  me  as  an  individual  farm- 
er to  combine  the  dollars  that  I  deduct  from  my  grain  sales  through 
my  state  check-off  program  with  Federal  dollars  to  reach  out  to 
dairy  farmers  in  Morocco,  grain  processors  in  Taiwan,  swine  pro- 
ducers in  China,  and  brewers  in  Mexico  to  show  them  the  benefits 
of  buying  my  product. 

If  we  do  not  actively  pursue  new  customers,  we  can  rest  assured 
that  the  European  Community,  the  Australians,  the  Canadians, 
and  the  Argentines  will  step  in  to  take  those  markets  away  from 
us. 
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SAMPLES  OF  SUCCESS 

I  have  been  overseas  and  have  seen  the  dramatic  results  that 
have  been  made  possible  by  the  Market  Promotion  Program.  In 
many  countries  around  the  world,  the  U.S.  Feedgrains  Council  and 
other  agricultural  associations  are  working  with  end-users  of  U.S. 
grains  to  develop  new  products  for  my  crops. 

In  Japan,  we  are  working  with  wet  millers  to  develop  new  indus- 
trial uses  for  corn  that  include  biodegradable  plastics  and  ethanol. 
In  Egypt,  we  have  provided  them  with  the  equipment  and  training 
for  grain  quality  laboratories  that  has  resulted  in  a  major  reduction 
in  the  number  of  grading  and  contract  disputes,  thus,  we  have  in- 
creased our  exports  to  that  important  market. 

Throughout  Spain  and  Portugal  the  market  promotion  program 
has  allowed  us  to  carry  out  feeding  trials  for  corn  gluten  feed  with 
the  dairy  sector  which  has  dramatically  increased  their  imports. 

Another  successful  market  promotion  program  has  been  the  mar- 
ket education  program  to  teach  grain  purchasers  around  the  world 
the  advantages  of  buying  grains  from  the  United  States.  A  part  of 
this  was  the  production  of  an  importer  manual  that  has  been  trans- 
lated into  Spanish,  Arabic,  Chinese,  Russian,  and  French. 

This  manual  explains  the  U.S.  grain  marketing  system,  the  role 
of  the  futures  markets,  and  how  to  pay  and  finance  grain  imports 
and  other  aspects  of  purchasing  U.S.  commodities,  and  I've  got  a 
copy  of  the  manual  with  me  today  I  will  leave  for  the  committee 
to  review. 

I  have  no  doubts  that  the  MPP  program  has  resulted  in  in- 
creased exports  of  U.S.  corn,  sorghum,  barley,  and  other  grains  to 
numerous  new  and  expanding  markets  around  the  world. 

These  increased  exports  directly  translate  into  increased  prices 
for  my  crops  and  greater  income  for  all  U.S.  grain  producers,  but 
the  benefits  of  the  Market  Promotion  Program  don't  stop  at  the 
farm  gate. 

Every  one  dollar  increase  in  agricultural  exports  translates  into 
another  $1.50  in  economic  activity  in  my  community.  This  means 
increased  jobs  in  grain  handling  and  storage,  agricultural  input 
dealers,  farm  machinery  manufacturers,  and  many  other  agricul- 
tural related  industries  throughout  Iowa. 

Iowa's  agricultural  exports  total  over  $3.5  billion.  Such  exports 
alone  generate  over  $9  billion  in  economic  activity  and  provide  over 
96,000  export-related  jobs.  A  ten  percent  increase  in  agricultural 
exports  would  help  create  nearly  10,000  new  jobs  in  Iowa  alone. 

The  Market  Promotion  Program  can  insure  that  exports  increase 
and  that  these  jobs  are  created. 

BENEFIT  TO  SMALL  FARMERS 

Too  much  of  the  debate  over  the  merits  of  the  MPP  has  been  fo- 
cused on  the  big  multi-national  agribusinesses.  The  critics  of  the 
program  are  only  focusing  on  a  small  part  of  the  bigger  MPP  pic- 
ture. The  Market  Promotion  Program  ultimately  benefits  small 
U.S.  farmers  like  myself. 

Whether  it  is  another  bushel  of  corn,  another  ton  of  corn  gluten 
feed,  or  another  pound  of  beef  that  is  exported  as  a  result  of  the 
market  promotion   activities  made  possible  by  the  Market  Pro- 
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motion  Program,  the  result  is  the  same.  The  demand  for  U.S.  agri- 
cultural commodities  is  increased,  another  dollar  finds  its  way  to 
the  farmer  and  that  money  is  spent  in  rural  communities  such  as 
Shenandoah,  Iowa. 

The  U.S.  Government  keeps  telling  me  that  I  need  to  depend 
more  on  the  marketplace  for  my  income.  Fine,  I  am  willing  to  do 
that,  but  it  takes  time  and  money  to  develop  new  markets  for  my 
corn. 

I  applaud  the  efforts  of  this  and  past  Administrations  and  the 
Congress  to  open  up  new  markets  for  my  grain  overseas  through 
the  NAFTA  and  the  Uruguay  Round. 

Now  that  this  is  accomplished,  don't  take  away  the  tools  such  as 
the  Foreign  Market  Development  Program  and  the  Market  Pro- 
motion Program  that  are  GATT  legal  and  leave  me  and  other  U.S. 
farmers  at  the  mercy  of  foreign  governments  that  will  continue  to 
aggressively  promote  and  export  of  their  own  farmers'  production. 

RESTORING  FUNDS 

The  Market  Promotion  Program  works,  but  past  reductions  in 
funding  have  left  it  less  effective  than  it  could  be,  and  the  proposed 
budget  cut  threatens  its  continuation.  I  am  asking  you  today,  on 
behalf  of  millions  of  farmers  and  their  families  across  the  United 
States,  to  restore  the  funding  for  the  Market  Promotion  Program 
so  I  can  continue  to  develop  markets  for  my  crops  overseas. 

Thank  you. 

[Clerk's  note. — Mr.  John  Whipple's  prepared  statement  appears 
on  pages  106  through  116.] 

Mr.  DuRBIN.  Thank  you  very  much,  and  we  will  move  now  from 
corn  and  feed  grains  to  citrus.  Richard  Johnson  of  the  Sunkist 
Growers  in  Yuma,  Arizona  is  joining  us.  We  are  happy  to  have  you 
here  today. 

Sunkist  Growers 

Mr.  Johnson.  Thank  you,  Mr.  Chairman.  Mr.  Chairman,  mem- 
bers of  the  committee,  it  is  a  real  pleasure  to  be  here  with  you  this 
morning.  My  name  is  Richard  Johnson.  I  farm  lemons,  grapefruit, 
and  tangelos  on  230  acres  in  Yuma,  Arizona. 

MPP  BENEFITS 

I  am  pleased  to  be  with  you  this  morning  to  discuss  how  the 
Market  Promotion  Program  benefits  farmers  generally,  and  how  it 
assists  me  to  market  my  citrus  overseas. 

First,  a  note  about  my  farming — as  you  know,  citrus  is  a  tree 
crop.  This  means  long-term  planning  is  essential.  It  takes  approxi- 
mately five  years  to  bring  a  tree  into  commercial  production.  The 
tree  then  continues  to  produce  on  a  regular  basis  requiring  long- 
term  planning.  The  crop  cannot  be  switched  or  changed  based  on 
yearly  market  conditions. 

I  am  proud  to  say  that  I  own  Sunkist  Growers.  It  is  a  farmer- 
owned  cooperative  that  is  owned  by  approximately  6,500  farmers. 
As  a  farmer  member,  I  along  with  the  other  members,  operate  the 
cooperative  through  our  board  of  directors  which  we  elect  annually. 
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It  is  important  to  understand  that  I  am  a  small  businessman  just 
as  are  most  other  members  of  Sunkist. 

As  a  cooperative,  Sunkist  is  a  non-profit  organization.  All  returns 
received  by  the  cooperative  are  returned  to  the  farmers  including 
myself. 

As  an  individual  citrus  grower  with  230  acres,  I  could  not  partici- 
pate effectively  in  foreign  markets.  This  230  acres  simply  would  not 
provide  sufficient  volume  to  be  effective  in  Japan,  Hong  Kong,  Can- 
ada, or  any  other  foreign  market. 

It  is  important  to  note  that  I  am  larger  than  many  of  the  average 
Sunkist  members.  Most  of  the  Sunkist  members'  groves  average 
only  about  40  acres.  In  order  to  be  effective  in  the  export  market, 
all  of  us  small  businessmen  who  are  citrus  growers  must  join  to- 
gether in  the  cooperative,  Sunkist. 

The  Market  Promotion  Program  helps  promote  my  citrus  in 
Japan  and  other  countries.  By  joining  together  in  the  cooperative, 
we  receive  our  fair  share  of  the  market  promotion  funds. 

These  funds  combined  on  behalf  of  each  of  the  6,500  members 
allow  us  to  market  effectively  worldwide.  The  Sunkist  name  is  the 
leading  name  in  citrus  due  to  the  superior  quality  of  the  citrus  I 
and  my  fellow  growers  produce. 

The  reason  for  providing  you  with  this  detail  is  that  there  are 
those  who  would  like  to  see  myself  and  other  members  of  coopera- 
tives excluded  from  the  Market  Promotion  Program. 

These  individuals  mistakenly  believe  that  if  I  would  leave 
Sunkist  and  participate  in  the  Market  Promotion  Program  by  my- 
self, it  would  be  more  effective.  This  is  ridiculous  and  would  pro- 
vide a  great  waste  of  government  money. 

I  am  very  effective  in  selling  my  citrus  in  Japan  and  other  for- 
eign markets  because  my  brand  is  recognized  worldwide.  Because 
Sunkist  is  known  only  to  come  from  Arizona  and  California,  the 
brand  gives  a  great  deal  of  information.  This  is  necessary  in  world 
commerce. 

VALUE  OF  BRANDED  PROMOTION 

The  truth  is  that  there  are  no  unbranded  products  being  sold  in 
international  commerce.  Someone's  name  is  on  them,  and  that 
name  constitutes  a  brand.  If  you  have  ever  stood  on  the  docks 
where  ships  are  being  loaded  to  export  destinations,  I  know  that 
you  have  seen  that  every  product  going  overseas  had  a  brand  on 
it. 

Still,  there  are  those  that  would  eliminate  branded  promotion  in 
the  Market  Promotion  Program.  It  is  my  hope  that  you  will  not 
allow  this  to  happen. 

I  have,  through  Sunkist,  contributed  an  equal  amount  to  this 
amount  of  MPP  funds  received  from  the  Department  of  Agriculture. 
That  is  to  say  that  for  every  one  dollar  provided  by  the  Department 
of  Agriculture,  my  cooperative  puts  up  one  dollar  to  match  it. 

This  one  dollar  comes  from,  of  course,  myself  and  other  grower 
members.  As  growers,  we  put  up  the  maximum  amount  possible  to 
promote  our  products  overseas.  The  money  from  the  Market  Pro- 
motion Program  adds  to  that  amount. 
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Without  the  Market  Promotion  Program,  our  advertising  expend- 
itures in  foreign  markets  would  be  reduced  by  the  amount  of  MPP 
funds  withheld  from  us. 

Exports  constitute  approximately  one-third  of  all  sales  of  citrus 
marketed  through  Sunkist.  A  loss  of  market  promotion  funds  would 
make  it  difficult  to  sustain  this  level  of  exports. 

Without  the  market  promotion  funds,  it  is  unlikely  that  the  Unit- 
ed States — it  is  likely  that  the  United  States  would  lose  through 
a  loss  of  exports.  Employees  would  lose  due  to  the  reduced  volume 
of  exports.  These  employees  include  not  only  Sunkist's,  but  also 
those  involved  in  the  ports,  the  trucking  companies,  and  the  ship- 
ping lines. 

Our  internal  studies  in  Sunkist  document  that  sales  in  countries 
where  MPP  funds  are  used  are  substantially  greater  than  in  coun- 
tries where  they  are  not  used.  In  my  mind,  this  clearly  documents 
the  benefit  derived  from  this  program. 

The  program  has  allowed  us  to  succeed  in  Japan  despite  re- 
peated efforts  to  hurt  our  exports  there  by  the  domestic  citrus  in- 
dustry. MPP  funds  have  helped  us  to  capture  a  large  part  of  the 
market  in  Hong  Kong. 

Similar  stories  can  be  told  throughout  the  Pacific  Rim  markets. 
My  partnership  with  the  Department  of  Agriculture  and  Sunkist 
has  been  a  very  successful  one. 

URGE  SUPPORT  OF  PROGRAM 

It  is  known  that  money  is  very  tight  even  for  the  government. 
This  program  is  an  excellent  use  of  my  tax  dollars.  It  promotes 
U.S.  products  overseas.  It  returns  more  to  the  United  States  than 
is  spent.  It  is  consistent  with  the  U.S.  policy  of  promoting  exports. 

I  urge  each  of  you  to  support  this  program  and  fund  it  at  the 
maximum  level  possible. 

Thank  you,  Mr.  Chairman.  I  will  be  pleased  to  answer  any  ques- 
tions that  you  or  the  other  members  of  your  committee  may  have. 

[Clerk's  note. — Mr.  Richard  Johnson's  prepared  statement  ap- 
pears on  pages  117  and  121.] 

Mr.  Durbin.  Thanks,  Mr.  Johnson.  John  Hardin,  Jr.,  with  the 
Meat  Industry  Trade  Policy  Council  from  Danville,  Indiana. 

Indiana  is  still  alive  in  the  NCAA.  Did  you  notice  that?  [Laugh- 
ter.] 

MEAT  INDUSTRY  TRADE  POLICY  COUNCIL 

Mr.  Hardin.  Mr.  Chairman,  my  name  is  John  Hardin  and  I'm  a 
producer  from  Danville,  Indiana,  a  pork  producer,  and  for  your  in- 
formation, sir,  I'm  a  Trustee  of  Purdue  University,  and  I  will  have 
you  know  that  we  are  also  still  in  the  NCAA  Tournament.  [Laugh- 
ter.] 

Mr.  Durbin.  God  bless  you  and  49  points  for  Glen  Robinson. 

Mr.  Hardin.  As  we  like  to  say  in  Indiana,  I  am  a  Hoosier  by 
birth,  and  a  Boilermaker  by  the  grace  of  God.  [Laughter.] 

Mr.  Durbin.  Now  that  we  got  that  straight. 

Mr.  Hardin.  But  again,  I  want  to  thank  you.  I  am  here  rep- 
resenting the  United  States  Meat  Export  Federation.  I'm  a  chair- 
man-elect and  I  am  a  former  President  of  the  National  Pork  Pro- 
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ducers  Council,  and  through  them  I  am  aware  of  your  good  works 
on  behalf  of  these  programs. 

I  am  sorry  that  Congressman  Myers  cannot  be  with  us  today,  but 
he  has  been  a  long-time  supporter  of  these  programs  as  well. 

Mr.  Durbin.  He  sure  has. 

Mr.  Hardin.  I'm  here  with  Phil  Sing  who  is  president  and  chief 
executive  officer  of  the  United  States  Meat  Export  Federation  and 
is  a  real  export  in  these  matters. 

Collectively  we  are  here  on  behalf  of  what  is  known  as  the  Meat 
Industry  Trade  Policy  Council  which  includes  the  Meat  Export  Fed- 
eration, the  National  Cattlemen's  Association,  the  National  Pork 
Producers  Council,  the  American  Sheep  Industry  Association,  the 
American  Farm  Bureau  Federation,  and  the  American  Meat  Insti- 
tute. 

IMPORTANCE  TO  MEAT  INDUSTRY 

I  would  remind  you  that  the  meat  sector  accounts  for  14  percent 
of  the  high  value  exports  that  the  United  States  ships  and  we  feel 
that  we  are  a  very  significant  part,  and  we  certainly  have  bene- 
fitted from  the  market  promotion  programs. 

With  your  permission,  I  would  like  to  submit  my  written  testi- 
mony and  make  a  few  comments  on  what  I  feel  are  some  key  issues 
that  have  been  raised  this  morning. 

The  meat  industry  has  had  a  record  of  real  success  under  this 
program.  In  1993,  $3.2  billion  in  meat  exports  left  the  United 
States.  That's  192  percent  increase  over  the  base  period  of  1987 
which  we  had  at  the  beginning  of  the  TEA  and  MPP  programs. 

In  contrast,  I  highlight  that  in  the  six  years  prior  to  1987,  we  in- 
creased meat  exports  40  percent,  and  we  know  that  MPP's  had  a 
role  in  that. 

The  United  States  Meat  Export  Federation  projects  that  by  the 
year  2000,  total  meat  exports  could  increase  a  further  2V2  times  to 
$7.6  billion. 

Now,  this  has  been  possible  by  a  combination  of  resources.  Since 
the  beginning  of  the  program,  private  industry  support  has  in- 
creased to  $9.1  billion  in  private  funds.  That's  about  a  five  time  in- 
crease. 

We  got  in  1992  about  $10.2  billion  in  support  from  overseas  busi- 
nesses who  import  and  use  U.S.  meat  products.  In  addition,  that 
is  put  together  with  about  $10  billion  in  1993  of  MPP  funds. 

These  combination  of  resources  have  brought  some  significant 
benefits  to  our  industry.  CF-resources,  or  Cattle  Facts  has  esti- 
mated that  the  $2V2  billion  in  beef  that  was  sold  in  1991  added 
$70.00  per  head,  and  the  $522  million  of  pork  and  pork  products 
that  were  sold  added  about  $6.00  per  head  for  hogs. 

And  in  addition,  I  might  add,  those  animals  consumed  $391  mil- 
lion worth  of  corn  and  soybeans. 

A  recent  study  that  is  to  be  published  in  the  next  month  by  Dr. 
John  Green  of  the  University  of  Northern  Colorado  using  the  IM- 
plan,  econometric  model  for  the  United  States,  estimates  that  in 
1991,  $2V2  billion  in  meat  exports  generated  nearly  $3.6  billion  in 
employee  income,  and  approximately  208,000  jobs. 

And  again,  I  only  have  a  Bachelor's  in  Agri-Economics,  but  it 
seems  to  me  that  we  can  make  a  case  that  at  least  130,000  to 
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140,000  jobs  have  been  created  as  a  result  of  the  MPP  program  in 
the  meat  industry  alone  over  the  last  seven  years. 

TRADE  IMPEDIMENTS 

Next  I'd  like  to  focus  on  the  critical  issues  of  what  happens  after 
we  have  market  access.  The  trade  impediments  are  typical  in  the 
markets  that  we  are  in.  There  are  several  common  constraints. 

Usually  in  that  import  market,  there  is  a  lack  of  product  aware- 
ness. There  are  negative  misconceptions  about  product  safety  and 
quality  often  spurred  by  domestic  producers. 

There  is  unfamiliarity  with  product  handling  and  merchandising, 
and  distribution  systems  that  favor  one  supplier  over  another. 

The  United  States  Meat  Export  Federation  has  been  an  industry 
voice  selling  the  U.S.  industry  as  the  foundation  on  which  future 
export  sales  can  be  built.  This  has  worked  particularly  in  Japan  to 
allow  us  to  command  even  higher  prices. 

U.S.  beef  and  American  pork  are  known  items  in  that  market, 
and  recent  research  shows  that  over  our  Taiwanese  or  Australian 
competitors,  higher  prices  can  be  commanded,  and  I  happen  to  be 
a  producer  who  sells  to  a  packer  who  has  a  very  heavy  involvement 
in  Japan,  and  over  the  last  quarter,  we  averaged  $3.00  a  hundred 
higher  than  the  Indiana  average  because  we  did  the  things  that 
that  end  Japanese  consumer  wanted,  and  again,  with  the  market 
promotion  program,  it's  been  very  important  to  us. 

BRANDED  PROMOTION 

I  also  want  to  give  a  few  brief  comments  about  branded  pro- 
motions. Within  the  Meat  Export  Federation,  we  focus  only  on  new 
products  in  the  market.  We  only  use  products  that  are  produced 
and  manufactured  in  the  United  States,  and  we  support  those 
products  only  while  they  make  penetration  in  the  market. 

Once  they  are  up  and  running,  that  support  ends. 

There  have  been  about  ten  percent  of  our  funds  that  go  for 
branded  promotions,  usually  which  comprise  about  a  million  dol- 
lars, and  usually  about  30  to  35  companies  participate  with  an  av- 
erage grant  of  something  over  $30,000. 

But  again,  we  feel  that  it  is  the  product  that  chooses  whether  or 
not  we  put  money  behind  it,  and  we  have  backed  that  up  with  both 
management  to  determine  potential,  and  review  on  performance, 
and  that  information  could  be  provided  to  the  committee  if  it  was 
wanted. 

One  brief  example  is  Rose  Packing  Company  in  your  State  of  Illi- 
nois that  in  a  promotion  with  us  on  pizza  toppings,  has  made  a  ten- 
fold increase  in  their  exports  to  Japan  in  just  two  years. 

There  are  sound  examples  of  success  through  this. 

I  also  want  to  point  out  that  as  recently  as  last  week,  the  AFS 
compliance  auditors  have  been  in  Denver,  reviewing  all  of  the  pro- 
grams of  MEF,  and  found  that  the  oversight  and  management  of 
our  programs — to  use  their  words — was  exemplary. 

So  we  know  these  programs  can  be  managed  in  a  way  that  will 
make  a  real  difference. 
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GATT  SUCCESS  VIS-A-VIS  MPP 

Finally,  Chris  Schlect  and  others  of  us  have  spent  a  lot  of  time 
pursuing  the  GATT.  We  were  some  of  the  free  traders  in  the  room, 
and  I  think  we  should  give  all  honor  to  Rich  Schroeter  and  Joe 
O'Mara  for  the  way  they  pursued  getting  the  best  deal  they  could 
for  America,  and  particularly  given  the  pressures  they  had  from 
commodities  that  wanted  to  maintain  protection. 

I  want  to  talk  about  again  some  of  the  things  that  Chris  and 
Rich  Schroeter  highlighted  this  morning. 

Currently  or  in  the  base  period,  we  are  looking  at  over  $2.3  bil- 
lion in  export  restitutions  or  subsidies  by  the  European  Commu- 
nity. By  the  end  of  the  century,  that  will  be  reduced  to  something 
around  $1.9  billion. 

That  leaves  $400  million  in  current  funding  which  I  believe  will 
be  transferred  over  to  green  box  programs — market  promotion,  and 
again,  to  give  you  some  idea  of  the  relative  intensity  here,  we're 
spending  $10  million  a  year  to  support  the  market  promotion  pro- 
grams for  meat  in  the  United  States,  along  with  about  $2  billion 
in  foreign  market  development,  or  $2  million  in  foreign  market  de- 
velopment funds. 

Now,  you  know,  I'm  not  advocating  that  we  need  a  40  times  in- 
crease to  match  the  Europeans  dollar  for  dollar.  That's  simply  not 
in  the  cards. 

But  I  am  here  to  emphasize  that  we  need  to  maintain  a  critical 
mass  of  program  effort,  as  well  as  the  United  States  government 
presence  if  we  are  going  to  be  effective  in  what  is  becoming  a  very 
competitive  environment. 

Mr.  Chairman,  in  conclusion,  the  meat  industry  trade  policy 
council  and  the  industries  it  represents  wish  to  express  their  ap- 
preciation and  support  to  you  and  your  subcommittee  for  the  lead- 
ership you  have  demonstrated — my  eyes  are  suffering  here — for  the 
leadership  you  have  demonstrated,  and  your  support  of  USDA  ex- 
port programs. 

CONCERNS  FOR  REDUCED  BUDGETS 

We  are  deeply  concerned  about  the  President's  1995  budget 
which  would  cut  an  additional  $25  million  from  the  MPP  program, 
and  as  importantly,  another  $10  million  from  the  Foreign  Market 
Development  Program. 

These  cuts  will  erode  our  ability  to  capitalize  on  new  and  emerg- 
ing trade  opportunities,  and  to  address  issues  that  are  industry- 
wide in  nature  such  as  questions  of  food  safety  and  health. 

These  are  issues  that  simply  cannot  be  addressed  effectively  by 
individual  companies,  or  in  some  short  term  manner. 

They  speak  to  the  overall  fabric  and  integrity  of  our  system  and 
by  nature,  require  a  very  broad,  long-term  approach.  We  urge  your 
support  in  restoring  MPP  and  FMD  budgets  to  no  less  than  their 
current  levels. 

I  appreciate  this  opportunity  to  represent  the  meat  industry's 
views  on  this  very  important  matter,  and  to  speak  out  as  a  pork 
producer  from  Indiana  to  support  these  valuable  export  programs. 

Mr.  Chairman,  thank  you. 
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[Clerk's  NOTE. — Mr.  John  Hardin,  Jr.'s  prepared  statement  ap- 
pears on  pages  122  through  127. 

Mr.  Durbin.  Thanks,  Mr.  Hardin.  Our  last  witness  on  this  panel 
is  representing  the  American  Hardwood  Export  Council,  Jim  Dun- 
can, President  of  Monticello  Hardwood,  Monticello,  Mississippi. 

American  Hardwood  Export  Council 

Mr.  Duncan.  Thank  you,  Mr.  Chairman  and  members  of  the  sub- 
committee. We  really  appreciate  the  opportunity  today  to  speak  on 
the  U.S.  Department  of  Agriculture's  Market  Promotion  Program. 

I  am  a  long-standing  member  of  the  American  Forest  and  Paper 
Association,  past  chairman  of  the  American  Hardwood  Export 
Council,  and  an  active  member  in  other  forest  industry  organiza- 
tions which  participate  in  export  promotion  programs  funded 
through  FAS. 

I  also  come  to  you  today  as  the  president  of  Monticello  Hard- 
wood, Inc.  I  am  a  forester  by  trade  and  have  spent  the  better  part 
of  28  years  on  wood  products  utilization,  manufacturing,  and 
timberlands  management  in  Southern  Mississippi  and  Louisiana. 

MONTICELLO  HARDWOODS 

Monticello  Hardwoods  operates  five  sawmills  in  Mississippi  lo- 
cated in  very  small  rural  communities  of  Monticello,  Walnut  Grove, 
Louisville,  Bay  Springs,  and  Georgetown.  My  timber  suppliers  are 
farmers  and  other  small  wood  lot  owners  who  depend  on  me  to  buy 
their  timber  as  a  crop. 

This  timber  is  then  produced  into  products  such  as  lumber,  cross 
ties,  wood  chips,  switch  ties,  etc.  Monticello  Hardwood  Inc.'s  five 
mills  employ  a  total  of  110  men  and  women  who  produce  products 
for  both  domestic  and  export  markets. 

My  testimony  comes  through  my  experiences  in  the  hardwood  in- 
dustry, but  most  of  what  I  have  to  say  can  be  applied  to  the  solid 
wood  industry. 

VALUE  OF  REPORT  PROGRAMS 

My  message  to  you  today  is  that  FAS  programs  work.  The  eight 
year  period  ending  in  1993,  during  which  the  forest  products  indus- 
try has  participated  in  MPP,  witnessed  dramatic  gains  in  overseas 
sales,  more  than  doubling  from  $3  billion  in  1985  to  $7.3  billion  in 
1993. 

The  FAS  programs  have  changed  traditional  overseas  buying 
habits  to  favor  U.S.  products,  helped  overcome  foreign  trade  bar- 
riers, and  laid  the  foundation  for  future  export  gains  in  new  mar- 
kets for  U.S.  wood  products. 

They  have  united  our  industry  to  work  together  in  a  single  ex- 
port program,  which  in  itself,  is  a  very  unique  achievement. 

Why  has  all  this  happened?  Simply  because  the  programs  work. 
They  incorporate  a  sophisticated  management  system  which  in- 
cludes strategic  planning  and  program  evaluation.  FAS  marketing 
programs  are  also  cost  effective.  During  the  program's  past  eight 
years,  for  every  one  dollar  of  FAS  funds  spent,  total  U.S.  value- 
added  wood  products  exports  increased  by  over  $270. 
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HOW  MPP  WORKS 

My  industry,  that  of  the  U.S.  hardwood  producers,  is  made  up  of 
small  companies,  the  majority  with  less  than  150  employees  and 
annual  production  under  $15  million.  FAS  programs  have  been  ef- 
fective for  the  hardwood  industry  in  two  important  ways. 

First,  they  have  introduced  large  numbers  of  small  producers  to 
the  export  market.  These  are  producers  who  would  not  be  export- 
ing if  it  had  not  been  for  the  FAS  program. 

Second,  they  have  expanded  exports  enabling  companies  to  stay 
healthy  and  competitive  during  the  recent  recession.  U.S.  hardwood 
exports  approached  $2  billion  in  1993,  a  dramatic  increase  since 
1986  when  exports  were  only  $500  billion. 

Since  their  initial  participation  in  the  program,  the  percentage  of 
production  of  many  hardwood  companies  committed  to  export  has 
doubled.  Many  of  these  small  companies  credit  exports,  fueled  by 
the  MPP  program,  as  the  key  that  prevented  them  from  going  out 
of  business  during  the  industry's  recent  economic  downturn. 

A  reduction  in  funding  for  the  MPP  program  would  result  in  the 
following.  A  direct  negative  effect  not  only  on  exports,  but  on  the 
domestic  market.  The  result  would  be  over-capacity,  reduced  prices, 
job  losses,  reduced  profitability,  and  depressed  output. 

Also  decreased  exports  which  would  devastate  the  rural  agricul- 
tural communities  which  support  this  production. 

Small  business  would  be  the  hardest  hit  in  the  wood  products  in- 
dustry by  a  reduction  of  MPP  funding.  The  wood  products  export- 
ing industry  creates  over  $7  billion  of  direct  export  revenue. 

Much  of  this  is  from  small  business — farmers,  wood  lot  owners, 
small  sawmills,  and  so  forth.  The  MPP  program  has  been  success- 
ful for  these  businesses,  helping  them  to  compete  more  effectively 
in  the  international  marketplace. 

The  ability  to  expand  into  export  markets  has  encouraged  many 
wood  product  companies  to  devote  more  resources  towards  the  ex- 
port market,  in  some  cases  up  to  50  percent  of  their  annual  sales. 

VALUE  OF  MPP 

This  increased  commitment  is  the  direct  result  of  increased  ex- 
port opportunities  created  under  MPP,  stimulating  the  U.S.  econ- 
omy with  stable  revenue  through  increased  wood  production. 

This  has  created  32,000  direct  jobs  since  1985,  and  another 
116,000  indirect  jobs,  a  total  of  nearly  150,000  jobs. 

It  is  difficult  to  calculate  exactly  how  many  jobs  would  be  lost  if 
MPP  were  terminated.  If  we  estimate  conservatively  that  a  third 
of  the  new  jobs  were  created  by  MPP,  that  would  be  50,000  jobs 
that  would  be  lost. 

More  important,  this  program  could  not  be  replaced  by  industry, 
and  the  jobs  would  be  permanently  lost.  Since  most  small  wood 
products  businesses  operate  on  a  very  small  profit  margin,  they  do 
not  have  the  money  to  conduct  the  intensive  market  promotion  and 
maintenance  in  markets  which  the  MPP  programs  has  been  able 
to  create. 

Maintenance  of  overseas  promotions  is  critical  for  future  market 
share  increases.  For  many  wood  products,  it  takes  five  years  to  cap- 
italize on  promotion  investments. 
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Market  share  could  easily  be  lost  to  competitors  who  take  advan- 
tage of  demand  created  through  the  MPP  program  to  cash-in  on 
U.S.  market  share  if  the  U.S.  industry  is  absent  from  the  market. 

Mr.  Chairman,  we  believe  that  FAS  programs  are  a  model  of  how 
the  best  talents  of  government  and  the  private  sector  can  work  to- 
gether to  effectively  compete  in  the  international  environment. 

These  programs  should  be  supported,  expanded,  and  duplicated 
in  other  areas  of  government,  and  are  not  deserving  of  the  criticism 
and  negative  press  that  today  threaten  to  tarnish  their  image  and 
undo  their  effectiveness. 

MAINTAIN  FUNDING 

I  strongly  urge  that  the  funding  of  the  USDA  FMD  and  MPP 
programs  for  fiscal  1995  be  maintained  at  no  less  than  the  current 
year  level. 

Thank  you  for  the  opportunity  to  testify,  and  we  look  forward  to 
working  with  you  to  insure  that  FAS  programs  are  cost  efficient, 
strategically  sound,  and  support  strong  U.S.  agricultural  exports. 

Thank  you. 

[Clerk's  note. — Mr.  James  Duncan's  prepared  statement  ap- 
pears on  pages  128  through  148.] 

Mr.  Durbin.  Thank  you,  Mr.  Duncan.  I  appreciate  your  testi- 
mony. Let  me  ask  a  few  questions  here. 

First,  Ms.  Kirby,  tell  me  again  what  your  product  is.  You  de- 
scribed it  as  diet  food? 

Ms.  Kirby.  No,  it's  a  diet  meal  replacement,  and  what  it  is  is  a 
powdered  product,  and  you  mix  it  with  milk,  and  it's  a  meal  re- 
placement for  people  that  are  on  diets. 

Mr.  Durbin.  I  see.  Do  you  give  away  samples  ever?  [Laughter.] 

PROBLEMS  IN  ENTERING  EXPORT  MARKETS 

Ms.  Kirby.  If  you  want  them,  I'll  send  you  some. 

Mr.  Durbin.  We'll  see  if  anybody  wants  to  sign  up.  What  kind 
of  problems  did  you  run  into  in  Hungary  and  Germany  when  you 
were  trying  to  increase  your  exports  there?  Why  did  you  need  to 
put  this  kind  of  investment  in  these  countries  so  that  you  could  ex- 
port? 

Ms.  Kirby.  Well,  first  of  all,  one  of  the  problems  that  we  encoun- 
tered was  that  being  a  U.S.  company,  we  felt  we  were  under  more 
scrutiny  from  the  Department  of  Health,  and  when  they  were  ana- 
lyzing our  product  and  the  ingredients  that  would  be  acceptable  for 
their  country,  we  felt  like  we  were  under  a  little  bit  more  scrutiny 
than  let's  say  a  company  producing  the  product  within  Germany 
would  have. 

And  also  just  the  additional  costs  involved  with  exporting  the 
product  and  paying  the  duties  to  get  the  product  into  the  country. 
By  the  time  we  got  it  there,  and  we  were  competing  with  other 
companies  producing  products  in  those  markets,  we  wouldn't  have 
had  enough  money  left  over  to  properly  market  the  product — our 
margins  would  have  been  so  low  at  that  point  if  we  didn't  have  ad- 
ditional marketing  funds. 
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U.S.  CONTENT 

Mr.  Durbin.  I  see.  I  want  to  ask  a  general  question  here.  First, 
let  me  say,  Mr.  McGuire,  that  Mr.  Walsh  apologized,  but  he  had 
another  meeting  to  go  to  and  wanted  me  to  tell  you  how  much  he 
appreciated  you  joining  us  today. 

But  you  raised  the  point  about  the  pimentos  in  the  cheese  which 
really  gets  to  the  basic  issue  we  discussed  earlier  with  the  Depart- 
ment. 

Let  me  put  the  cards  on  the  table  here.  The  way  we're  going  to 
save  this  program  and  increase  the  funding  is  by  convincing  col- 
leagues that  we  are  creating  jobs  in  the  United  States. 

It  is  always  good  for  us  to  talk  about  helping  farmers  and  ranch- 
ers increase  their  income  but  the  bottom  line  is  that  very  few  of 
us  in  Congress  represent  these  farmers  and  ranchers,  but  everyone 
in  Congress  represents  someone  who's  working  for  a  living. 

If  you  can  suggest  to  them  that  pork  production  in  Indiana  is 
going  to  help  employment  in  Chicago,  or  in  Indianapolis,  it  is  going 
to  have  a  much  greater  reach  than  it  might  initially. 

And  so  we  had  this  discussion  earlier  about  where  to  draw  the 
line  in  terms  of  foreign  content  of  products  that  are  going  to  be  pro- 
moted by  this  program.  Some  of  my  colleagues  go  to  the  extreme 
and  say  it  has  to  be  100  percent  American.  I  don't  think  that's  real- 
istic. 

I  think  when  you  set  a  standard  like  that,  you're  guaranteed  to 
fail.  But  what  is  a  reasonable  standard  to  literally  subsidize  the 
promotion  of  an  American  product  overseas?  What  kind  of  standard 
should  we  set  in  terms  of  how  much  foreign  content  can  be  part 
of  this  product? 

And  I  open  it  up  to  anyone  who  would  like  to  testify?  I  think  Mr. 
Hardin  has  said  earlier  that  from  the  meat  side,  you're  dealing 
with  100  percent  American.  I  don't  know  if  Sunkist  can  say  the 
same. 

Mr.  Johnson.  Sunkist  is  100  percent. 

Mr.  Durbin.  So  100  percent  American.  How  about  some  of  the 
others  that  are  represented  here.  Jerry  with  the  Cotton  Council, 
you  heard  our  example  earlier  from  when  you  and  I  have  talked 
about  it.  Why  don't  you  comment  on  that? 

Mr.  Calvani.  That's  correct,  and  I  would  like  to  point  out  that 
we're  selling  a  product  that's  finished,  or  what  we  are  promoting 
is  a  product  that's  finished,  and  sometimes  that  product  is  not  100 
percent  cotton. 

You,  yourself  know  that 

Mr.  Durbin.  What  was  that? 

Mr.  Calvani.  It's  100  percent  cotton.  You,  yourself,  know  how 
difficult  it  is  to  go  to  town  and  buy  a  shirt  that  is  100  percent  cot- 
ton or  buy  some  socks  or  something  like  that.  That  is  a  blended 
product.  It  may  have  wool  in  it  which  would  be  fine  with  us,  but 
it  may  also  have  synthetics  in  it. 

And  so  we  cannot  always  promote  100  percent  cotton  products. 

Mr.  Durbin.  What  about  the  American  content  here?  That's  what 
I'm  getting  at.  In  terms  of  if  you  are  going  to  have  value-added 
from  raw  commodity,  what  is  a  reasonable  standard  to  say,  if  it  is 


67 

going  to  be  value-added,  we  want  American  jobs  adding  the  value 
to  it. 

We  want  to  take  the  American  cotton  and  turn  it  into  a  T-shirt 
made  in  the  United  States  by  American  workers  who  are  working 
because  of  it,  and  we're  going  to  promote  that  overseas.  We  want 
them  to  have  new  markets  for  those  T-shirts,  whether  it  is  in  Asia 
or  Africa,  wherever  it  is. 

Mr.  Calvani.  And  we  do  promote  products,  cotton  products  that 
are  made  in  the  United  States,  and  the  fact  is  that  that's  our  first 
priority,  any  product  that  is  made  in  the  United  States,  we  push 
that  stronger  than  any  other  product. 

And  in  fact,  last  year,  we  promoted  about  2V2  million  bales  of 
cotton  that  were  processed  in  the  United  States  and  shipped  over- 
seas. Our  problem  is  when  we  ship  a  raw  product  overseas,  then 
it  is  blended  with  other  products. 

Mr.  Durbin.  Mr.  McGuire,  you  raised  it  on  the  cheese.  Where  is 
a  reasonable  place  to  draw  the  line  here?  You  heard  the  Depart- 
ment say  50  percent.  I  would  hate  to  take  that  to  the  floor.  I'm  not 
sure  I  could  win  saying  50  percent  is  enough,  the  magical  line. 

Mr.  McGuire.  I  would  too.  I  think  we  are  measuring  the  wrong 
thing.  I  think  we  ought  to  be  measuring  the  amount  of  agricultural 
products  we're  selling.  I  don't  care  whether  they  have  to  put  70 
percent  of  some  other  product  in  it  to  sell  the  30  percent. 

If  they  don't,  we  don't  sell  the  30  percent.  I  think  it's  the  volume 
of  the  agricultural  products  that  we  sell  that's  important,  not  what 
the  blend  is. 

Mr.  Durbin.  But  if  we  have  so  many  different  companies  asking 
for  MPP  funds,  and  we've  got  to  say  no  to  half  of  them. 

Mr.  McGuire.  That's  why  we  in  the  regional  have  a  very  specific 
chart  of  questions  that  we  ask  to  separate  out  the  ones  that  do  not 
move  agricultural  products. 

Mr.  Durbin.  But  the  point  I'm  making  to  you  if  you've  got  many 
more  people  seeking  these  funds  than  we  can  possibly  help,  I  would 
say  that,  at  least  Congress  would  say  help  the  folks  who  are  creat- 
ing American  jobs  with  American  agricultural  products  first. 

Mr.  McGuire.  Then  you  are  going  to  leave  an  awful  lot  of  com- 
modity growers  out  of  the  picture  completely. 

REASONABLE  STANDARD 

Mr.  Durbin.  But  that's  only  if  you  put  100  percent  American 
standard  out  there,  which  I  don't  think  is  realistic. 

What  I'm  looking  for  is  some  flexibility  here,  some  reasonable 
standard  that  we  can  say  this  will  be  the  highest  priority.  It  won't 
be  100  percent.  The  pimentos  in  the  cheese  will  be  imported,  but 
the  cheese,  the  dairy  products  out  of  New  York  and  so  forth  are 
creating  so  many  jobs  in  New  York  that  we  can  justify  something 
that  isn't  100  percent  American. 

I'm  trying  to  find  a  standard  here  that  is  reasonable  for  the  goals 
that  we  are  trying  to  reach. 

Mr.  McGuire.  For  every  commodity  or  for  total? 

Mr.  Durbin.  Basically  there  will  be  some  discretion  here,  but  I'm 
looking  for  that  standard.  It  is  really  going  to  open  us  up  to  some 
problems  unless  we  really  strive  to  find  that. 
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Mr.  McGuiRE.  I  don't  want  to  be  a  road  kill  for  the  Mack  truck 
that  was  here.  [Laughter.] 

Mr.  Durbin.  Our  Mack  truck  driver  from  Florida  has  left.  Pro- 
ceed. [Laughter.] 

Mr.  McGuiRE.  But  you  know,  I've  heard  all  the  criticisms  that 
the  GAO  and  everybody  else,  Congressmen  and  a  couple  from  our 
own  State  very  loudly,  from  New  York  City,  and  some  of  them  are 
very  valid,  and  I  understand  the  political  aspects  of  this  whole 
question,  but  the  point  is  that  Congress  has  changed  its  direction 
on  MPP  from  the  TEA  Program. 

So  again  I  don't  want  to  defend  the  FAS  because  I  generally 
argue  with  them,  but  the  point  being  they  have  changing  personnel 
and  changing  Administrations,  and  reorganization  programs. 

Congress  changes  their  direction,  and  the  people  they're  talking 
to  aren't  the  ones  that  they're  criticizing.  They  are  the  ones  that 
are  trying  to  work  with  the  problem,  and  it  is  very  difficult  to  ac- 
commodate those  people. 

If  we  put  in  a  percentage  of  American-produced  commodity,  like 
potatoes,  we  could  say  100  percent.  If  we  put  it  in  for  a  value- 
added  product  that  has  been  successful  in  the  marketplace  because 
it's  a  blend  of  synthetics,  a  blend  of  silk,  a  blend  of  things  coming 
that  we  don't  produce  in  this  country,  and  depend  on  that,  you've 
got  to  put  a  different  percentage  on  that  then  you  have  on  whether 
our  powdered  mash  potatoes  that  we're  shipping  overseas,  whether 
they  contain  Canadian  or  Mexican  potatoes  in  them. 

So  to  put  a  category  on  total,  I'm  certainly  not  in  the  position  to 
name  it,  and  I  don't  think  anybody  else  is  either. 

Mr.  Durbin.  Mr.  Skeen. 

Mr.  Skeen.  You  probably  hit  on  one  of  the  most  interesting  parts 
to  this  whole  thing.  What's  happened  is  that  we  have  a  changing 
world.  We  don't  produce  agricultural  products  like  we  did  20,  25, 
30  years  ago. 

We're  in  a  world  market  situation,  and  we  have  trouble  with  that 
in  Congress  because  we  want  everything  to  be  100  percent  Amer- 
ican because  we  represent  Americans,  we  represent  American  jobs, 
we  represent  American  industry,  and  they  vote. 

Mr.  McGuiRE .  If  I  could  be  real  crass. 

Mr.  Skeen.  Be  crass. 

Mr.  McGuiRE.  Why  are  we  demanding  this  in  agriculture  when 
we  don't  demand  it  of  the  automobile  industry? 

Mr.  Skeen.  Absolutely. 

Mr.  McGuiRE.  We  don't  demand  it  of  any  other  industry.  Why 
are  we  saying  that  we  can't  accommodate  to  move  the  maximum 
amount  of  our  products  by  addressing  what  people  want  to  buy, 
and  putting  the  things  in  blend  forms  of  all  kinds  both  in  the  man- 
ufacture, and  particularly  in  the  value-added  products. 

U.S.  VALUE-ADDED  PRODUCTS 

It's  different  than  if  you  are  talking  about  wheat  and  soybeans 
and  corn.  You  are  talking  about  the  value-added  high  value  prod- 
ucts that  create  jobs.  It's  a  combination  of  a  whole  lot  of  things, 
and  it  is  very  difficult  to  know  where  they  come  from. 
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SELLING  EXPORT  PROGRAMS 

Mr.  Skeen.  Let's  continue  on  with  this  thing  because  we  have 
this  same  argument,  and  I  know  what  the  Chairman's  saying. 
We've  got  to  sell  this  program  to  a  group  of  people  over  there  who 
are  so  disassociated  from  an  agricultural  base  that  you  have  to 
teach  them.  You  have  to  instruct  them  about  what's  happening  in 
agriculture. 

Ninety  percent  of  the  people  in  Congress  have  no  attachment 
whatever,  because  you  know  what?  Two  point  two  percent  of  the 
people  in  this  country  are  producing  some  of  the  best  food  products, 
and  the  rest  are  very  comfortable  with  it  because  they  can  reach 
into  the  supermarket  and  it  is  well-packaged  and  that's  the  last 
you  worry  about  being  part  of  agriculture. 

I  think  what  we  have  to  do  in  this  case  is  go  back  to  what's  the 
value  of  the  product  itself  in  its  raw  state,  or  in  its  processed  state, 
or  what  does  it  mean  to  the  value  of  income  to  us  as  producers  and 
processors  in  the  United  States?  What's  the  potential? 

You  folks  have  outlined  that  today  I  think  graphically,  the  num- 
ber of  jobs  that  you  recite  being  effected  by  this  program  is  very 
important. 

But  the  income  potential  has  been  very  important  to  us.  Without 
this  program,  we  don't  get  that  potential  because  we  don't  trade 
worldwide  because  we  are  not  an  isolated  community  anymore. 

For  instance,  cotton,  we  don't  spin  the  cotton  we  used  to  20,  30 
years  ago,  do  we,  Jerry?  We've  lost  all  of  our  spinning  capacity  be- 
cause where  has  it  gone?  Pacific  Rim  countries. 

Mr.  Calvani.  But  that's  coming  back  to  the  United  States.  Last 
year  we  spun  more  cotton  than  we  had  spun  in  many  years? 

Mr.  Skeen.  Why?  Because  we're  back  in  world  trade  again. 

Mr.  Calvani.  That's  right,  that's  right,  but  our  spinning  mills 
have  become  more  efficient,  much  more  efficient. 

Mr.  Skeen.  Our  technology  is  beginning  to  pick  up  the  slack,  and 
I  think  we've  got  to  have  some  help  from  you  folks  in  agriculture 
in  talking  to  these  people  in  Congress  to  make  them  understand 
that  this  is  a  different  world.  You  are  no  longer  in  an  isolated  com- 
munity. 

We  didn't  use  to  trade  agriculture  commodities.  We  used  to  give 
them  away.  Let  the  government  here  buy  it,  and  ship  it  overseas. 

Let  the  government  buy  your  cotton.  Let  the  government  buy 
your  wool  and  the  rest  of  it,  and  they  will  hold  it  in  warehouses 
and  buy  Chinese  honey  and  let  ours  sit  on  the  shelf,  just  to  use 
an  example. 

Mr.  McGuiRE.  I  very  much  appreciate  Mr.  Durbin's  question 
though  because  he's  looking,  he's  looking 

Mr.  Skeen.  It's  a  great  one. 

Mr.  McGuiRE.  He's  looking  for  help  to  get  it  past  Congress. 

Mr.  Skeen.  We're  both  looking  for  help. 

RESTRICTIONS  ON  AGRICULTURE 

Mr.  McGuiRE.  It's  very  straight-forward,  and  I  understand  the 
problem,  but  I  don't  know  where  that  ends  because  you  know, 
we've  got  Congressmen  that  want  to  eliminate  biotechnology  from 
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agricultural  production  too.  You  can  add  almost  anything  to  this 
thing  that  you  want  in  the  restrictions  you  put  on  it. 

And  yet  when  the  TEA  Program  was  passed,  it  was  to  move  the 
volume  of  agricultural  products  the  best  way  you  could.  A  lot  of 
things  have  changed  since  then,  and  the  program  has  changed. 

But  I  think  that  the  agricultural  community  recognizes  how  to 
best  spend  the  money,  and  to  move  the  products,  and  I  think  basi- 
cally they're  doing  that. 

Mr.  Skeen.  I'm  trying  to  help  the  situation  too  because  we  want 
this  program  to  endure.  But  they  are  cutting  it  this  year  because 
of  budgetary  restraints,  and  we  are  going  to  have  to  probably  go 
along  with  this  thing,  and  we  are  going  to  have  to  stand  before  435 
other  members  and  convince  them  how  much  it  really  magnifies  an 
economic  benefit  to  the  United  States  because  of  the  cash  flow  that 
comes  back  to  us. 

We  can  out-produce  anyone  in  the  world,  but  no  one  understands 
the  very  small  margins  that  we  have  in  agricultural  production. 
Compared  to  any  other  business  in  the  world. 

If  we  get  four  to  five  percent,  we're  doggone  happy  and  lucky  to 
get  it,  and  that's  the  kind  of  margins  we  offer,  and  I  say  we  be- 
cause I'm  in  the  ranching  business,  and  if  you  want  to  have  en- 
dured gentile  poverty,  try  it.  [Laughter.] 

Mr.  Durbin.  You  are  gentile. 

Mr.  Skeen.  Well,  part  of  me.  It's  a  tough  go.  It's  a  tough  go  mak- 
ing it  in  any  agricultural  enterprise.  But  we  are  beginning  to  un- 
derstand it  better  and  organize  it  better,  and  we're  also  not  insulat- 
ing ourselves  from  the  world  markets. 

We've  got  a  program  that  does  it.  We  want  to  sell  it  to  folks,  it 
means  jobs  in  the  United  States.  It  means  trucking  jobs.  It  means 
processing  jobs.  It  means  handling  jobs,  and  a  myriad  of  others. 

I'm  going  to  do  my  best,  and  you've  got  the  best  chairman  in  the 
world  as  far  as  this  committee  is  concerned  anyway.  We  have  been 
together  since  our  first  term  in  Congress.  We've  gone  through  the 
ethanol  situation,  and  here's  an  individual  that  understands  his  ag- 
ricultural production  base  very  well,  and  wants  to  promote  it. 

You  folks  are  the  best  example  we've  had  of  educating  Congress. 
It  is  too  bad  that  not  everybody  on  that  floor  over  there  can  hear 
what  you  had  to  say  about  the  jobs,  about  what  you're  trying  to  do 
with  the  program  that  we're  putting  money  into. 

And  we  appreciate  that  help,  and  we  want  to  get  it  done,  but 
we're  going  to  have  to  do  it  with  a  little  bit  less.  We've  still  got  to 
make  it  effective. 

Now,  I  don't  think  we  ought  to  worry  about  what  the  added  prod- 
uct is.  What  does  it  mean  to  us  as  far  as  return  on  the  United 
States  production  part  of  the  agricultural  product? 

But  we  don't  have  an  easy  answer  for  that.  That's  pretty  hard 
to  calculate.  That's  the  tough  part  of  it. 

Thank  you  for  letting  me  be  so  profound  here. 

Mr.  Durbin.  Thank  you.  [Laughter.] 

Mr.  Pastor. 

IMPACT  ON  EXPORTS  IF  PROGRAM  LOST 

Mr.  Pastor.  I'm  going  to  ask  my  constituent  one  question,  and 
then  I'm  going  to  ask  a  couple  of  general  questions. 
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I  think  as  he  grows  his  citrus  out  in  Arizona,  he's  probably  look- 
ing south  because  Mexico  is  going  to  be  one  of  the  growing  markets 
for  citrus. 

I'm  sure  he's  thought  about  what  would  happen  if  we  didn't  have 
a  program  such  as  this  one.  So  I  will  ask  Mr.  Johnson  to  enlighten 
the  subcommittee  and  discuss  how  you  see  yourself  out  in  Yuma 
and  how  the  future  of  your  farm  operation  would  be  affected  if  you 
didn't  have  the  ability  to  promote  your  products  in  foreign  markets. 

Without  the  programs,  what  effect  would  this  have  on  the  citrus 
growers  in  your  region? 

Mr.  Johnson.  Without  the  program,  we  could  not  exist.  We  send 
a  very  large  percentage  of  our  products  to  the  Pacific  Rim  coun- 
tries, and  we're  looking  forward  to  opening  up  some  new  markets 
in  Mexico  and  also  South  Korea. 

One  of  the  ways  MPP  has  helped  us  is  several  years  ago  in 
Japan.  The  rumor  started  that  our  lemons  that  we  were  sending 
over  there  were  somehow  contaminated  with  pesticides,  and  it 
started  with  a  competing  agricultural  group,  but  the  media  picked 
up  on  it  over  there,  and  even  though  all  of  the  fruit  that  we  have 
ever  sent  over  there  may  serve  vital  sanitary  standards,  the  Japa- 
nese government,  of  course,  was  silent  on  the  issue. 

And  so  the  only  way  that  we  could  address  this  is  through  more 
promotion. 

LACK  OF  SUPPORT  FOR  MPP 

Mr.  Pastor.  Thank  you.  I'll  ask  a  general  question  since  all  of 
you  are  involved  as  clients.  Sitting  here  this  morning,  I  agreed 
with  the  first  questions  that  the  Chairman  posed.  And,  as  we 
moved  down  to  Mr.  Peterson  and  then  to  myself,  I  continued  to 
sense  a  lack  of  enthusiasm  for  the  program  on  the  part  of  the  peo- 
ple who  need  to  promote  this  program. 

You  guys  benefit  by  it,  but  the  people  who  have  the  authority  to 
administer  this  program  don't  seem  to  have  that  fire  in  the  belly 
needed  to  promote  it.  Nor,  do  I  see  a  sense  of  where  we've  got  to 
go  to  build  support  for  the  program,  or  an  understanding  of  some 
of  the  problems  the  program  faces  here  in  Congress. 

My  question  would  be  what  are  you  doing  to  generate  interest  in 
MPP?  I  mean,  you  have  told  me  this  program  is  very  important  to 
your  livelihood,  and  yet  you  sense  from  us  and  you  sense  from  Con- 
gress that  the  people  who  have  the  administrative  responsibility, 
just  don't  have  that  belly  in  the  fire,  so  what  are  you  guys  doing 
about  it? 

Mr.  Durbin.  It's  fire  in  the  belly. 

Mr.  Pastor.  Oh,  did  I  say  belly  in  the  fire?  Fire  in  the  belly. 

Mr.  Durbin.  That's  Mexican  food. 

Mr.  Pastor.  That's  Mexican,  yes.  [Laughter.] 

Mr.  Schlect.  If  I  might  take  a  stab  at  answering  that  question. 

Mr.  Skeen.  Belly  on  fire. 

Mr.  Pastor.  Belly  up. 

Mr.  Schlect.  We  have  fire  in  the  belly  on  this.  There  are  prob- 
lems, and  in  my  personal  opinion  and  I  think  it  is  shared  by  a 
number  of  our  people,  part  of  the  program  is  the  lack  of  continuity 
in  political  leadership  in  the  Department  on  this  program. 
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REASONS  FOR  LACK  OF  ENTHUSIASM 

We  have  gone  through  an  extensive  number  of  years  with  acting 
or  with  interim  heads  of  the  Department.  I  think  the  GAO  point 
has  to  be  made  again,  as  a  symptom  of  a  problem  on  this. 

The  number  of  GAO  reports  have  had  two  negative  impacts.  One 
has  been  the  amount  of  time  devoted  to  answering  those  reports, 
but  the  second  one  is  the  morale  factor  of  the  career  people  at  the 
Department. 

If  you  knew  as  a  career  person  that  every  move  you  made  that 
might  be  innovative,  and  certainly  the  MPP  program  is  intended 
to  be  an  innovative  program  tailored  to  specific  commodities,  if 
every  decision  was  subject  to  a  GAO  audit  that  was  going  to  hit 
the  front  pages  of  the  paper,  it's  very  natural  that  some  of  those 
people  would  draw  back  from  their  innovation  and  kind  of  look  for 
the  political  leadership. 

And  with  the  transition  in  government  that  was  natural,  and 
with  the  filling  of  posts  that  is  still  going  on,  I  just  think  that  for, 
in  three  or  four,  in  my  personal  opinion,  three  or  four  years,  we 
have  lacked  an  effective  spokesperson  at  the  Departmental  level 
that  has  the  continuity  to  handle  this. 

Finally,  for  example,  Mr.  Schroeter,  Rich,  is  a  tremendous  gov- 
ernment employee  that  is  an  asset  to  this  entire  country,  but  this 
panel  also  knows  that  for  the  last  two  years,  he's  been  the  lead  ne- 
gotiator for  both  NAFTA  and  GATT  on  agricultural  policy  that  has 
been  an  extraordinary  devotion  of  his  time. 

So  we — I  hoped  that  Mr.  Moos'  point  that  somebody  will  fill  that 
slot,  and  I  believe  Mr.  Moos  is  dedicated  to  it  now,  and  we  will  be 
working  with  him  and  we'll  have  that  fire  that  you  speak  about 
that's  been  lacking. 

Mr.  Pastor.  We'll  put  their  feet  to  the  fire,  I  guess  that's  the 
other  one. 

Mr.  Skeen.  Either  that,  or  feed  him  some  chili.  [Laughter.] 

Mr.  Pastor.  That  would  send  him  a  message,  for  sure. 

Mr.  McGuiRE.  Part  of  that,  Congressman,  is  they  don't  view 
themselves  as  policymakers.  They  view  themselves  as  carrying  out 
the  law  that  Congress  passes,  and  they've  been  beaten  up  and 
questioned  and  backed  off  of  practically  every  innovative  program 
they  tried  to  put  in  place. 

And  so  they  just,  policy-wise,  many  of  those  people  that  just 
stopped  being  innovators  of  new  methods,  you  know?  They  said  if 
we  just  don't  follow  what  the  letter  of  the  law  says,  then  that's  all. 

TASK  FORCE 

Mr.  Pastor.  Well,  how  are  you  going  to  get  involved  in  this  task 
force  mentioned  by  Mr.  Moos?  Will  this  setting  allow  you  to  make 
a  difference?  How  are  you  going  to  make  your  views  heard? 

Mr.  SCHLECT.  The  United  States  Agricultural  Development 
Council  which  is  a  group  of  the  users  of  this  program  that  many 
of  them  are  involved  at  this  table  in  the  room  here,  will  be  meeting 
next  week  with  about  20  people  for  about  a  two  day  period  of  time 
to  go  through  what  Mr.  Moos  and  the  secretary  laid  out  at  a  meet- 
ing last  Thursday  to  a  number  of  us  on  that  executive  committee. 


73 

He  charged  us,  as  he  said  in  his  testimony,  to  come  back  with 
our  ideas,  our  input  within  a  fairly  short  period  of  time,  and  at  that 
point,  it  was  like  30  days,  and  I  think  the  beginning  of  April  is 
what  he's  shooting  for.  It  must  be  the  end  of  April. 

Anyway,  we  are  meeting  next  week,  representatives  of  our  com- 
munity, and  hopefully  coming  through  with  some  suggestions. 

U.S.  CONTENT 

And  Mr.  Chairman,  your  point  on  the  percentage  of  what  is  ap- 
propriate, whether  it's  50  percent,  whether  it's  75  percent,  80  per- 
cent— I  will  bring  that  point  to  this  committee,  or  I  will  make  sure 
it  is  brought  up  at  that  committee  because  there  may  be  a  consen- 
sus that  at  some  level  higher  than  50,  it  does  make  sense. 

Right  now  we  have  50,  so  there  is  an  arbitrary  number.  Can  that 
be  higher  without  doing  harm  to  U.S.  ag.  exports,  and  we  will  try 
to  come  up  with  some  advice  for  the  Department  and  the  Commit- 
tee on  that  point. 

SELLING  VALUE  OF  EXPORT  PROGRAM 

Mr.  Pastor.  Before  I  ask  my  last  question,  I  will  make  this  com- 
ment. One  of  the  changes  that  you're  facing  is  the  membership 
here  in  Congress  now  represents  urban  areas,  and  as  people  who 
are  involved  in  agriculture,  sometimes  we  don't  acknowledge  that, 
and  don't  develop  a  strategy  for  informing  other  members  of  the 
delegation  representing  your  states. 

So  sometimes  we  just  think  that  everybody  knows  about  agri- 
culture, and  what  its  future  and  potential  might  represent.  We 
need  to  realize  that  the  membership  of  this  Congress  is  changing 
and  turning  over. 

You  talk  about  term  limitations,  next  year,  in  1995,  over  half  of 
the  Congress  will  have  been  elected  in  the  last  couple  of  elections. 
As  a  consequence,  you  will  have  new  people  coming  in  from  urban 
areas,  who  don't  have  a  legislative  history  or  familiarity  with  some 
of  these  agricultural  programs. 

Those  are  some  of  the  challenges  you're  facing,  and  I  think  you 
need  to  get  involved  in  educating  all  the  Members  of  Congress 
about  what  the  future  may  bring  and  about  the  great  potential  we 
have  as  a  country  to  expand  our  markets  in  agriculture. 

My  last  question  deals  with  this,  and  I  would  ask  for  your  com- 
ments. When  Secretary  Espy  was  here,  I  asked  him  why  are  we  re- 
ducing this  program  at  a  time  when  we're  looking  to  increase  our 
exports? 

And,  he  himself  said  that  Latin  America  and  the  Pacific  Rim  rep- 
resent a  great  potential  for  agriculture.  This  is  where  our  new  mar- 
kets are  going  to  be  and  where  our  great  opportunities  lie. 

SECRETARY'S  POSITION  ON  MPP  AND  OTHER  EXPORT  PROGRAMS 

And  I  asked  him;  I  said,  isn't  that  kind  of  illogical?  You  are  look- 
ing ahead  at  the  future,  yet  you  are  proposing  to  cut  a  program 
that  actually  helps  you  tap  into  emerging  markets.  He  said,  and 
I'm  paraphrasing,  that  it's  a  problem  with  the  budget.  We  have 
caps.  We  have  to  make  decisions. 
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And  he  said  we  have  two  other  programs  which  probably  have 
a  greater  value,  and  a  greater  priority  with  the  Secretary.  He  men- 
tioned EEP,  the  Export  Enhancement  Program,  and  General  Sales 
Program,  the  GSM. 

Those  are  his  priorities.  How  will  these  two  programs  help  you 
promote  your  products? 

Mr.  McGuiRE.  Well,  they  were  created  for  different  purposes. 

Mr.  Pastor.  Well,  I  mean,  all  three  programs  are  vying  for  the 
same  dollars.  If  you  had  a  chance  to  address  that  question  to  the 
Secretary,  what  would  you  ask  him,  knowing  what  his  priorities 
are? 

Mr.  Hardin.  Well,  I  think  we're  aware  that  there's  a  large  coali- 
tion of  agricultural  groups  that  understand  that  at  least  the  EEP 
and  some  of  these  other  programs  are  going  to  be  subject  to  some 
GATT  limitation,  and  I  think  if  we  think  about  the  basis  for  how 
agriculture  is  going  to  be  successful  in  the  future,  it  makes  sense 
that  at  least  to  the  level  of  those  GATT-mandated  reductions,  that 
they  find  an  appropriate  place  within  agriculture  trying  to  match 
what  our  competitors  are  going  to  be  doing  in  green  box  programs. 

As  an  observer,  I  think  we  have  to  recognize  that  you've  had  a 
political  inertia  now  that  is  60  years  old,  and  it  may  be  slowing 
down  for  a  certain  set  of  agricultural  expenditures. 

It's  very  difficult  for  the  Congress  and  everyone  else  that  with 
those  patterns  in  place,  to  face  how  to  make  a  new  reality  for  a 
successful  American  agriculture,  and  to  me,  that's  the  key,  and 
how  well  we  can  help  you  in  your  reduced  numbers,  carry  that 
message  to  the  rest  of  the  Congress. 

But  you  know,  there  are  some  of  the  comments  that  Arnie  and 
others  make  that  we've  got  to  be  responsive  to  as  far  as  what  the 
new  future  may  be. 

Mr.  Pastor.  Just  let  me  ask  you  another  question.  Do  you  be- 
lieve the  Secretary  is  on  the  right  track  in  giving  priority  to  these 
two  programs,  and  reducing  the  one  you  testified  in  support  of 
today? 

Mr.  Hardin.  Well,  we  think  that  the  GSM  Program,  you  know, 
it  is  going  to  be  mandated  to  have  some  reduction  but  credit  and 
in  actual  private  transaction  sales,  that's  going  to  be  something 
very  important. 

You  know,  I'm  standing  here  representing  an  industry  that 
hasn't  been  feeding  from  the  Federal  trough,  but  I  can  understand 
the  need  to  at  least  maintain  the  GATT  level.  The  GATT-mandated 
level  makes  sense  for  an  overall  agricultural  policy. 

Chris. 

Mr.  Schlect.  Yes,  number  one,  our  coalition  that  I'm  represent- 
ing doesn't  have  an  opinion  on  where  the  cuts  ought  to  be  made. 
We  aren't  represented — we've,  this  is  one  of  the  good  for  all,  and 
all  for  all  type  issues.  [Laughter.] 

The  EEP  program  and  GSM  are  significant  programs  that  help 
significant  sectors  of  U.S.  agriculture,  and  those  sectors  will  put 
forth  the  views  on  those  programs.  I'm  not  an  expert  on  EEP  or 
GSM.  They've  been  needed,  they've  been  effective  in  meeting  com- 
petition, and  I  hate  to  be — and  I  know  that's  your  job,  and  you're 
going  to  have  to  make  some  of  those  tough  decisions — but  I'm  not 
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here  representing  our  crew  of  people  to  say  give  us  the  money  out 
of  this  pot  over  here  at  USDA. 

I  think  that's  a  tough  decision  that  Secretary  Espy  has  to  make, 
and  your  committee  has  to  make. 

Mr.  Calvani.  If  I  could  just  touch  on  that  just  a  minute,  we  in 
cotton  use  GSM,  but  we  don't  use  it  in  all  countries.  It  is  a  very 
successful  tool  in  some  countries,  and  it's  not  used  at  all  in  some 
of  the  other  countries. 

What  I  guess  what  I'm  saying  is  it  takes  a  blend  of  all  these  pro- 
grams to  promote  products  when  you  go  around  the  world. 

Mr.  Pastor.  Mr.  Chairman,  I  will  yield  back  my  time,  and  thank 
all  the  people  that  were  here  with  us  today.  Thank  you  for  the  in- 
formation you  provided  us. 

Mr.  Schlect.  Thank  you. 

Mr.  Durbin.  Thanks,  Mr.  Pastor.  Mr.  Myers. 

Mr.  Myers.  Thank  you,  Mr.  Chairman.  First,  please  accept  my 
apologies.  I  wanted  to  be  here  to  hear  your  testimony  today.  I 
heard  part  of  it  yesterday  afternoon  from  John  Hardin  but  I  had 
a  personal  problem  this  morning  and  I  couldn't  get  here.  I  do  want 
to  say  John  Hardin  has  been  a  personal  friend  for  a  good  many 
years,  and  I've  known  him  professionally  as  well  as  politically. 

He's  a  pork  producer.  I  was  thinking,  you  know,  this  Appropria- 
tions Committee  gets  accused  of  that  too,  once  in  a  while,  being 
pork  producers.  [Laughter.] 

We're  sorry  if  we  give  you  a  bad  name,  John. 

Mr.  Hardin.  We  hope  ours  tastes  better.  [Laughter.] 

Mr.  Myers.  But  I  do  congratulate  you.  As  I  think  that  you  prob- 
ably heard  this  morning,  there  are  those  who  question  whether  the 
advisability  and  feasibility  of  spending  taxpayers  money  in  this  di- 
rection, but  I  hope  you  have  done  a  good  job  defending  it. 

I  certainly  will  read  the  testimony  and  I  congratulate  you  for 
self-help.  We've  entered  into  a  lot  of  foreign  agreements,  and  I  hope 
the  last  one  we  entered  into,  the  last  two  are  that  way,  but  I  am 
fearful  for  one  of  them,  anyway,  but  nevertheless,  some  of  these 
world  agreements  we've  entered  into  have  not  helped  farmers  very 
much. 

VALUE  OF  MPP 

So  I  hope  these  last  two  will  be  a  much  better  experience,  but 
you  are  here  using  the  machine  that's  available  to  you.  It's  a  self- 
help  program,  and  it  is  the  kind  of  program  that  I,  and  most  of  us 
on  this  committee  with  one  or  two  exceptions  maybe,  support.  I 
don't  know  who  all  was  here  to  question  you,  but  there  are  those 
who  wonder  whether  this  is  the  wisest  way  to  spend  the  taxpayers' 
money.  But,  my  gosh,  the  things  we  spend  money  on  other  pro- 
grams, and  here  are  a  group  of  people  that  want  to  help  themselves 
with  just  a  little  bit  of  mechanics  to  do  it,  I  certainly  support  you, 
and  you  are  doing  a  good  job. 

We've  got  to  have  more  exports.  Go  at  it.  Thank  you.  Again,  I'm 
sorry  I  missed  your  testimony  this  morning,  but  John,  I  am  sure, 
will  bring  me  up  on  everything  that  happened. 

Thank  you.  Thanks,  John. 
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CONCLUDING  REMARKS 

Mr.  Durbin.  I  want  to  thank  this  panel.  This  is  somewhat  un- 
usual for  this  subcommittee  to  bring  the  agency  in,  and  then  to  fol- 
low it  up  with  people  who  are  affected  directly  by  the  programs, 
and  I  like  the  result. 

You  got  to  hear  their  side  of  the  story,  and  the  questions  we 
asked,  and  we  got  your  input  which  will  help  us  as  we  not  only 
make  decisions  on  funding,  but  get  prepared  for  our  strategy  on  the 
floor. 

I  think  it's  no  secret  that  over  the  past  several  months,  we've 
been  working  closely  with  a  lot  of  people  in  this  room  about  the  fu- 
ture of  this  program,  and  I  continue  to  believe  it  is  critically  impor- 
tant. 

It  has  its  flaws,  as  every  program  does,  and  we  want  to  try  to 
correct  them.  If  we  do  work  together  and  going  back  to  the  point 
I  made  earlier,  try  to  build  this  coalition  extending  beyond  the 
farm  areas  which  is  absolutely  essential  for  218  votes,  I  think  we 
can  convince  our  colleagues  that  this  is  money  well-spent. 

It  creates  jobs.  It  helps  farmers.  It  helps  our  overall  economy. 

Thank  you  for  your  time  today  in  bringing  that  message  to  the 
subcommittee.  We  appreciate  it. 

[The  statements  follow:] 
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Good  morning,  Mr.  Chairman  and  members  of  the  subcommittee.  I  am  Richard  McGuire, 
Commissioner  of  the  New  York  State  Department  of  Agriculture  and  Markets.  I  appreciate  the 
opportunity  to  speak  to  you  as  a  representative  of  the  National  Association  of  State  Departments  of 
Agriculture  (NASD  A).  NASD  A  is  a  non-profit  association  of  public  officials  representing  the 
Commissioners,  Secretaries  and  Directors  of  Agriculture  in  the  fifty  states  and  four  territories. 
NASDA  has  worked  to  move  agricultural  products  into  international  markets  using  TEA  and  MPP 
funds  since  1985. 

I  would  like  to  begin  by  briefly  talking  about  how  MPP  is  used  and  stressing  how  important  it  is 
to  the  state  departments  of  agriculture  and  their  export  trade  development  efforts  coordinated 
through  state-regional  trade  groups. 

The  Market  Promotion  Program  was  created  to  encourage  exports  of  U.S.  agricultural  products. 
It  focused  primarily  on  high-value,  value-added  products  such  as  fruit,  nuts  and  processed  products 
with  priority  given  to  products  adversely  affected  by  unfair  foreign  trade  practices.  From  fiscal 
year  1986  through  1993,  over  $1.25  billion  has  been  authorized  for  MPP  and  its  predecessor,  TEA, 
the  Targeted  Export  Assistance  program. 

Agricultural  exports  are  important  to  the  overall  U.S.  economy,  generating  economic  activity, 
income  and  jobs. 

Each  $1  billion  in  agricultural  exports  supports  an  estimated  22,000  U.S.  jobs  —  jobs  on  farms,  in 
processing,  packaging,  transportation,  insurance  and  related  industries. 


nasda  is  a  nonprofit  association  of  public  officials  representing  the  commissioners. 
Secretaries  and  Directors  of  agriculture  in  the  fifty  states  and  four  territories. 
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In  fiscal  year  1993,  U.S.  agricultural  exports  exceeded  $42  billion,  and  the  U.S.  recorded  its  34th 
straight  surplus  on  agricultural  trade  —  a  surplus  large  enough  to  put  agriculture  in  front  of  all  other 
U.S.  industry  sectors  in  contributing  positively  to  the  nation's  trade  balance.  In  fiscal  year  1993, 
agriculture  contributed  a  positive  $18  billion  to  the  United  States  trade  balance  while  all  non- 
agricultural  industries  recorded  a  negative  $147  billion. 

The  proposed  FY  199S  agriculture  budget  provides  a  total  of  $8.4  billion  for  international  programs 
and  activities,  including  $5.7  billion  for  the  Commodity  Credit  Corporation  (CCC). 

The  CCC  funds  the  Market  Promotion  Program.  As  you  know  the  purpose  of  the  MPP  is  to 
support  the  development,  maintenance  and  expansion  of  commercial  export  markets  for  U.S. 
agricultural  commodities  and  products.  The  CCC  funds  partially  reimburse  MPP  participants  for 
the  costs  of  carrying  out  foreign  market  development  and  export  promotion  activities  in  designated 
countries.    NASDA  and  your  regional  trade  organizations  are  participants  in  the  MPP. 

The  1990  Farm  Bill  specified  funding  at  the  $200  million  level  and  also  that  NASDA  and  the  state- 
regional  trade  groups  receive  at  least  20  percent  of  the  annual  MPP  allocation.  It  has  been  a  major 
battle  to  keep  MPP  in  the  budget  the  last  few  years.  In  FY  1994  the  proposed  budget  level  was 
$100  million.   The  administration  has  asked  for  only  $75  million  for  FY  199S. 

MPP  operates  through  65  not-for-profit  associations  that  either  run  market  development  programs 
themselves  or  pass  the  funds  to  private  sector  companies  to  spend  on  their  own  market  promotion 
efforts.  The  four  state-regional  trade  groups,  EUSAFEC  (Eastern  U.S.  Agricultural  and  Food 
Export  Council,  Inc.,  of  which  I  am  President),  MIATCO  (Mid-America  International  Agri-Trade 
Council),  SUSTA  (Southern  U.S.  Trade  Association)  and  WUSATA  (Western  U.S.  Agricultural 
Trade  Association)  are  a  very  effective  part  of  this  marketing  program. 

State-regional  trade  groups  are  private  non-profit  international  trade  development  organizations  of 
state  departments  of  agriculture  which  have  joined  together  to  share  resources  and  develop 
comprehensive  multi-state  programs  that  stimulate  exports  from  across  the  United  States.  New 
York  is  proud  to  be  a  part  of  this  group  which  effectively  combines  state,  federal  and  industry 
resources  to  help  move  farm  products  into  foreign  markets.  Our  state  marketing  staffs  and  the 
individuals  we  employ  in  the  state-regional  trade  offices  work  closely  with  the  Foreign  Agricultural 
Service  (FAS),  private  business  and  state  and  regional  commodity  organizations  to  carry  out  training 
programs,  market  research,  trade  missions,  food  show  exhibits  and  other  promotions  for  high-value 
U.S.  food  and  agricultural  products.  State-regional  trade  groups  have  been  promoting  American 
agriculture  for  over  20  years. 

MPP  funding  is  critical  to  the  continuation  of  these  activities.  NASDA  policy  supports  funding  at 
$200  million  as  originally  requested  by  President  Clinton  for  1994.  At  this  time,  it  would  be 
difficult  to  go  back  to  the  $200  million  level,  but  that  figure  is  more  representative  of  the  level  of 
need  to  assure  movement  of  agricultural  products  in  today's  market  atmosphere. 

The  FY95  budget  proposal  to  reduce  the  Market  Promotion  Program  (MPP)  to  $75  million  from 
the  $100  million  appropriated  in  FY94  will  severely  impact  the  operation  of  the  program,  reducing 
agricultural  exports  and  economic  activity  across  the  country. 

Let  me  provide  you  with  some  facts  supporting  the  need  for  your  continued  support  for  these 
programs  for  which  MPP  funding  is  critical. 
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MPPs  Increase  Exports 

Companies  participating  in  the  state-regional  trade  groups  FY92  branded  and  generic 
programs  exported  $2.32  billion  worth  of  high-value  agricultural  and  marine  products. 

The  regional  trade  group  Branded  programs  increased  export  sales  by  over  37  percent  from 
FY90  to  FY92.  The  $161  million  in  additional  Branded  exports  were  22  times  the  total 
amount  of  Market  Promotion  Program  (MPP)  funds  allocated  to  these  companies  in  FY92. 

Companies  in  the  state-regional  trade  groups  Branded  programs  have  introduced  and 
promoted  over  120  different  products  in  more  than  60  export  markets. 

Jobs  Are  Developed  and  Maintained 

More  than  145,000  jobs  depend  on  the  export  sales  generated  by  the  companies  participating 
in  the  state-regional  trade  groups  Branded  and  generic  programs.  The  increased  exports  of 
firms  participating  in  the  Branded  and  generic  programs  from  1990  to  1992  created  10,000 
new  jobs  in  both  rural  and  urban  areas. 

Increased  Exports  Equal  Expanded  Federal  Tax  Revenues 

The  increases  in  exports  in  FY92  expanded  Federal  tax  revenues  by  an  estimated  $35 
million,  giving  the  government  a  5-to-l  return  on  its  MPP  investments  through  the  state- 
regional  trade  groups. 

Broad  Participation  and  Support 

The  number  of  companies  participating  in  the  Branded  programs  has  risen  from  78 
companies  in  1987  to  393  companies  in  1993.  More  than  450  companies  are  expected  to 
apply  to  participate  in  the  1994  state-regional  trade  group  Branded  program. 

Most  Companies  Are  Small 

Based  on  their  numbers  of  employees,  61  percent  of  the  firms  participating  would  be  defined 
as  "small"  (less  than  100  employees)  by  the  Small  Business  Administration.  Based  on  the 
total  sales,  22  percent  are  medium-sized  (100  to  500)  employees)  and  only  17  percent  are 
large  (more  than  500  employees). 

The  average  1992  expenditure  by  individual  companies  under  the  state-regional  trade  group 
Branded  programs  was  $50,000. 

The  state-regional  trade  groups  contributed  $4. 1  million  in  FY92  to  carry  out  their  MPP 
programs.  This  represents  a  substantial  contribution  above  and  beyond  the  minimum  CCC 
requirement.  In  addition,  Branded  program  companies  spent  more  than  $7.5  million  in 
matching  funds  during  FY92. 

In  conclusion,  I  want  to  re-emphasize  the  strong  support  of  NASDA  and  the  state-regional  trade 
groups  for  the  Market  Promotion  Program  and  the  beneficial  results  it  has  yielded  for  food  and 
agricultural  businesses  in  each  of  our  regions.  Thank  you  for  allowing  me  the  opportunity  to 
testify,  and  I  will  be  pleased  to  answer  any  questions  that  you  may  have. 
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Good  morning  Mr.  Chairman,  Honorable  members  of  the  Subcommittee;  I  am  Ron 
Gaskill,  Executive  Director  of  the  Eastern  U.S.  Agricultural  &  Food  Export  Council 
(EUSAFEC),  and  I  am  very  pleased  to  be  here  this  morning  to  provide  you  an  overview  of 
our  experiences  with  export  promotion  and  development  programs  of  the  United  States 
Dept.  of  Agriculture's  Foreign  Agricultural  Service  (FAS);  particularly  the  Market 
Promotion  Program  (MPP)  and  the  Foreign  Market  Development  (FMD)  program.  I  am 
privileged  to  also  represent  the  general  views  of  the  Executive  Directors  of  three  other 
organizations  which  are  similar  to  EUSAFEC,  the  Mid  America  International  Agri-Trade 
Council  (MIATCO)  based  in  Chicago;  the  Southern  U.S.  Trade  Association  (SUSTA)  based 
in  New  Orleans;  and  the  Western  U.S.  Agricultural  Trade  Association  (WUSATA)  based 
in  Vancouver,  Washington. 

Before  I  proceed  with  the  substance  of  my  remarks,  on  behalf  of  myself  and  my  three 
colleagues  I  wish  to  extend  a  sincere  thank-you  to  this  Subcommittee,  and  particularly  to 
Chairman  Durbin,  for  the  support  and  leadership  that  you  have  demonstrated  in  the  United 
States  Congress  for  the  MPP  and  the  FMD  programs.  In  a  time  of  trial  you  are  a  beacon 
of  hope  for  those  of  us  who  truly  know  and  appreciate  the  immense  value  of  both  these 
programs  to  the  American  agriculture  and  food  industry. 

As  State-Regional  Trade  Groups  (State-Regionals),  EUSAFEC,  MIATCO,  SUSTA  and 
WUSATA  are  among  the  more  unique  of  Cooperator  and  Participant  Organizations  in  the  MPP 
and  the  FMD  programs.  State-Regionals  are  private,  not-for-profit  international  trade 
development  organizations  whose  regular  members  are  the  state  departments  of  agriculture 
throughout  the  United  States  and  it's  territories.  State-Regionals  combine  federal  resources  of 
the  FAS  with  human  and  financial  resources  of  member  state  departments  of  agriculture  and 
private  sector  firms  to  develop  exports  and  export  markets  for  high-value,  U.S.  food  and 
agricultural  products.  The  State-Regionals  have  actively  championed  this  public-private 
approach  to  export  promotion  and  export  market  development  since  about  1970. 

The  organizational  structures  of  the  State-Regionals  is  such  that  each  Secretary,  Commissioner 
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or  Director  of  a  member  state  department  of  agriculture  serves  on  the  their  respective  State- 
Regional  Board  of  Directors.  In  addition,  each  member  state's  international  marketing  staff  is 
directly  involved  with  devising  and  implementing  export  development  and  promotion  programs 
and  activities  of  the  State-Regional.  The  staff  of  each  State-Regional  is  also  responsible  for 
managing  many  of  the  export  development  and  promotion  activities,  and  for  managing  the  affairs 
of  the  State-Regional.  Together,  the  state  and  regional  staffs  work  with  firms  in  the  private 
sector  to  export  high-value  products  which  are  indigenous  to  their  state/region. 

MPP  AND  FMD  PROGRAMS  ENABLE  STATE-REGIONALS  TO  ENACT  SOMEWHAT 
DIFFERENT  APPROACHES  TO  EXPORT  DEVELOPMENT  THAN  COMMODITY- 
BASED  ORGANIZATIONS 

Commissioner  McGuire  has  already  enlightened  you  to  the  impressive  results  of  State- 
Regional  export  market  development  and  promotional  activities  over  the  past  few  years; 
and  I  won't  repeat  the  details.  But  I  will  explain  how  the  MPP  and  FMD  programs 
effectively  help  State-Regionals  with  export  development  approaches  that  are  somewhat 
different  from  those  of  more  traditional,  commodity-based  Cooperator  and  Participant 
Organizations.  The  differences  are  not  important  because  either  approach  is  better  than 
the  other,  but  to  the  contrary,  because  they  compliment  each  other  and  demonstrate  that 
the  FMD  and  MPP  programs  have  all  along  been  doing  exactly  what  their  critics  have 
suggested  they  weren't;  that  is,  they  are  being  implemented  to  help  all  types  of  agriculture 
&  food  businesses,  not  just  a  few  of  the  very  largest. 

By  design,  State-Regionals  are  different  not  only  in  organizational  structure  as  previously 
mentioned,  but  also  in  an  expanded  purpose.  State-Regionals  not  only  market  and  promote  high- 
value  food  and  agricultural  products  in  foreign  countries,  but  also  achieve  their  purpose  by 
helping  others  to  learn  about  and  experience  exporting. 

State-Regionals  Include  All 

One  specific  difference  of  State-Regionals  is  that  they  deal  with  a  multitude  of  different 
product  types  and  commodity  sectors  while  commodity-based  organizations  are  required 
to  develop  export  marketing  and  promotion  activities  for  only  their  specific  commodity. 
Any  firm  or  commodity  sector  whose  products  are  not  consistent  with  export  development 
activities  of  an  established  commodity  Cooperator  and/or  Participant  Organization  may  be 
included  in  the  activities  of  a  State-Regional.  In  this  sense,  State-Regionals  act  as  a  "catch- 
all" to  assure  that  every  food  and  agriculture  business  or  commodity  sector,  no  matter  how 
small,  has  access  to  federal  export  marketing  programs.  More  than  60%  (378)  of  all 
companies  in  the  MPP  branded  promotion  program  access  the  program  the  only  way 
possible,  which  is  through  the  State-Regionals. 

Teaching  "How-To"  is  Chief  to  the  State-Regional  Mission 

In  addition  to  promoting  products  and  commodity  sectors  which  are  otherwise  ineligible  for 
participation  with  commodity-based  organizations,  the  State-Regionals  assume  important 
roles  as  "incubators"  to  help  inexperienced  firms  or  commodity  sectors  learn  about  and 
experience  export  marketing.  This  is  an  especially  crucial  need  for  thousands  of  non- 
exporting  firms  in  the  food  and  agriculture  industry,  particularly  small  businesses.  When 
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asked  why  they  have  not  exported,  or  why  they  haven't  prepared  an  export  marketing 
strategy,  most  non-exporting  firms  respond  that  they  do  not  know  how  to  export  or  market 
internationally.  The  second  most  frequent  response  regards  their  belief  that  they  have 
inadequate  resources  or  infrastructure. 

State-Regionals  train  companies  in  the  process  of  export  marketing.  In  fact,  EUSAFEC 
and  the  National  Dairy  Board  are  teaming  to  provide  export  training  to  a  dozen,  new-to- 
export  dairy  processors  tomorrow  (March  23,  1994)  in  Boston,  MA.  The  other  three  State- 
Regionals  have  similar  training  programs  for  dairy  products  scheduled  later  this  year.  In 
1992  alone,  the  State-Regionals  conducted  more  than  42  export  training  and  education 
seminars  to  more  than  1,000  persons  in  44  states. 

A  little-known  fact  about  State-Regionals  is  that  several  commodity-based  organizations  which 
are  now  Cooperator  and  Participant  Organizations  in  the  FMD  and  MPP  programs,  originally 
started  as  generic  promotion  activities  of  a  State-Regional.  This  fact,  coupled  with  the 
increasing  number  of  companies  participating  in  MPP  and  FMD  activities,  demonstrates  the 
compounding  power  of  the  incubator  concept  on  U.S.  agriculture  and  food  exports.  Without  the 
MPP  and  FMD  programs,  incubation  of  companies  and  commodity  sectors  would  not  be 
possible. 

The  State-Regional  emphasis  on  preparing  companies  and  commodity  sectors  to  export  will 
be  even  stronger  in  the  future.  Each  of  the  State-Regionals  has  plans  to  restructure  their 
organizations  in  1994  to  offer  company  consultation  and  export  readiness  assessment 
services  on  an  individualized  basis.  Increased  personal  attention  will  help  companies  to 
better  apply  what  they  have  learned  in  training  seminars.  The  results  should  improve  a 
new-to-export  company's  initial  performance. 

SUCCESS  IS  INEVITABLE  WHEN  THE  MPP  AND  FMD  PROGRAMS  ENABLE  THE 
PUBLIC  AND  PRIVATE  SECTORS   TO  WORK  TOGETHER 

As  evidenced  by  the  testimony  of  Commissioner  McGuire,  there  are  literally  hundreds  of 
success  stories  involving  companies  which  have  developed  and/or  increased  export  markets 
due  to  the  combined  efforts  of  the  State-Regional  MPP  and  FMD  programs.  Just  one  such 
example  involves  a  small  group  of  apple  grower-packers  in  New  York  State.  Five  Star 
Fruit  is  a  small  marketing  firm  which  was  launched  four  years  ago  by  five  (5)  apple 
producers  who  were  faced  with  increasing  competition  for  domestic  market  share.  The 
future  was  very  uncertain  unless  they  could  muster  enough  resources  to  become  a  credible 
supplier  of  fresh  apples. 

The  group  also  realized  that  the  marketplace  was  no  longer  just  domestic,  but  had  become 
international  in  scope.  With  initial  help  from  a  Global  New  York  grant  received  from  the 
New  York  State  Dept.  of  Economic  Development  through  the  New  York  State  Dept.  of 
Agriculture  and  Markets,  Five  Star  Fruit  was  able  to  research  the  United  Kingdom  market 
for  the  Empire  variety  of  apples.  The  research  findings  enabled  Five  Star  Fruit  to  develop 
an  appropriate  export  strategy  which  resulted  in  the  establishment  of  relations  with  a 
reputable  U.K.  importer.  It  also  provided  information  necessary  to  purchase  the  proper 
equipment  needed  to  grade  and  pack  fresh  apples  to  the  demanding  size,  color  and 
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uniformity  requirements  of  U.K.  retailers. 

With  it's  export  infrastructure  in  place,  Five  Star  Fruit  needed  to  sell  it's  product  in  the 
U.K.  market,  which  was  difficult  since  they  were  a  new  supplier.  In  addition,  the  U.K  was 
a  target  market  for  fresh  apples  from  other  France,  South  Africa,  Australia  &  New 
Zealand,  Israel  and  Chile.  Establishing  a  foothold  in  the  market,  even  for  an  apple  as 
unique  and  desirable  as  the  Empire,  would  be  difficult.  Apples  from  each  of  these  other 
regions  were  heavily  promoted;  many  times  with  government  subsidies. 

With  help  of  the  MPP  in  1992,  Five  Star  Fruit  and  it's  U.K.  importer  were  able  to 
stimulate  the  interest  of  two  significant  U.K.  retail  multiples  in  the  Empire  apple.  Initial 
purchases  of  several  trailer  loads  of  Empire  apples  were  made,  consumer  promotions  were 
organized  and  the  sales  results  were  excellent.  The  two  retailers  have  since  become  regular 
customers  of  Five  Star,  while  the  five  other  major  U.K.  retail  chains  purchase  additional 
supplies  of  Empire  apples  from  several  Eastern  and  Midwestern  growers.  Clearly  U.S. 
Empire  is  now  well-known  in  the  U.K.  market. 

Exports  to  the  U.K.  now  account  for  15%  of  Five  Star's  total  fresh  apple  sales.  The  firm  now 
participates  in  MPP  funded  generic  promotions  of  the  U.S.  Apple  Export  Council,  and  is 
preparing  to  expand  export  sales  of  it's  products  to  Latin  America. 

Similar  Results  Duplicated  Hundreds  of  Times 

The  firms,  the  products  and  the  target  markets  are  different,  but  the  results  are  the  same 
or  better  for  hundreds  of  other  companies.  New  or  experienced,  big  or  small,  the  MPP  and 
the  FMD  programs  have  been  very  effective  at  helping  to  sell  U.S.  products  overseas,  and 
are  crucial  to  U.S.  competitiveness.  To  those  of  us  who  are  directly  involved  and  see 
everyday  the  success  of  new  or  experienced  companies  in  export  markets,  the  MPP  and 
FMD  programs  are  unquestionably  proper  and  desirable  catalysts  for  real  economic  growth 
of  the  U.S.  food  and  agriculture  industry. 

Mr.  Chairman  and  Honorable  members  of  the  Subcommittee,  the  State-Regionals  are 
convinced  that  most  members  of  Congress,  and  of  the  news  media,  are  grossly  misinformed 
and  mislead  about  the  MPP  and  the  tremendous  energy  that  it  truly  creates  between  the 
public  and  private  sectors.  We  urge  in  strongest  terms  that  for  a  meaningful  investment 
in  American  agriculture,  funding  levels  of  the  MPP  and  the  FMD  programs  be  restored  to 
historic  levels.  We  thank  you  for  your  past  support,  and  look  forward  to  working  with  you 
to  gain  greater  support  for  these  important  programs  in  the  months  and  years  ahead. 
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JOBS  AND  EXPORTS:   MPP  SUCCESS  STORIES 

November  1993 

Western  United  State  Agricultural  Trade  Association  (WUSATA) 

Mid-Amenca  International  Agn-Trade  Council  (MiATCO) 

Southern  United  States  Trade  Association  (SUSTA) 

Eastern  U.S.  Agncultural  Food  Export  Council,  Inc  (EUSAFEC) 


EXPORTS  CREATE  JOBS 

More  that  145,000  jobs  depend  on  the  export  sales  generated  by  the  companies  participating  in 
the  State  Regional  Trade  Groups  (SRTG)  Branded  and  Generic  programs. 

The  increased  exports  of  firms  participating  in  the  SRTG  Branded  and  Generic  programs  from 
1990  to  1992  created  10,000  new  jobs  in  both  rural  and  urban  areas. 

MPP  EXPANDS  EXPORTS 

Companies  participating  in  the  SRTG  FY  92  Branded  and  Generic  programs  exported 
$2.32  billion  worth  of  high  value  agricultural  and  marine  products. 

The  SRTG  Branded  programs  increased  export  sales  by  37%  from  FY  90  to  FY  92.  The  $161 
million  in  additional  Branded  exports  were  22  times  the  total  amount  of  Market  Promotion 
Program  (MPP)  funds  allocated  to  companies  in  FY  92. 

Companies  in  the  SRTG  Branded  programs  have  introduced  and  promoted  over  200  different 
products  in  more  than  60  export  markets. 

FEDERAL  TAX  REVENUES  GROW 

The  increases  in  exports  by  Branded  companies  in  FY  92  expanded  federal  tax  revenues  by  an 
estimated  $35  million,  giving  the  government  a  5-to-1  return  on  its  Branded  MPP  investments 
through  the  SRTGs. 

MANY  COMPANIES  OF  VARIOUS  SIZES  PARTICIPATE 

The  number  of  companies  participating  in  the  Branded  programs  through  the  SRTGs  has  risen 
from  78  companies  in  1987  to  393  companies  in  1993.  More  than  450  companies  are  expected 
to  apply  for  the  1994  SRTG  Branded  programs. 

Most  of  the  companies  are  small  Based  on  their  number  of  employees,  61%  of  the  firms  are 
defined  as  small  (less  than  100  employees),  22%  are  medium-sized  (100  to  500  employees),  and 
only  17%  are  large  (more  than  500  employees). 

The  average  1991  allocation  to  individual  companies  under  the  SRTG  Branded  programs  was 
$50,000.  To  make  the  program  available  to  as  many  applicants  as  possible,  each  SRTG  places 
a  limit  on  the  amount  of  MPP  resources  it  allocates  to  individual  companies.  In  1993,  no  firm 
received  more  than  $270,000 

The  SRTGs  contributed  $4.1  million  in  FY  92  to  carry  out  their  MPP  programs.  This  represents  a 
substantial  contribution  above  and  beyond  the  minimum  program  requirements.  In  addition, 
Branded  companies  spent  more  than  $7.5  million  in  matching  funds  during  FY  92. 

SRTGs  WORK  TOGETHER  ON  THEIR  EXPORT  PROGRAMS 

The  SRTGs  held  42  export  education  seminars  in  44  states  in  1992.  The  seminars  were 
attended  by  more  than  1,000  individuals,  mostly  from  private  companies. 

The  SRTGs  jointly  designed  and  managed  export  development  activities  in  Japan,  Hong  Kong, 
Mexico,  and  Europe. 

SRTGs  are  private,  non-profit  international  trade  development  organizations  which  combine 
federal,  state,  and  industry  resources  for  export  market  development    SRTGs  cooperate  to 
utilize  human  and  financial  resources  of  state  departments  of  agriculture  with  program  and 
financial  resources  of  USDA's  Foreign  Agricultural  Service  (FAS)  to  expand  exports  of  U.S.  high- 
value  agricultural  products  and  to  educate  and  assist  companies  in  developing  export  markets 
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Claudia  Kirby 
International  Manager 


2520  South  Grand  Avenue  East 
P.O.  Box  3877  •  Springfield.  IL  62708-3877 


PARENT  COMPANY 

TKI  Foods,  INC 

2520  S.  Grand  Avenue  East 

Springfield,  IL  62703 


SUBSIDIARY 
Spectrum  Foods 
2881  Parkway  Drive 
Decatur,  IL  62526 


100  Employees 
Payroll  =  $1,911,000 

50  Employees 
Payroll  =  $261,000 

Total  Payroll  =  $2,172,000 

COMPANY  SALES 

1993 

ACTUAL 

TOTAL 
EXPORT 

$15,400,000 
$  1,000,000 

(6.5%  of  TOTAL) 

1994 
PROJECTED 

TOTAL 
EXPORT 

$18,000,000 
$  5,350,000 

(30%  of  TOTAL) 

MAJOR  FOREIGN  MARKETS 

CURRENT  MARKETS 

Germany 
Hungary 
Middle  East 
Japan 

MPP  HISTORY 

MARKETS  SCHFDUT.FD 
TO  OPEN  IN  1994 

Indonesia 

Kuwait 

Panama 

Austria 

Switzerland 

Canada 

YEAR; 
COUNTRY: 

MIATCO 
CONTRIBUTION: 

1992 
Hungary 

$  12,500 

YEAR: 
COUNTRIES: 

MIATCO 
CONTRIBUTION: 

1993 

Hungary 

Germany 

$112,000 

COMPANY 
CONTRIBUTION: 

$265,555 

COMPANY 
CONTRIBUTION: 

$104,000  (Hungary) 
$560,000  (Germany) 

$664,000  (TOTAL) 


WHAT  MIATCO  FinsjDTNG  MEANS  TO  TKI  FOODS? 

1.  JOBS 

2.  ABILITY  TO  COMPETE 

3.  GROWTH 

ATLANTA  •  LOS  ANGELES  •  CHICAGO  ■  PHILADELPHIA  ■  SPRINGFIELD.  ILLINOIS 


87 


STATEMENT  BY  CHRIS  SCHLECT 
PRESIDENT,  NORTHWEST  HORTICULTURAL  COUNCIL 
ON  BEHALF  OF 
COALITION  TO  PROMOTE  U.S.  AGRICULTURAL  EXPORTS 

BEFORE  THE 
HOUSE  APPROPRIATIONS  SUBCOMMITTEE  ON  AGRICULTURE, 
RURAL  DEVELOPMENT  AND  RELATED  AGENCIES 
TUESDAY,  MARCH  22,  1994 
WASHINGTON,  D.C. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  appear  before 
your  Subcommittee,  as  well  as  to  express  appreciation  for  your 
continued  strong  leadership  and  support  on  behalf  of  agriculture 
and  rural  America. 

My  name  is  Chris  Schlect  and  I  am  President  of  the  Northwest 
Horticultural  Council,  a  regional  trade  association  headquartered 
in  Yakima,  Washington,  which  represents  over  5,000  growers  in 
Washington,  Oregon  and  Idaho.  Along  with  two  brothers,  I  am  also 
involved  in  a  family  farming  operation  which  produces  pears  and 
apples  for  both  the  fresh  and  juice  markets. 

As  Council  President  and  as  a  producer,  I  have  been  actively 
involved  in  international  trade  and  related  activities,  including 
serving  as  a  member  of  USDA's  APAC  or  Agricultural  Policy  Advisory 
Committee  throughout  NAFTA  and  the  Uruguay  Round  GATT  negotiations. 

I  am  also  currently  serving  as  chairman  of  the  Coalition  to 
Promote  U.S.  Agricultural  Exports,  on  whose  behalf  I  appear  today. 

As  an  industrywide  coalition,  whose  members  include 
approximately  80  organizations  representing  farmers,  ranchers, 
cooperatives,  other  related  businesses,  regional  trade  groups,  and 
all  50  state  departments  of  agriculture,  we  are  here  today  to 
express  our  strong  support  for  policies  and  programs  to  help 
promote  U.S.  agricultural  exports. 
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Such  exports  are  vital  to  the  economic  well-being  of  U.S. 
agriculture  as  well  as  the  nation  as  a  whole.  Last  year,  U.S. 
agricultural  exports  totaled  over  $40  billion,  helped  generate  over 
$100  billion  in  economic  activity,  provided  nearly  one  million 
Americans  with  related  jobs,  and  contributed  to  an  expanded  tax 
base  at  the  local,  state  and  federal  level. 

Clearly,  from  this  perspective,  the  U.S.  has  a  vital  stake  in 
maintaining  the  ability  of  U.S.  agriculture  to  compete  effectively 
in  the  international  marketplace  -  especially  in  the  new  global 
environment  expected  to  result  from  the  recent  Uruguay  Round  GATT 
agreement. 

In  recent  years,   U.S.   agriculture  has  been  faced  with 
increasing  foreign  competition,  much  of  it  heavily  subsidized,: 
along  with  the  use  of  other  unfair  trade  practices  and  artificial 
trade  barriers. 

While  the  GATT  agreement  will  require  a  reduction  in  the  use 
of  such  trade  distorting  measures,  it  is  important  to  recognize  it 
does  not  eliminate  them.  Even  under  GATT,  countries  will  be  able 
to  continue  to  significantly  subsidize  their  agricultural  exports 
in  terms  of  both  value  and  volume. 

At  the  same  time,  the  GATT  agreement  will  continue  to  allow 
individual  countries  to  maintain  and  increase  their  support  for  a 
variety  of  other  programs  which  are  viewed  as  non-trade  distorting 
and  categorized  as  in  the  "green  box".  These  include  market 
development,  market  promotion,  as  well  as  certain  other  export  and 
food  assistance  programs. 
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However,  many  of  these  programs  -  which  are  specifically 
allowed  under  GATT  -  would  be  substantially  reduced  or  even 
eliminated  under  the  Administration's  current  budget  proposal  for 
FY  1995.  These  include  both  the  Foreign  Market  Development 
Cooperator  Program  and  the  Market  Promotion  Program  as  administered 
by  USDA. 

Under  the  budget  proposal,  for  example,  funding  for  USDA's 
Foreign  Market  Development  Cooperator  Program  would  be  reduced  by 
$10  million  or  nearly  one-third. 

The  Market  Promotion  Program  -  which  was  reduced  by  nearly 
one-third  last  year  from  $147.7  million  to  just  $100  million  - 
would  be  reduced  by  another  $25  million  or  25  percent. 

Unless  restored  by  Congress,  such  cuts  threaten  not  only  the: 
continued  effectiveness  of  these  important  programs,  but  the 
ability  of  U.S.  agriculture  to  fully  realize  any  of  the  promised 
benefits  of  NAFTA  and,  in  particular,  the  recent  GATT  agreement. 

Clearly,  our  foreign  competitors  can  be  expected  to  continue 
to  utilize  every  available  weapon  and  tool  at  their  disposal  as 
allowed  under  GATT  in  support  of  their  agriculture,  and  to  maintain 
and  expand  their  share  of  world  trade.  Without  an  equal  commitment 
on  the  part  of  the  U.S.  government,  U.S.  agriculture  will  be  at  a 
significant  disadvantage. 

Both  the  Foreign  Market  Development  and  Market  Promotion 
Programs  administered  by  USDA  have  been  tremendously  successful  and 
cost-effective  in  providing  U.S.  agriculture  with  needed  technical 
and  market-related  assistance;  helping  meet  foreign  competition; 
countering  unfair  foreign  trade  practices;   and  in  promoting 
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increased  awareness  and  demand  among  foreign  consumers  for  a  wide 
variety  of  U.S.  agricultural  commodities  and  related  products. 

Both  of  these  programs,  it  should  also  be  noted,  have  been 
administered  on  a  cost-share  basis.  For  example,  participants  are 
required  to  contribute  as  much  as  50  percent  of  their  own  resources 
in  order  to  be  eligible.  This  has  not  only  helped  maximize  the  use 
of  available  funds,  it  has  also  encouraged  industry  efforts  to 
become  more  export-oriented.  As  a  result,  both  programs  serve  as 
an  example  of  what  an  effective  public-private  partnership  can 
accomplish. 

While  there  have  been  criticisms,  especially  with  regard  to 
MPP,  we  believe  Congress  has  already  addressed  these  through  a 
number  of  changes  which  were  included  in  last  year's  Omnibus  Budget: 
Reconciliation  Act  (OBRA)  and  are  in  the  process  of  being 
implemented  by  USOA. 

Such  changes  include  providing  priority  treatment  for  small 
businesses,  requiring  participants  to  contribute  more  of  their  own 
resources  in  order  to  be  eligible  for  assistance,  and  limiting  such 
assistance  to  no  more  than  5  years  in  a  single  market  unless  the 
Secretary  determines  such  assistance  is  necessary  to  meet  the 
objectives  of  the  Act. 

What  is  needed  now  are  the  necessary  resources  to  ensure  that 
such  programs  continue  to  operate  for  the  benefit  of  U.S. 
agriculture  and  the  nation  as  a  whole. 

For  all  these  reasons,  we  strongly  urge  that  funding  for 
USDA's  Foreign  Market  Development  and  Market  Promotion  Programs  for 
FY  1995  be  maintained  at  no  less  than  the  current  year  level. 
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In  addition,  we  would  like  to  express  our  strong  support  for 
maintaining  funding  for  other  export-related  programs  as  allowed 
under  GATT,  including  the  Export  Enhancement  Program  (EEP) ,  the 
Dairy  Export  Incentive  Program  (DEIP) ,  the  Cottonseed  and  Sunflower 
Oil  Assistance  Programs  (COAP  and  SOAP),  as  well  as  the  P.L.  480 
Program  (Food  for  Peace) . 

Further,  to  the  extent  that  such  funds  may  no  longer  be 
utilized  for  such  purposes  under  GATT  in  the  future,  we  believe 
they  should  be  made  available  and  utilized  for  those  programs  which 
are  specifically  allowed,  including  market  development,  market 
promotion,  and  other  related  export  and  food  assistance  programs 
(such  as  GSM  export  credit  guarantees,  P.L.  480,  and  The  Emergency 
Food  Assistance  Program  or  TEFAP) .  ; 

Thank  you,  Mr.  Chairman. 


92 


Statement  of 

Jerry  Calvani,  President 

Cotton  Council  International 

before  the 

House  Appropriations  Subcommittee 

on 

Agriculture,  Rural  Development  and  Related  Agencies 

March  22,  1994 


Thank  you  Mr.  Chairman. 

My  name  is  Jerry  Calvani  and  I  operate  a  diversified  farming  operation  in  Carlsbad,  New 
Mexico.   My  principal  crop  is  cotton.   I  am  appearing  today  as  President  of  Cotton  Council 
International.   I  am  also  the  immediate  past-chairman  of  the  National  Cotton  Council  of 
America. 

On  behalf  of  the  cotton  industry  and  all  MPP  participants,  I  want  to  express  our  appreciation 
for  the  opportunity  to  appear  before  you  and  your  colleagues  to  discuss  the  importance  of 
agricultural  export  promotion  programs.    MPP  has  provided  my  industry  an  opportunity  to 
carry  out  promotion  and  trade  servicing  programs  that  could  not  have  been  successfully 
undertaken  without  the  "seed  money"  available  through  MPP. 

Although  I  know  MPP  is  the  primary  subject  of  today's  hearing,  I  would  be  remiss  if  I  did 
not  urge  the  members  of  this  subcommittee  to  recognize  that  MPP  is  an  element  of  a  strong 
agricultural  export  development  program.    It  will  be  most  effective  when  used  as  a  part  of  an 
integrated  program  which  includes  COAP,  SOAP,  EEP,  GSM  credit  guarantees,  FMD  and 
food  aid  programs  including  PL-480  and  TEFAP.   We  also  need  a  well  financed,  well 
trained  and  highly  motivated  Foreign  Agricultural  Service  to  help  guide  and  supervise  our 
activities  in  export  markets.   In  that  respect,  we  believe  is  time  for  this  administration  to  fill 
the  vacant  post  of  FAS  Administrator. 

Cotton  Council  International  was  incorporated  in  1956  by  the  National  Cotton  Council  of 
America  and  is  designated  as  a  cooperator  in  USDA's  international  market  development 
programs,  including  the  "Foreign  Market  Development  Program"  and  "Market  Promotion 
Program." 

The  National  Cotton  Council  is  the  central  organization  of  the  United  States  cotton  industry. 
Its  members  include  producers,  ginners,  oilseed  crushers,  merchants,  cooperatives, 
warehousemen  and  textile  manufacturers.   Representatives  of  these  groups  also  participate  in 
Cotton  Council  International. 
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A  majority  of  the  cotton  industry  is  concentrated  in  17  cotton  producing  states,  stretching 
from  Virginia  to  California.   But,  manufacturers  of  cotton  textile  and  apparel  products,  and 
home  furnishings  are  located  in  virtually  every  state. 

The  industry  and  its  suppliers,  together  with  the  manufacturers  of  cotton  products,  account 
for  approximately  one  job  in  thirteen  in  the  United  States.   Annual  cotton  production  is 
valued  at  more  than  $5  billion  at  the  farm  gate.   In  addition  to  the  fiber,  cottonseed  products 
are  used  for  livestock  feed  and  cottonseed  oil  is  used  for  food  products  ranging  from 
margarine  to  salad  dressing. 

While  cotton's  farm  gate  value  is  significant,  a  more  meaningful  measure  of  cotton's  value  to 
the  U.S.  economy  is  its  retail  value.   Taken  collectively,  the  business  revenues  generated  by 
cotton  and  its  products  in  the  U.S.  economy  is  estimated  to  be  in  excess  of  $50  billion 
annually.   Cotton  stands  above  all  other  crops  in  its  creation  of  jobs  and  its  contribution  to 
the  U.S.  economy. 

For  this  hearing,  the  most  germane  statistics  about  U.S.  cotton  are:  exports  of  raw  cotton 
account  for  over  40  percent  of  annual  production  and  the  average  annual  value  of  raw  cotton 
exports  exceeds  $2  billion.   Exports  account  for  an  even  higher  percentage  of  cotton 
production  in  Texas,  New  Mexico,  Arizona  and  California.   For  example  nearly  80  percent 
of  Arizona's  annual  production  is  exported. 

Exports  of  cotton  textile  products  are  growing  in  importance,  increasing  from  about  500,000 
bale  equivalents  to  nearly  2.0  million  bale  equivalents.   From  a  farmers  perspective  that  is 
the  difference  between  a  20  percent  acreage  reduction  and  this  year's  11  percent  reduction. 
That  is  a  statistic  that  can  easily  be  translated  to  increased  farm  income.   And  when  a  value 
added  product  is  exported  it  means  even  more  benefits  accrue  to  the  economy. 

Exports  of  cottonseed  oil,  assisted  by  COAP  and  promotion  programs,  are  credited  with 

increasing  cottonseed  prices  nearly  $13/ton  to  the  producer. 

And  cottonseed  contributes  about  13%  of  the  farm  value  of  cotton. 

The  Cotton  Council  was  the  first  private  trade  organization  to  become  a  participant  in 
USDA's  foreign  market  development  programs.   The  cotton  industry  is  committed  to  long 
term  development  of  international  markets.   We  believe  the  public-private  partnership,  like 
that  used  in  FMD,  TEA  and  now  MPP,  is  a  proven  success.    It  is  an  important  means  to 
leverage  public  and  private  funds  to  generate  consumer  preferences  for  U.S.  cotton  products. 

The  cotton  industry  has  carefully  developed  an  integrated,  market  specific  approach  to 
international  market  development  and  promotion.   We  have  utilized  PL-480,  GSM  credit 
guarantees,  COAP,  FMD  and  MPP  as  appropriate  for  each  market.   For  example,  in 
developed  markets  like  Japan  or  Western  Europe,  we  use  a  combination  of  trade  services  for 
mills  and  a  sophisticated  promotion  and  advertising  program  for  consumers.    In  developing 
economies  like  Korea  and  Taiwan,  we  built  markets  with  PL-480  and  GSM-5  credit.   Then, 


94 


as  they  made  the  transition  to  commercial  customers,  we  worked  to  maintain  them  with 
GSM- 102  credit  guarantees  and  trade  servicing.    As  these  markets  mature,  we  are 
introducing  promotion  and  advertising  programs  to  develop  strong  consumer  preferences  for 
products  containing  U.S.  cotton. 

Mr.  Chairman,  I  use  these  examples  to  assure  you  that  our  programs  are  planned  thoroughly 
and  carefully.   They  are  constantly  reviewed  by  U.S.  industry  participants,  our  international 
partners  and  customers,  and  USDA.   And  they  work.    Our  diversified  industry  could  not 
create  a  promotion  and  trade  servicing  program  without  a  central  coordinating  organization 
like  Cotton  Council  International  with  access  to  funding  provided  through  programs  like 
MPP.   Due  to  the  fragmented  structure  of  the  U.S.  agricultural  industry,  individual  growers 
and  firms  cannot  capture  the  returns  to  investment  in  promotion  and  research.    Consequently, 
without  federal  support,  these  activities  would  go  under-funded. 

Mr.  Chairman,  the  wide  variety  of  cotton  promotion  activities  carried-out  under  MPP  are 
designed  to  fit  individual  markets  and  often  are  tailored  for  specific  products.   They  take  into 
account  the  unique  and  complicated  distribution  structure  of  the  fiber-textile-apparel  complex. 
Cotton  farmers  and  merchants  are  always  mindful  of  the  competition  from  cotton  produced  in 
non-market,  state-controlled  economies  where  there  are  no  meaningful  cost-of-production 
references  against  which  to  measure  prices  and  income.   Former  Soviet  Republics  and  China, 
for  example,  may  export  cotton  solely  for  much  needed  foreign  exchange  without  regard  to 
world  prices. 

U.S.  cotton  is  an  industrial  raw  material  competing  with  cotton  varieties  grown  in  50  other 
countries  and  with  readily  available  synthetic  substitutes.   Farmers  and  merchants  are 
consistently  competing  for  market  share  against  well  financed,  sophisticated  servicing  and 
promotion  campaigns  operated  by  huge  multi-national  synthetic  fiber  manufacturing 
corporations.   Those  corporations  are  often  the  beneficiaries  of  significant  direct  and  indirect 
government  subsidies.   A  very  large  majority  of  cotton  produced  outside  the  United  States  is 
produced  in  centrally  planned,  non-market  economies  and  is  marketed  by  state  trading 
companies.   The  GATT  agreement  does  not  discipline  any  of  these  practices  because  less 
developed  countries  are  not  subject  to  the  same  disciplines  as  the  developed  countries. 

Cotton's  MPP  activities  are  not  only  devoted  to  the  fiber,  they  include  a  growing  focus  on 
promotion  activities  to  stimulate  exports  of  U.S.  processed  and  manufactured  products.   U.S. 
cotton  home  furnishings  products  are  popular  in  a  number  of  markets  and  exports  of  U.S. 
textile  products,  including  denim  fabric,  are  increasing  at  a  significant  rate. 

One  of  my  primary  objectives  today  is  to  convey  to  the  members  of  this  subcommittee,  and 
with  your  help  the  members  of  the  House  of  Representatives,  how  important  export 
promotion  programs  are  to  the  U.S.  cotton  industry  -  especially  to  the  U.S.  cotton  farmer. 

•  MPP  has  generated  increased  exports  of  U.S.  cotton  and  cotton 
products. 
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U.S.  raw  cotton  exports  have  averaged  $437  million  more  per  year  since 
the  implementation  of  the  MPP/TEA  program  than  before.    Cotton  value- 
added  product  exports  have  quadrupled,  accounting  for  increased  annual 
revenues  of  about  $500  million,  during  this  time  period. 

Increases  in  exports  of  cotton  and  cotton  products  generate  jobs  -  many  of 
which  are  based  in  rural  areas. 

The  more  than  4.5  million  bales  of  increased  U.S.  cotton  offtake  during  the  life  of 
the  MPP/TEA  program  pumps  an  additional  $9  billion  annually  into  rural 
economies;  adds  more  than  350,000  jobs;  and  avoids  the  necessity  of  permanently 
idling  an  additional  3.4  million  acres  of  productive  crop  land  out  of  a  base  totalling 
14.8  million  acres.  '   Let  me  say  it  another  way,  Mr.  Chairman.    Without  that 
increased  offtake,  we  would  need  to  devote  only  8.7  million  acres  of  cropland  to 
cotton  production,  which  means  we  would  be  forced  to  idle  more  than  40%  of  our 
base  or  divert  it  to  some  other  crop  for  which  acreage  reduction  programs  are 
already  necessary. 

While  the  market  development  programs  under  review  here  today  are  not  totally 
responsible  for  this  critically  important  progress,  they  have  been  integral  and 
necessary  components. 

MPP  funds  are  used  as  leverage  to  entice  cotton's  customers  to  contribute  their 
funds  to  promote  products  containing  U.S.  cotton  and/or  manufactured  in  the 
U.S. 

For  example,  in  Korea  the  foreign  partners'  funding  match  to  the  Cotton 
USA  Program  soared  from  a  dollar-for-dollar  match  in  1989  to  a  $10  to 
$1  match  in  1993.   Korean  partners  now  put  the  equivalent  of  $8  million 
of  their  own  money  into  the  Cotton  USA  Promotion  campaign. 

Under  the  GATT-Uruguay  Round,  export  promotion  programs  would  be 
"green  box"  activities.   Since  cotton's  competition  is  primarily  from  countries 
which  are  non-members  of  GATT  or  are  exempt  as  LDC's  and  from  synthetic 
Fibers  heavily  promoted  by  large,  well  financed  synthetic  fiber  corporations  - 
export  promotion  programs  like  MPP  will  become  even  more  important  to  all 


1  The  $9  billion  takes  into  account  the  retail  value  of  cotton  products,  except  in  the  case  of 
raw  cotton  exports;  job  creation  includes  100,000  in  the  cotton  production,  marketing  and 
processing  sectors  plus  another  250,000  jobs  in  other  sectors  (based  on  a  formula  from  the 
Economic  Policy  Institute  which  estimates  that  2.5  additional  jobs  are  created  for  every  new  job 
in  the  cotton  weaving,  finishing  and  yarn  industries. 
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segments  of  the  U.S.  cotton  industry  as  a  means  to  develop  and  maintain 
markets. 

For  example,  EEP,  as  a  GATT  "Red  Box"  activity  will  need  to  be  cut  by 
$400  million  within  6  years,  seriously  depleting  what  has  been  a  major 
U.S.  export  program.   MPP  funding,  on  the  other  hand,  is  not  required 
to  be  reduced  nor  are  MPP  activities  subject  to  GATT  disciplines.   Not 
only  is  it  important  to  maintain  MPP  funding  levels,  we  strongly  support 
efforts  to  ensure  funds  currently  being  spent  for  export  programs  be 
retained  for  "green  box"  activities  like  credit  guarantees  and  food  aid  as 
"red  box"  funding  is  reduced  in  compliance  with  the  Uruguay  Round 
Agreement. 

Mr.  Chairman,  members  of  the  Subcommittee,  the  MPP  has  been  a  valuable  tool  to  expand, 
and  in  some  cases  maintain,  important  export  markets  for  U.S.  cotton  and  cotton  products. 
We  have  utilized  the  funds  wisely  and  effectively  to  conduct  activities  which  could  not  have 
been  carried  out  without  MPP.   The  program  has  increased  income,  generated  jobs, 
generated  new  tax  revenues  and  may  have  helped  reduce  farm  program  costs. 

I  will  conclude  with  a  quote  from  Secretary  Espy's  remarks  to  participants  in  the  Forum  on 
Farm  Income  and  Agricultural  Policy  in  Washington  last  August. 

"There  is  nothing  theoretical  about  the  dependence  of  this  nation's  farm 
income  on  exports.   As  exports  slipped  in  the  first  half  of  the  1980's,  we 
saw  depressed  farm  incomes,  falling  land  values,  and  economic  pain  in 
many  of  our  rural  communities.   In  fact,  USDA's  largest  export 
promotion  program  -  Targeted  Export  Assistance/Market  Promotion 
Program  -  was  a  direct  response  to  this  crisis." 

We  sincerely  believe  it  will  be  even  more  important  in  the  future  as  the  impact  of  the  GATT 
agreement  is  felt  and  budget  pressures  continue  on  farm  program  spending.   In  our  opinion 
MPP  does  not  need  fixing,  it  needs  adequate  funding. 

We  appreciate  this  opportunity  to  share  our  views.   We  especially  appreciate  the  opportunity 
you  have  provided  to  the  members  of  the  agricultural  community  to  convey  our  support  for 
MPP  and  to  highlight  a  few  of  the  many  success  stories.   I  will  be  pleased  to  respond  to 
questions  at  the  appropriate  time. 
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Land 

Farming 
Carrie 


P.O.  Box  1509 

GoooVeor.  AZ  65938 

602-902-1604 


March  18,    1994 


The  Honorable  Ed  pastor 

United  States  House  of  Representatives 

Washington,   DC  20515 


Dear 


This  letter  is  to  urge  your  support  for  adequate  funding  for  the 
Market  Promotion  Program.  This  program  is  Important  for  Arizona  cotton 
producers  and  is  the  target  for  a  proposed  spending  cut  of  $25  million. 
A  reduction  of  this  size  would  do  significant  damage  to  the  program. 

My  brothers  and  1/  Robert  and  Earle,grow  about  1300  acres  of  cotton 
and  2500  acres  of  other  crops  near  Avondale/Goodyear  and  the  Gila  Bend 
areas.  Out  cotton  is  delivered  to  Calcot,  a  marketing  cooperative  that 
sells  nearly  all  of  our  cotton  overseas  and  a  major  part  in  the  Par  East. 

It  is  discouraging  to  cotton  producers  to  watch  as  some  of  our  most 
practical  and  beneficial  programs  are  attacked  by  interests  that  either 
don't  understand  how  markets  work  or  are  jealous  of  the  export  success 
of  agriculture.  Instead  of  Congress  looking  for  waysttojcatcfundiqgcfor 
market  promotion,  it  should  be  doing  the  opposite.  Promotion  and  develop-  .  . 
ment  activities  should  be  a  model  for  the  type  of  programs  that  fit  the 
market-oriented  approach  being  put  forth  in  trade  negotiations  and  public 
ag  policy.  It  is  my  understanding  that  the  NPP  is  okay  under  the  new  GAIT 
agreement,  but  that  direct  export  subsidies  are  being  discouraged.  Why, 
then,  are  efforts  underway  to  cut  the  MPP  again? 

I  am  a  firm  believer  in  the  power  of  advertising  and  market  devel- 
opment. Its  worked  for  cotton  In  this  country  and  it  will  work  overseas 
if  adequately  funded.  The  cotton  industry,  through  MPP  support  of  Cotton 
Council  International  activities,  has  developed  a  well-rounded  International 
strategy  to  build  markets  for  U.S.  caw  cotton  and  cotton  textile  products. 
»iis  type  of  activity  is  critical  for  Arizona  cotton  producers  as  we  depend 
heavily  on  export  demand. 

In  dosing,  X  want  to  thank  you  for  your  leadership  in  Congress  on 
behalf  of  Arizona  agriculture.  Your  help  is  now  needed  to  maintain  a  strong 
international  market  development  pcoyjidm  that  cotton  producers  can  depend  on. 


Sincerely, 


Ron  Rayner 


HEADQU4RTER5  AND  FEEDLOT  -  DROACWAY  AT  DUUARD  RD.  -  GOODYEAR.  ARIZONA 

**  TOTAL  PRGE.00Z  ** 
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PAINTED  ROCK  RANCHES,  INC. 
P.O.  BOX  668 
BUCKEYE,  ARIZONA   85328 


March  18,  1094 


The  Honorable  Ed  Pastor 

United  States  House  of  Representatives 

Washington,  DC   20515 


Dear  Congressman  Pastor: 

As  you  know  from  our  past  relationships  I  live  in 
Buckeye  and  grow  cotton  1n  the  G1 la  Bend  area  of  Arizona. 
We  had  many  opportunities  to  get  to  know  each  other  during 
your  tenure  as  our  county  supervisor.   I  enjoyed  both  the 
personal  and  professional  contacts  we  had  with  each  other. 

During  your  tenure  In  congress  you  have  continued  to 
serve  Arizona  in  the  same  courteous  and  professional  manner 
and  I  can  truthfully  say  you  are  most  appreciated. 

You  understand  agriculture  and  its  importance  to 
Arizona  and  have  represented  us  in  an  outstanding  manner. 

I  just  returned  March  16th  from  a  tour  to  visit  our  far 
eastern  cotton  customers.   This  was  a  delegation  of  industry 
leaders  to  take  our  message  to  our  customers  and  also  listen 
to  their  concerns  and  comments.   We  visited  Korea,  Hong 
Kong,  Japan  and  Taiwan. 

I  was  able  to  relate  the  progress  we  have  made  in 
controlling  whltefly  1n  Arizona  and  solving  the  "sticky" 
cotton  problem  which  was  of  great  concern  to  all  of  our 
customers  1n  these  areas. 

This  trip  and  other  similar  activities  are  critical  to 
understanding  the  needs  of  our  customers.   Exports  are  the 
life  blood  of  Arizona  cotton,  and  of  course  also  help 
nationally  with  our  balance  of  trade. 

I  support  funding  of  the  Market  Promotion  Program  at 
adequate  levels  and  was  discouraged  to  learn  1t  was  being 
reduced  1n  the  President's  recent  budget  proposal.  Rather 
than  being  an  annual  target  for  reductions,  this  program 
should  be  strengthened.  It  1s  one  of  the  more  Innovative 
ways  for  our  government  to  work  with  our  industry  1n  this 
global  cotton  market. 

Because  we  do  operate  in  a  world  market,  we  must  use 
every  available  tool  and  take  every  advantage  to  compete 
with  foreign  suppliers  -  many  of  whom  are  controlled  by  the 
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governments  themselves.   The  MPP  helps  give  Arizona  cotton 
farmers   the  edge  we  need  to  move  our  product.   Without 
export  demand,  my  farming  operation  would  shrink  or  possibly 
go  out  of  business.   That  shrinkage  would  ripple  throughout 
our  local  and  state  economy  and  result  in  job  losses. 

On  behalf  of  the  Arizona  cotton  Industry,   I  urge  your 
help  In  restoring  cuts  in  the  MPP.   Thank  you  again  for  your 
leadership  1n  this  effort. 


Sincerely, 


lerce 
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Anderson  Clayton  Corp. 


March  18,  1994 


The  Honorable  Ed  Pastor 
U.S.  House  of  Representatives 
Washington,  DC  20515 

Dear  Representative  Pastor 

I  am  writing  on  behalf  of  the  Market  Promotion  Program. 

Anderson  Clayton,  one  of  the  largest  vertically  integrated  cotton  companies  in  the  world, 
employs  over  500  full  tune  and  seasonal  people  (all  associated  with  the  cotton  industry)  in 
Arizona.  The  vitality  of  Anderson  Clayton  is  directly  dependent  upon  the  success  of  Arizona 
cotton  and  the  success  of  the  Market  Promotion  Program. 

As  you  are  aware,  Arizona  cotton  is  an  export-dependent  product  More  than  90%  of  all 
Arizona  cotton  is  moved  into  the  Asian  markets.  Much  of  the  acceptance  in  Asia  of  Arizona 

cottonis  a.  direct  result  of  the  effectiveness  of  the  current  Market  Promotion  Program.  Inrecent 
years,  without  a  readily  available  Asian  market,  Arizona  cotton  would  not  have  had  a  home. 
This  market  has  supported  Arizona's  cotton  industry  over  (he  years. 

I  realize  that  the  Program,  as  are  all  programs,  is  coming  under  increasing  scrutiny  in  Congress. 
This  Program  works  —  it  creates  jobs  for  Arizona  farmers,  as  well  as  all  of  the  ancillary 
industries  that  make  up  the  bulk  of  employment  in  our  rural  communities. 

Thank  you  for  your  support  of  this  Program.  If  you  have  any  questions,  please  call. 

Sincerely, 


bhn  A.  Brady 

Vice  President  -  Arizona 

jl 


ANDERSON  CLAYTON  CORP. 

O.  BOX  2988  ♦  PHOENIX,  ARIZONA  85062 
PHONE  (602)  272-2641 
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William  T.  Lovelady 

P.O.  Box  51 
TornBta.  Texas  79853 
915-764-3967 


March  18,  1994 

The  Honorable  Ronald  Coleman 

United  States  House  of  Representatives 

Washington,  D.C.   20515 

Dear  Ron: 

As  Chairman  of  the  Producer  Steering  Committee  of  the  National 

Cotton  Council  and  a  cotton  farmer  in  the  El  Paso  Valley,  I 

am  writing  to  urge  your  continued  support  of  the  Market  Promotion 

Program.  The  proposed  reduction  of  $25  million  from  last  year's 

funding  level  will  damage  this  effective  program  and  should 

be  restored. 

Producers,  as  much  as  any  segment  of  our  industry,  know  the 
importance  of  market  promotion.  I  have  experienced  first  hand 
the  excellent  program  conducted  by  Cotton  Council  International 
through  MPP  funding.  Its  sole  purpose  is  to  increase  the  demand 
of  U.  S.  cotton  and  its  products.  It  is  maturing  into  a  solid 
world  wide  program  based  on  proven  techniques.  In  fact  our 
activities  are  closely  patterned  after  our  industry's  highly 
successful  domestic  cotton  promotion  program. 

No  Btate  is  more  dependent  upon  a  strong  export  demand  than 
Texas  and  El  Paso  farmers  are  no  exception.  With  passage  of 
NAFTA  and  completion  of  GATT,  we  will  be  faced  with  even  stronger 
competition  from  abroad.  It  will  be  more  critical  than  ever 
to  further  develop  foreign  demand  for  U.  S.  raw  cotton  and  its 
products.  MPP  is  a  highly  cost-effective  way  for  government 
and  industry  to  cooperate  in  the  achievement  of  this  objective. 

It  seems  all  too  often  that  ag  programs  are  called  upon  for 
inequitable  cuts  in  federal  spending.  Cutting  the  MPP  program 
is  just  one  more  example.  We  must  maintain  a  viable  cotton 
program  and  market  development  activities  such  as  MPP.  It  is 
critical  to  the  health  of  the  Texas  cotton  industry  and  our 
states  economy,  as  well  as  the  El  Paso  Valley's. 

Thanks  for  your  past  support  of  this  and  other  cotton  funding 
request  and  for  your  help  in  keeping  this  program  viable  for 
our  industry. 

Sincerely, 


-gusfa*^ 
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ROBERT    E.    MCLENDON 

P.O.  BOX  337 
LEARV,  ceolKSI*  S1762 

OrFICE  912-792-6426 
HOME  912-792-6184 

March  20,  1994 


The  Honorable  George  Darden 

United  States  House  of  Representatives 

Washington,  DC  20515 

Dear  Congressman  Darden: 

Cotton  is  one  of  the  leading  row  crops  in  Georgia  with  an  economic 
impact  estimated  at  over  $2.5  billion  annually.  Thanks  to  your 
support  of  federal  funding,  the  boll  weevil  has  been  eradicated, 
making  cotton  production  cost  efficient.  Also  current  demand  for 
our  fiber  is  high.  In  order  to  build  upon  this  demand,  we  must 
continue  to  expand  markets  both  domestically  and  abroad. 

As  a  cotton  farmer  from  Calhoun  county,  Georgia,  I  am  urging  you  to 
support  full  funding  of  the  Market  Promotion  Program.  The  proposed 
cut  of  $25  million  would  significantly  hurt  the  effectiveness  of 
this  program  in  which  the  cotton  industry  is  a  major  participant. 
Approximately  one-half  of  my  farm  income  comes  from  cotton  and  my 
livelihood  and  the  jobs  of  my  ten  employees  are  dependent  on  a 
profitable  cotton  industry. 

The  principal  customer  for  my  cotton  is  the  domestic  textile 
manufacturer  -  many  of  which  are  located  here  in  Georgia.  So  why 
be  concerned  about  exports?  The  fact  is  that  a  large  portion  of 
the  increase  in  cotton  offtake  has  come  from  the  export  of  cotton 
textiles.  Demand  for  apparel  and  other  cotton  products  has 
increased  drastically  in  the  last  few  years.  The  American  cotton 
farmer  has  captured  a  significant  portion  of  this  market  growth. 
The  Market  Promotion  Program  will  allow  us  to  continue  to  grow  with 
the  world  cotton  market. 

The  Cotton  council  International  program  funded  through  mpp 
promotes  the  usage  of  raw  cotton  and  value-added  cotton  products 
abroad.  With  the  GATT  negotiations  coming  to  a  close,  I  have 
concerns  about  the  increase  in  foreign  textiles  that  will  come  into 
this  country.  That  makes  expansion  of  U.S.  cotton  textile  exports 
so  important. 
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Georgia  cotton  farmers  benefit  from  any  offtake  of  U.S.  cotton,  but 
we  especially  need  to  begin  building  markets  for  our  value-added 
products.  Now  is  certainly  not  the  time  to  scale  back  a  support 
for  maintaining  this  effective  program. 


cerely, 


«^il[  2T.  fop£n£U^ 


Robert  E.  McLendon 
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The  Honorable  Robert  LMngston 
United  States  House  of  Representatives 
Washington,  D.  C  Z0515 

Dear  Congressman  Livingston: 

I  am  a  cotton  fanner  from  Lake  Providence  in  East  Carroll  Parish.  I  have  been  actively 
engaged  in  fanning  since  1959  and  have  seen  the  good  times  and  the  bad  times.  I  believe  we  are 
somewhere  in  between  now.  We  farm  about  1600  acres  of  cotton,  own  part  Interest  In  Gallllard 
Gin  and  part  interest  in  Hollybrook  Warehouse.  For  the  last  25  years  I  have  been  extremely 
active  in  the  National  Cotton  Council  and  am  presently  serving  as  a  director  of  Cotton 
Incoporated. 

Today  I  am  writing  to  you  to  express  a  deep  concern  of  mine  and  of  tire  cotton  Industry 
as  a  whole.  Our  concern  has  to  do  with  the  Marketing  Promotion  Program  (MPP)  and  Clinton's 
1995  budget  reduction  of  25  million  from  last  year's  level.  Cotton  is  quite  involved  in  the  MPP 
program  and  it  is  very  important  to  Louisiana  and  the  nation  as  a  whole.  Part  of  our  cotton  Is 
exported  and  the  MPP  program  helps  increse  the  demand  for  our  cotton. 

Cotton  Council  International  is  involved  in  promoting  value  added  textiles  abroad.  Textile 
products  exports  have  Increased  by  950%  since  cotton  has  been  m  die  MPP  program  adding 
1  XSmiltion  bales  annually  to  the  demand  for  raw  cotton  resulting  in  about  $437  million  in 
econd/riic  value  to  the  farmer.  This  Increase  has  a  domino  effect  throughout  our  area  and  the 

i  stale. 


I  feel  that  this  Is  wise  use  of  our  federal  funds  since  it  helps  the  entire  state  plus  me  port 
of  New  Orleans. 

Congressman,  everytime  we  get  someting  good  going  for  us  we  get  shafted!  I  remember 
hi  the  1970's  when  we  were  led  to  believe  mat  we,  the  farmers,  had  to  feed  and  clothe  the  whole 
world  nowf  It  was  wonderful  then;  wo  started  making  money,  land  prices  rose,  communities 
prospered  and  tbnea  were  good.  Then  cam*  THE  EMBARGO  and  you  know  the  rest  of  the  story 
and  the  disaster  of  the  Ws, 

i 

/  ask  you  to  support  the  restoration  of  the  2$  million  to  the  Market  Promotion  Program.  It 
does  nothing  but  good  and  if  ever  there  was  a  time  we  need  stability  its  now. 

Thank  you  for  your  consideration. 

Sincerelv 


Fred  H  Schneider  III 

Route  2  Box  130 

Lake  Providence,  LA  71254 


TOTAL  P. 01 
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Six  Generations  of  Farming 


March  21,  1994 


The  Honorable  Pete  Peterson 

United  States  House  of  Representatives 

Washington,  DC  20515 

Dear  Congressman  Peterson: 

Florida  cotton  production  is  on  the  rise  with  new  gins  being  built  to 
meet  the  expanding  acreage.   This  is  largely  due  to  the  eradication  of 
the  boll  weevil  and  the  increased  demand  for  our  product.  In  order  to 
build  upon  this  demand,  we  must  continue  to  expand  markets  both 
domestically  and  abroad.  As  a  cotton  farmer  from  Milton,  I  am  urging 
you  to  ractore  funding  of  the  Market  Promotion  Program  to  at  least  last 
year's  levels.  The  proposed  cut  of  $25  million  would  significantly  hnrc 
the  effectiveness  o£  this  program  of  which  the  cotton  industry  is  a  major 
participant.   Cotton  production  is  greatly  increasing  in  the  second 
Congressional  district  and  my  family  and  I  grow  2100  hundred  acres  of 
cotton  in  Florida.  This  issue  is  very  important  to  the  cotton  growers  of 
Florida. 

As  a  cotton  producer  whose  main  customer  i6  the  domestic  textile  industry, 
you  may  wonder  why  export  promotion  and  market  development  would  be 
important  to  me?  Hell,  simply  put,  part  of  the  big  Increase  in  cotton 
offtake  has  come  from  the  export  of  cotton  textiles.   In  checking  the 
statistics,  apparel  and  other  cotton  products  have  increased  by  350%, 
adding  1.6  million  bales  annually  to  the  demand  for  the  U.  S.  raw  cotton. 
This  equals  a  farm  value  of  more  that  $525  million. 

The  Cotton  Council  International  program  funded  through  MPP  promotes  the 
usage  of  raw  cotton  and  value-added  cotton  products  abroad.  Many  major 
domestic  textile  mills  participate  with  CCI  in  developing  new  markets. 
This  adds  up  to  good  things  for  Florida  cotton  farmers  and  our  economy. 
Agriculture  needs  the  support  of  our  government  to  compete  abroad.  Programs 
like  the  MPP  provide  that  support  in  the  market  place. 

Tour  help  is  needed  to  keep  this  program  operating  as  it  should.  Thank  you 
for  supporting  Florida  agriculture  and  for  your  support  of  this  program. 


Chumuckla  Springs  Road  •  Rural  Route  Two 
Box  400  •  Milton,  Florida  32570  •  904/994-6143 
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Council 


1400  K  Street,  N.W.  Tel:  (202)  789-0789 

Suite  1200  Fax:  (202)  898-0522 

Washington.  DC  20005  Telex:  440064  USFG  UI 

STATEMENT  OF 

John  Whipple 

on  behalf  of  the 

U.S.  Feed  Grains  Council 

before  the 

House  Agriculture  Sub-Committee  on  Appropriations 

March  22,  1994 


Mr.  Chairman,  distinguished  Members  of  the  Sub-Committee,  it  is  an  honor  to 
appear  before  you  today  to  discuss  the  importance  of  the  Market  Promotion 
Program  to  producers  of  corn,  sorghum,  and  barley  in  the  United  States. 

My  name  is  John  Whipple  and  I  am  a  corn  producer  from  Shenandoah,  Iowa.   I  am  ■ 
also  the  Chairman  of  the  U.S.  Feed  Grains  Council's  International  Government 
Affairs  Committee. 

As  a  farmer,  the  Market  Promotion  Program  1b  important  to  me  because  it  helps 
to  develop  markets  overseas  for  my  crops.   Only  60  to  70  percent  of  my  annual 
production  is  sold  within  the  United  States.   This  means  that  I  need  to  find  a 
customer  in  another  country  for  one  out  of  every  three  acres  of  corn  that  I 
produce. 

I  do  not  have  the  personal  resources  or  the  expertise  necessary  to  develop 
demand  for  my  product  on  the  international  market.   Even  if  my  neighbors  and 
all  the  other  corn  producers  in  my  state  banded  together,  we  would  not  be  able 
to  carry-out  large  scale  programs  overseas.   International  market  development 
requires  a  nation-wide  combination  of  funding,  talents  and  other  resources 
that  is  only  possible  through  a  partnership  between  trade  associations  such  as 
the  U.S.  Feed  Grains  Council  and  the  U.S.  government.   This  partnership  is 
made  possible  through  programs  such  as  the  Foreign  Market  Development  Program 
(FMD)  and  the  Market  Promotion  Program  (MPP). 

Building  Markets  for  America's  Grains 

Vienna.  Austria  Tokyo,  lapan  Kuala  Lumpur.  Malaysia  Beijing    PRC  Taipei.  Taiwan 

Cairo.  Egypt  Seoul.  Korea  Mexico  Giy.  Mexico  Moscow.  Russia  Izmir.  Turkey 
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I  find  it  hard  to  believe  that  while  the  U.S.  government  ia  working  hard  to 
eliminate  barriers  to  exports  of  agricultural  commodities  through  the  North 
American  Free  Trade  Agreement  and  the  Uruguay  Round,  the  U.S.  Congress  is 
considering  taking  away  the  very  tools  that  we  have  available  to  take 
advantage  of  those  market  openings.   If  overseas  customers  are  not  familiar 
with  our  commodities,  do  not  understand  how  the  U.S.  trading  system  works  and 
do  not  have  the  expertise  necessary  to  increase  their  demand  for  U.S.  grains, 
then  all  our  efforts  to  liberalize  world  trade  will  be  to  the  benefit  of  our 
competitors,  not  American  farmers. 

The  Market  Promotion  Program  allows  me  as  an  individual  farmer  to  combine  the 
dollars  that  I  deduct  from  my  grain  sales  through  my  state  check-off  program 
with  federal  dollars  to  reach  out  to  dairy  farmers  in  Morocco,  grain 
processors  in  Taiwan,  swine  producers  in  China  and  brewers  in  Mexico  to  show 
them  the  benefits  of  buying  my  product.   If  we  do  not  actively  pursue  new 
customers,  we  can  rest  assured  that  the  European  Community,  the  Australians, 
the  Canadians  and  the  Argentines  will  step  in  and  take  those  markets  away  from 
us. 

I  have  been  overseas  and  have  seen  the  dramatic  results  that  have  been  made 
possible  by  the  Market  Promotion  Program.   In  many  countries  around  the  world, 
the  U.S.  Peed  Grains  Council  and  other  agricultural  associations  are  working 
with  end-users  of  U.S.  grains  to  develop  new  markets  for  my  crops.   In  Japan 
we  are  working  with  wet  millers  to  develop  new  industrial  uses  for  corn  that 
include  biodegradable  plastics  and  ethanol.   In  Egypt,  we  have  provided  them 
with  the  equipment  and  training  for  grain  quality  laboratories  that  has 
resulted  in  a  major  reduction  in  the  number  of  grading  and  contract  disputes ; 
thus,  we  have  increased  our  exports  to  that  important  market.   Throughout 
Spain  and  Portugal  the  MPP  Program  has  allowed  us  to  carry-out  feeding  trials 
for  corn  gluten  feed  with  the  dairy  sector  which  has  dramatically  increased 
their  imports. 
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Another  successful  MPP  program  has  been  the  Market  Education  Program  to  teach 
grain  purchasers  around  the  world  the  advantages  of  buying  grains  from  the 
United  States.   A  part  of  this  effort  was  the  production  of  an  Importer  Manual 
that  has  been  translated  into  Spanish,  Arabic,  Chinese,  Russian,  and  French. 
This  manual  explains  the  U.S.  grain  marketing  system,  the  role  of  the  futures 
markets,  how  to  pay  for  and  finance  grain  imports  and  other  aspects  of 
purchasing  U.S.  commodities.   I  have  brought  along  a  copy  of  the  manual  for 
the  committee  to  review. 

I  have  no  doubts  that  the  MPP  program  has  resulted  in  increased  exports  of 
U.S.  corn,  sorghum,  barley  and  other  grains  to  numerous  new  and  expanding 
markets  around  the  world.   These  increased  exports  directly  translate  into 
increased  prices  for  my  crops  and  greater  income  for  all  U.S.  grain  producers. 
But  the  benefits  of  the  MPP  program  don't  stop  at  the  farm  gate. 

Every  one  dollar  increase  in  agricultural  exports  translates  into  another 
$1.50  in  economic  activity  in  my  community.   This  means  increased  jobs  in 
grain  handling  and  storage,  agricultural  input  dealers,  farm  machinery 
manufacturers,  and  many  other  agricultural  related  industries  throughout  Iowa. 
Iowa's  agricultural  exports  total  over  $3.5  billion.   Such  exports  alone 
generate  over  $9  billion  in  economic  activity  and  provide  over  96,000  export 
related  jobs.   A  10%  increase  in  agricultural  exports  would  help  create  nearly 
10,000  new  jobs  in  Iowa  alone. 

The  Market  Promotion  Program  can  insure  that  exports  increase  and  these  jobs 
are  created. 

Too  much  of  the  debate  over  the  merits  of  the  MPP  program  has  been  focused  on 
the  big  multinational  agribusinesses.   The  critics  of  the  program  are  only 
focussing  on  a  small  part  of  the  bigger  MPP  picture.   The  Market  Promotion 
Program  ultimately  benefits  small  U.S.  farmers  like  myself. 
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Whether  it  is  another  bushel  of  corn,  another  ton  of  corn  gluten  feed  or 
another  pound  of  beef  that  is  exported  as  a  result  of  the  market  development 
activities  made  possible  by  the  Market  Promotion  Program,   the  result  is  the 
same.   Demand  for  U.S.  agricultural  commodities  is  increased,   another  dollar 
finds  its  ways  to  the  farmer  and  that  money  is  spent  in  rural  communities  such 
as  Shenandoah,  Iowa. 

The  U.S.  government  keeps  telling  me  that  I  need  to  depend  more  on  the 
marketplace  for  my  income.   Fine,  I  am  willing  to  do  that,  but  it  takes  time 
and  money  to  develop  new  markets  for  my  corn.   I  applaud  the  efforts  of  this 
and  past  administrations  and  the  Congress  to  open  up  new  markets  for  my  grain 
overseas  through  the  NAFTA  and  the  Uruguay  Round. 

Now  that  this  is  accomplished,  don't  take  away  the  tools  such  as  the  Foreign 
Market  Development  Program  and  the  Market  Promotion  Program  that  are  GATT 
legal  and  leave  me  and  other  U.S.  farmers  at  the  mercy  of  foreign  governments 
that  will  continue  to  aggressively  promote  the  export  of  their  own  farmer's 
production. 

The  Market  Promotion  Program  works,  but  past  reductions  in  funding  have  left 
it  less  effective  than  it  could  be,  and  the  proposed  budget  cut  threatens  its 
continuation.   I  am  asking  you  today,  on  behalf  of  millions  of  farmers  and 
their  families  across  the  United  States,  to  restore  the  funding  for  the  Market 
Promotion  Program  so  I  can  continue  to  develop  markets  for  my  crops  overseas. 

Thank  you. 
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USDA's  Market  Promotion  Program  (MPP)  has  been  a  tremendous  success  in  helping  U.S.  agriculture  —  including  Iowa 
farmers  and  ranchers,  their  associations,  cooperatives  and  related  businesses  —  compete  more  effectively  in  the 
international  marketplace.  As  a  cost-share  program  administered  by  I  SUA,  MPP  has  also  helped  counter  unfair  foreign 
trade  practices  and  encouraged  industry  self-help  efforts.  It  has  also  helped  increase  awareness  and  demand  among 
foreign  consumers  for  a  wide  range  of  U.S.  agricultural  commodities  and  products,  including  those  grown,  produced, 
and  processed  in  Iowa.  Among  the  highlights: 

■  In  China.  MPP  funds  helped  promote  a  show  publicizing  American  wool  -  leading  to  $600,000  in  US  exports  and 
the  opening  of  a  Hong  Kong  office 

■  In  Algeria.  MPP  funds  were  used  to  provide  technical  and  educational  assistance  to  refiners  -  leading  to  US 
soybean  oil  sales  of  60.000  metric  tons. 

■  In  Egypt,  MPP  funds  helped  convince  potential  buyers  of  the  quality  and  value  of  US  wheat  flour  -  leading  to 
contracts  for  427,000  metric  tons  of  flour  in  1993 

■  In  Brazil,  MPP  funds  helped  counter  subsidized  European  Community  Exports  of  barley  —  leading  to  US  export 
sales  of  14,000  metric  tons  —  the  first  such  sales  in  20  years. 

■  In  Russia,  MPP  funds  helped  provide  technical  and  related  assistance  leading  to  an  end  to  all  bans  on  Russian  beef 
imports  and  delaying  a  planned  ban  on  pork  imports  —  helping  preserve  a  major  potential  market  for  US  beef  and 
pork. 

By  helping  U.S.  and  Iowa  agriculture  compete  more  effectively  in  the  international  marketplace,  the  Market  Promotion 
Program  also  contributes  to  economic  growth,  jobs,  and  an  expanding  tax  base.  This  is  especially  important  for  the 
economic  well-being  of  Iowa  as  highlighted  below: 

■  Agriculture  is  a  major  Iowa  industry  With  102.000  farmers  and  ranchers,  its  annual  production  totals  over  $11 
billion  -  making  it  among  the  top  10  agricultural-producing  states  Iowa  agriculture  also  helps  generate  billions  of 
dollars  in  additional  economic  activity  as  well  as  an  expanded  tax  base 

■  Iowa  agriculture  helps  provide  jobs  for  over  280, 000  people  in  related  industries,  including  input  manufacturing, 
processing,  marketing  and  distribution  Nearly  1  out  of  5  jobs  in  Iowa  are  dependent  on  agriculture 

■  Iowa  agricultural  exports  total  over  $3. 5  billion.  Such  exports  alone  generate  over  $9  billion  in  economic  activity 
and  provide  over  96,000  export-related  jobs  Increasing  exports  not  only  help  boost  economic  activity,  but  add  to 
Iowa's  job  base  A  10%  increase  in  agricultural  exports,  for  example,  would  help  create  nearly  10.000  new  jobs 

Without  foreign  markets,  Iowa  agriculture  would  have  to  reduce  existing  production  capacity,  which  would  translate 
into  reduced  economic  activity,  fewer  jobs,  and  a  smaller  tax  base.  Therefore,  maintaining  the  Market  Promotion 
Program  (MPP),  which  helps  maintain,  develop,  and  expand  such  markets,  is  essential  not  only  to  the  continued 
economic  well-being  of  Iowa  agriculture,  but  the  overall  economy  of  Iowa  as  well.  It  is  also  necessary  to  fully  capitalize 
on  the  market  opportunities  that  exist  under  NAFTA  and  under  GATT. 


For  more  information  please  contact: 
Coalition  to  Promote  U.S.  Agricultural  Exports 

50  F  Street,  NW.  Suite  900.  Washington.  DC  20001 
202-626-8700 
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House  Agriculture  Sub—Committee  on  Appropriations 

March  22,  1994 


Mr.  Chairman,  distinguished  Members  of  the  Sub-Committee,  it  is  an  honor  to 
appear  before  you  today  to  discuss  the  importance  of  the  Market  Promotion 
Program  to  producers  of  corn,  sorghum,  and  barley  in  the  United  States. 

My  name  is  John  Whipple  and  I  am  a  corn  producer  from  Shenandoah,  Iowa.   I  am 
also  the  Chairman  of  the  U.S.  Feed  Grains  Council's  International  Government 
Affaire  Committee. 

As  a  farmer,  the  Market  Promotion  Program  is  important  to  me  because  it  helps 
to  develop  markets  overseas  for  my  crops.   Only  60  to  70  percent  of  my  annual 
production  is  sold  within  the  United  States.   This  means  that  I  need  to  find  a 
customer  in  another  country  for  one  out  of  every  three  acres  of  corn  that  I 
produce . 

I  do  not  have  the  personal  resources  or  the  expertise  necessary  to  develop 
demand  for  my  product  on  the  international  market.   Even  if  my  neighbors  and 
all  the  other  corn  producers  in  my  state  banded  together,  we  would  not  be  able 
to  carry-out  large  scale  programs  overseas.   International  market  development 
requires  a  nation-wide  combination  of  funding,  talents  and  other  resources 
that  is  only  possible  through  a  partnership  between  trade  associations  such  as 
the  U.S.  Feed  Grains  Council  and  the  U.S.  government.   This  partnership  ia 
made  possible  through  programs  such  as  the  Foreign  Market  Development  Program 
(FMD)  and  the  Market  Promotion  Program  (MPP). 

Building  Markets  for  America's  Grains 

Vienna.  Austria  Tokyo,  lapan  Kuala  Lumpur.  Malaysia  Belling.  PRC  Taipei   Taiwan 

Cairo.  Egypt  Seoul.  Korea  Mexico  Gry.  Mexico  Moscow.  Russia  Lonir.  Turkey 
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I  find  it  hard  to  believe  that  while  the  U.S.  government  is  working  hard  to 
eliminate  barriers  to  exports  of  agricultural  commodities  through  the  North 
American  Free  Trade  Agreement  and  the  Uruguay  Round,  the  U.S.  Congress  is 
considering  taking  away  the  very  tools  that  we  have  available  to  take 
advantage  of  those  market  openings.   If  overseas  customers  are  not  familiar 
with  our  commodities,  do  not  understand  how  the  U.S.  trading  system  works  and 
do  not  have  the  expertise  necessary  to  increase  their  demand  for  U.S.  grains, 
then  all  our  efforts  to  liberalize  world  trade  will  be  to  the  benefit  of  our 
competitors,  not  American  farmers. 

The  Market  Promotion  Program  allows  me  as  an  individual  farmer  to  combine  the 
dollars  that  I  deduct  from  my  grain  sales  through  my  state  check-off  program 
with  federal  dollars  to  reach  out  to  dairy  farmers  in  Morocco,  grain 
processors  in  Taiwan,  swine  producers  in  China  and  brewers  in  Mexico  to  show 
them  the  benefits  of  buying  my  product.   If  we  do  not  actively  pursue  new 
customers,  we  can  rest  assured  that  the  European  Community,  the  Australians, 
the  Canadians  and  the  Argentines  will  step  in  and  take  those  markets  away  from 
us. 

I  have  been  overseas  and  have  seen  the  dramatic  results  that  have  been  made 
possible  by  the  Market  Promotion  Program.   In  many  countries  around  the  world, 
the  U.S.  Feed  Grains  Council  and  other  agricultural  associations  are  working 
with  end-users  of  U.S.  grains  to  develop  new  markets  for  my  crops.   In  Japan 
we  are  working  with  wet  millers  to  develop  new  industrial  uses  for  corn  that 
include  biodegradable  plastics  and  ethanol.   In  Egypt,  we  have  provided  them 
with  the  equipment  and  training  for  grain  quality  laboratories  that  has 
resulted  in  a  major  reduction  in  the  number  of  grading  and  contract  disputes; 
thus,  we  have  increased  our  exports  to  that  important  market.   Throughout 
Spain  and  Portugal  the  MPP  Program  has  allowed  us  to  carry-out  feeding  trials 
for  corn  gluten  feed  with  the  dairy  sector  which  has  dramatically  increased 
their  imports. 
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I  find  it  hard  to  believe  that  while  the  U.S.  government  ia  working  hard  to 
eliminate  barriers  to  exports  of  agricultural  commodities  through  the  North 
American  Free  Trade  Agreement  and  the  Uruguay  Round,  the  U.S.  Congress  is 
considering  talcing  away  the  very  tools  that  we  have  available  to  take 
advantage  of  those  market  openings.   If  overseas  customers  are  not  familiar 
with  our  commodities,  do  not  understand  how  the  U.S.  trading  system  works  and 
do  not  have  the  expertise  necessary  to  increase  their  demand  for  U.S.  grains, 
then  all  our  efforts  to  liberalize  world  trade  will  be  to  the  benefit  of  our 
competitors,  not  American  farmers. 

The  Market  Promotion  Program  allows  me  as  an  individual  farmer  to  combine  the 
dollars  that  I  deduct  from  my  grain  sales  through  my  state  check-off  program 
with  federal  dollars  to  reach  out  to  dairy  farmers  in  Morocco,  grain 
processors  in  Taiwan,  swine  producers  in  China  and  brewers  in  Mexico  to  show 
them  the  benefits  of  buying  my  product.   If  we  do  not  actively  pursue  new 
customers,  we  can  rest  assured  that  the  European  Community,  the  Australians, 
the  Canadians  and  the  Argentines  will  step  in  and  take  those  markets  away  from 
us. 

I  have  been  overseas  and  have  seen  the  dramatic  results  that  have  been  made 
possible  by  the  Market  Promotion  Program.   In  many  countries  around  the  world, 
the  U.S.  Feed  Grains  Council  and  other  agricultural  associations  are  working 
with  end-users  of  U.S.  grains  to  develop  new  markets  for  my  crops.   In  Japan 
we  are  working  with  wet  millers  to  develop  new  industrial  uses  for  corn  that 
include  biodegradable  plastics  and  ethanol.   In  Egypt,  we  have  provided  them 
with  the  equipment  and  training  for  grain  quality  laboratories  that  has 
resulted  in  a  major  reduction  in  the  number  of  grading  and  contract  disputes; 
thus,  we  have  increased  our  exports  to  that  important  market.   Throughout 
Spain  and  Portugal  the  MPP  Program  has  allowed  us  to  carry-out  feeding  trials 
for  corn  gluten  feed  with  the  dairy  sector  which  has  dramatically  increased 
their  imports. 
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Another  successful  HPP  program  has  been  the  Market  Education  Program  to  teach 
grain  purchasers  around  the  world  the  advantages  of  buying  grains  from  the 
United  States.   A  part  of  this  effort  was  the  production  of  an  Importer  Manual 
that  has  been  translated  into  Spanish,  Arabic,  Chinese,  Russian,  and  French. 
This  manual  explains  the  U.S.  grain  marketing  system,  the  role  of  the  futures 
markets,  how  to  pay  for  and  finance  grain  imports  and  other  aspects  of 
purchasing  U.S.  commodities.   I  have  brought  along  a  copy  of  the  manual  for 
the  committee  to  review. 

I  have  no  doubts  that  the  MPP  program  has  resulted  in  increased  exports  of 
U.S.  corn,  sorghum,  barley  and  other  grains  to  numerous  new  and  expanding 
markets  around  the  world.   These  increased  exports  directly  translate  into 
increased  prices  for  my  crops  and  greater  income  for  all  U.S.  grain  producers. 
But  the  benefits  of  the  MPP  program  don't  stop  at  the  farm  gate. 

Every  one  dollar  increase  in  agricultural  exports  translates  into  another 
$1.50  in  economic  activity  in  my  community.   This  means  increased  jobs  in 
grain  handling  and  storage,  agricultural  input  dealers,  farm  machinery 
manufacturers,  and  many  other  agricultural  related  industries  throughout  Iowa. 
Iowa's  agricultural  exports  total  over  $3.5  billion.   Such  exports  alone 
generate  over  $9  billion  in  economic  activity  and  provide  over  96,000  export 
related  jobs.   A  10%  increase  in  agricultural  exports  would  help  create  nearly 
10,000  new  jobs  in  Iowa  alone. 

The  Market  Promotion  Program  can  insure  that  exports  increase  and  these  jobs 
are  created. 

Too  much  of  the  debate  over  the  merits  of  the  MPP  program  has  been  focused  on 
the  big  multinational  agribusinesses.   The  critics  of  the  program  are  only 
focussing  on  a  small  part  of  the  bigger  MPP  picture.   The  Market  Promotion 
Program  ultimately  benefits  small  U.S.  farmers  like  myself. 
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Whether  it  la  another  buehel  of  corn,  another  ton  of  corn  gluten  feed  or 
another  pound  of  beef  that  is  exported  as  a  result  of  the  market  development 
activities  made  possible  by  the  Market  Promotion  Program,   the-result  is  the 
same.   Demand  for  U.S.  agricultural  commodities  is  increased,   another  dollar 
finds  its  ways  to  the  farmer  and  that  money  is  spent  in  rural  communities  such 
as  Shenandoah,  Iowa. 

The  U.S.  government  keeps  telling  me  that  I  need  to  depend  more  on  the 
marketplace  for  my  income.   Fine,  I  am  willing  to  do  that,  but  it  takes  time 
and  money  to  develop  new  markets  for  my  corn.   I  applaud  the  efforts  of  this 
and  past  administrations  and  the  Congress  to  open  up  new  markets  for  my  grain 
overseas  through  the  NAFTA  and  the  Uruguay  Round. 

Now  that  this  is  accomplished,  don't  take  away  the  tools  such  as  the  Foreign 
Market  Development  Program  and  the  Market  Promotion  Program  that  axe  GATT 
legal  and  leave  me  and  other  U.S.  farmers  at  the  mercy  of  foreign  governments 
that  will  continue  to  aggressively  promote  the  export  of  their  own  farmer's 
production. 

The  Market  Promotion  Program  works,  but  past  reductions  in  funding  have  left 
it  less  effective  than  it  could  be,  and  the  proposed  budget  cut  threatens  its 
continuation.   I  am  asking  you  today,  on  behalf  of  millions  of  farmers  and 
their  families  across  the  United  States,  to  restore  the  funding  for  the  Market 
Promotion  Program  so  I  can  continue  to  develop  markets  for  my  crops  overseas. 

Thank  you. 
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Whether  it  1b  another  buehel  of  corn,  another  ton  of  corn  gluten  feed  or 
another  pound  of  beef  that  is  exported  as  a  result  of  the  market  development 
activities  made  possible  by  the  Market  Promotion  Program,   the  result  is  the 
same.   Demand  for  U.S.  agricultural  commodities  is  increased,   another  dollar 
finds  its  ways  to  the  farmer  and  that  money  is  spent  in  rural  communities  such 
as  Shenandoah,  Iowa. 

The  U.S.  government  keeps  telling  me  that  I  need  to  depend  more  on  the 
marketplace  for  my  income.   Fine,  I  am  willing  to  do  that,  but  it  takes  time 
and  money  to  develop  new  markets  for  my  corn.   I  applaud  the  efforts  of  this 
and  past  administrations  and  the  Congress  to  open  up  new  markets  for  my  grain 
overseas  through  the  NAFTA  and  the  Uruguay  Round. 

Now  that  this  is  accomplished,  don't  take  away  the  tools  such  as  the  Foreign 
Market  Development  Program  and  the  Market  Promotion  Program  that  are  GATT 
legal  and  leave  me  and  other  U.S.  farmers  at  the  mercy  of  foreign  governments 
that  will  continue  to  aggressively  promote  the  export  of  their  own  farmer's 
production. 

The  Market  Promotion  Program  works,  but  past  reductions  in  funding  have  left 
it  leas  effective  than  it  could  be,  and  the  proposed  budget  cut  threatens  its 
continuation.   I  am  asking  you  today,  on  behalf  of  millions  of  farmers  and 
their  families  across  the  United  States,  to  restore  the  funding  for  the  Market 
Promotion  Program  so  I  can  continue  to  develop  markets  for  my  crops  overseas. 

Thank  you. 
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Before  the  Subcommittee 

on  Agriculture,  Rural  Development, 

FDA  and  Related  Agencies 


Hearings  on 
Market  Promotion  Program 


Testimony  of  Mr.  Richard  Johnson 


Mr.  Chairman,  members  of  the  Committee,  it  is  a  real 
pleasure  to  be  here  with  you  this  morning.   My  name  is  Richard 
Johnson.   I  farm  lemons,  grapefruit  and  tangelos  on  230  acres  in 
Yuma,  Arizona.   It  is  a  pleasure  to  be  with  you  this  morning  to 
discuss  how  the  Market  Promotion  Program  benefits  farmers 
generally  and  how  it  assists  me  to  market  my  citrus  overseas. 

First,  a  note  about  my  farming.   As  you  know,  citrus  is 
a  tree  crop.   This  means  long-term  planning  is  essential.   It 
takes  approximately  five  years  to  bring  a  tree  into  commercial 
production.   The  tree  then  continues  to  produce  on  a  regular 
basis  requiring  long-term  planning.   The  crop  cannot  be  switched 
or  changed  based  on  yearly  market  conditions. 
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I  am  proud  to  say  that  I  own  Sunkist  Growers.   It  is  a 
farmer  owned  cooperative  owned  by  approximately  6,500  farmers. 
As  a  farmer  member,  I  along  with  the  other  members  operate  the 
cooperative  through  our  Board  of  Directors  which  we  elect 
annually.   It  is  important  to  understand  that  I  am  a  small 
businessman  just  as  are  most  of  the  other  members  of  Sunkist. 

As  a  cooperative,  Sunkist  is  a  non-profit  organization. 
All  returns  received  by  the  cooperative  are  returned  to  the 
farmers  including  myself. 

As  an  individual  citrus  grower  with  230  acres,  I  could 
not  participate  effectively  in  foreign  markets.   This  230  acres 
simply  would  not  provide  sufficient  volume  to  be  effective  in 
Japan,  Hong  Kong,  Canada  or  any  other  foreign  market.   It  is 
important  to  note  that  I  am  larger  than  many  of  the  average 
Sunkist  members.   Most  of  the  Sunkist  members'  groves  average 
only  4  0  acres.   In  order  to  be  effective  in  the  export  market, 
all  of  us  small  businessmen  must  join  together  in  the 
cooperative,  Sunkist. 

The  Market  Promotion  Program  helps  promote  my  citrus  in 
Japan  and  other  countries.   By  joining  together  in  the 
cooperative,  we  receive  our  fair  share  of  the  market  promotion 
funds.   These  funds  combined  on  behalf  of  each  of  the  6,500 
members  allow  us  to  market  effectively  world-wide.   The  Sunkist 
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name  is  the  leading  name  in  citrus  due  to  the  superior  quality 
citrus  I  and  my  fellow  growers  produce. 

The  reason  for  providing  you  with  this  detail  is  that 
there  are  those  who  would  like  to  see  myself  and  other  members  of 
cooperatives  excluded  from  the  Market  Promotion  Program.   These 
individuals  mistakenly  believe  that  if  I  would  leave  Sunkist  and 
participate  in  the  Market  Promotion  Program  by  myself  it  would  be 
more  effective.   This  is  ridiculous  and  would  provide  a  great 
waste  of  government  money. 

I  am  very  effective  in  selling  my  citrus  in  Japan  and 
other  foreign  markets  because  my  brand  is  recognized  world-wide. 
Without  the  specific  brand,  I  could  not  compete  as  effectively. 
Because  Sunkist  is  known  to  come  from  only  Arizona  and 
California,  the  brand  gives  a  great  deal  of  information.   This  is 
necessary  in  world  commerce. 

The  truth  is  that  there  are  no  unbranded  products  being 
sold  in  international  commerce.   Someone's  name  is  on  them  and 
that  name  constitutes  a  brand.   If  you  have  ever  stood  on  the 
docks  where  ships  are  being  loaded  to  export  destinations,  I  know 
you  have  seen  that  every  product  going  overseas  had  a  brand  on 
it.   Still,  there  are  those  that  would  eliminate  branded 
promotion  in  the  Market  Promotion  Program.   It  is  my  hope  that 
you  will  not  allow  this  happen. 
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I  have,  through  Sunkist,  contributed  an  amount  equal  to 
the  amount  of  MPP  funds  received  from  the  Department  of 
Agriculture.   That  is  to  say  that  for  every  one  dollar  provided 
by  the  Department  of  Agriculture,  my  cooperative  puts  up  one 
dollar  to  match  it.   This  one  dollar  comes  from,  of  course, 
myself  and  other  grower  members.   As  growers,  we  put  up  the 
maximum  amount  possible  to  promote  our  products  overseas.   The 
money  from  the  Market  Promotion  Program  adds  to  that  amount. 
Without  the  Market  Promotion  Program,  our  advertising 
expenditures  in  foreign  markets  would  be  reduced  by  the  amount  of 
MPP  funds  withheld  from  me. 

Exports  constitute  approximately  one-third  of  all 
sales  of  citrus  marketed  through  Sunkist.   A  loss  of  market 
promotion  funds  would  make  it  difficult  to  sustain  this  level  of 
exports.   Without  the  market  promotion  funds,  it  is  likely  that 
the  United  States  would  lose  through  a  loss  of  exports. 
Employees  would  lose  due  to  the  reduced  volume  of  exports.   These 
employees  include  not  only  Sunkist' s,  but  also  those  involved  in 
the  ports,  trucking  companies  and  shipping  lines. 

Our  internal  studies  in  Sunkist  document  that  sales  in 
countries  where  MPP  funds  are  used  are  substantially  greater  than 
in  countries  where  they  are  not  used.   In  my  mind,  this  clearly 
documents  the  benefit  derived  from  this  program.   The  program  has 
allowed  us  to  succeed  in  Japan  despite  repeated  efforts  to  hurt 
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our  exports  there  by  the  domestic  industry.   MPP  funds  have 
helped  us  to  capture  a  large  part  of  the  market  in  Hong  Kong. 
Similar  stories  can  be  told  throughout  the  Pacific  Rim  markets. 
My  partnership  with  the  Department  of  Agriculture  and  Sunkist  is 
a  very  successful  one. 

It  is  known  that  money  is  very  tight  even  for  the 
government.   This  program  is  an  excellent  use  of  my  tax  dollars. 
It  promotes  U.S.  products  overseas.   It  returns  more  to  the 
United  States  than  is  spent.   It  is  consistent  with  the  U.S. 
policy  of  promoting  exports.   I  urge  each  of  you  to  support  this 
program  and  fund  it  at  the  maximum  level  possible. 

Thank  you  Mr.  Chairman.   I  will  be  pleased  to  answer 
any  guestions  that  you  or  the  other  members  of  your  Committee  may 
have. 


March  22,  1994 
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Mr.  Chairman,  and  members  of  the  subcommittee.  We  appreciate  this 
opportunity  to  express  our  strongest  support  for  USDA's  Market  Promotion 
and  Foreign  Market  Development  Programs.  My  name  is  John  Hardin.  I  am 
a  pork  producer  from  Danville,  Indiana  and  I  am  currently  chairman-elect  of 
the  United  States  Meat  Export  Federation.  Accompanying  me  today  is  Phil 
Seng,  President  and  Chief  Executive  Officer  of  The  U.S.  Meat  Export 
Federation. 

We  are  also  here  today  to  speak  on  behalf  of  the  Meat  Industry  Trade  Policy 
Council  (MITPC)  which  represents  the  collective  trade  policy  interests  of 
the  United  States  red  meat  industry.  The  U.S.  Meat  Export  Federation  is 
joined  on  this  council  by  the  National  Cattlemen's  Association  (NCA),  the 
National  Pork  Producers  Council  (NPPC),  the  American  Sheep  Industry 
Association  (ASIA),  the  American  Farm  Bureau  Federation  (AFBF)  and  the 
American  Meat  Institute  (AMI). 

Like  much  of  agriculture,  we  find  ourselves  on  the  brink  of  what  is  truly  a 
new  era  in  foreign  trade.  With  the  passage  of  the  North  American  Free 
Trade  Agreement  (NAFTA)  and  the  first  ever  GATT  agreement  to  include 
agriculture,  producers  around  the  world  will  soon  have  unprecedented 
access  to  lucrative  markets  like  Japan,  Mexico,  Korea  and  the  European 
Union. 

In  this  new,  more  open  trade  environment,  export  opportunities  and  foreign 
competition  will  grow  exponentially  through  the  turn  of  the  century. 
Market  access,  however,  does  not  guarantee  market  share  or  export  sales. 
How  we  respond  as  a  nation  and  as  an  industry,  will  determine  how  much  of 
this  emerging  trade  will  benefit  American  producers  and  how  much  will 
accrue  to  our  foreign  counterparts. 

If  we  are  to  enjoy  the  fruits  of  our  labor  under  the  GATT  and  NAFTA,  the 
private  and  public  sectors  must  work  more  closely  together  than  ever 
before.  The  MPP  and  FMD  programs,  in  tandem  with  private-sector 
initiatives,  will  be  critical  to  this  country's  export  performance  in  1995  and 
beyond.    I  make  this  statement  from  personal  experience.    I  have  seen  these 


123 


programs  at  work  first  hand  in  major  markets  around  the  globe  and  am 
convinced  that  the  meat  industry's  success  in  international  trade  would  not 
have  been  possible  without  them. 

In  1993,  U.S.  meat  exports  topped  a  record  $3.0  billion,  up  192  percent 
since  the  U.S.  Meat  Export  Federation  first  received  TEA/MPP  funding  in 
1987.  In  the  six-year  period  prior  to  MPP,  it  is  interesting  to  note  that  U.S. 
meat  exports  increased  only  40  percent. 

The  most  encouraging  aspect  of  this  trade  picture  is  that  demand  for  safe, 
high-quality  meat  products  will  continue  to  rise  in  dramatic  proportions  in 
global  markets.  With  a  new  GATT  agreement  and  NAFTA  in  place,  realistic 
demand  scenarios  formulated  by  the  USMEF  put  annual  U.S.  meat  exports  at 
$7.6  billion  by  the  year  2001  ($1.8  billion  for  pork  and  $5.8  billion  for  beef) 
—two  and  one-half  times  what  they  are  today. 

To  achieve  this  level  of  exports,  however,  marketing  programs  must  be 
intensified  in  both  the  private  and  public  sectors.  It  is  ironic  that  USDA 
programs  for  developing  foreign  markets  are  being  curtailed  at  a  time  when 
countries  around  the  world  are  lowering  trade  barriers  under  the  GATT  and 
NAFTA  and  increasing  their  marketing  charge  in  international  markets. 
Both  the  MPP  and  FMD  programs  are  considered  "green  box"  programs 
and,  as  such,  are  GATT-legal. 

The  word  "partnership"  has  been  used  appropriately  to  describe  the  MPP 
and  FMD  programs  and  their  relationship  with  the  private  sector.  In  the 
case  of  the  meat  industry,  these  programs  have  enabled  the  U.S.  Meat 
Export  Federation  to  lead  the  meat  industry  into  new  markets;  to 
demonstrate  export  potential;  and  to  assist  the  private  sector  in  converting 
trade  prospects  into  export  sales.  This  USDA/private  sector  partnership 
spreads  the  cost  and  the  risk  of  fundamental  market  development  programs. 
As  importantly,  it  allows  the  country  to  share  in  the  significant  gains  which 
ripple  through  the  entire  U.S.  economy  as  exports  grow. 

Only  with  USDA  support  has  the  industry  been  able  to  qualify  new  markets 
with  long-term  potential  and  to  mobilize  the  resources  necessary  in  the 
private  sector  to  penetrate  foreign  markets  and  increase  market  share  for 
U.S.  agricultural  products.  Since  the  red  meat  industry  first  received 
TEA/MPP  funding  in  1987,  private-sector  funding  for  USMEF  foreign 
market  development  activities  has  increased  by  more  than  five  times  to  $9.1 
million  in  1993.  The  industry's  commitment  to  international  trade  has  been 
greatly  enhanced  through  its  partnership  with  USDA. 

It  is  important  to  note  as  well,  that  the  USMEF  designs  its  marketing 
programs  with  MPP  and  private  industry  dollars  to  attract  financial  support 
from  foreign  buyers  of  U.S.  meat  products.  Worldwide,  these  foreign  third- 
party  investments,  as  in  the  case  of  foreign  supermarkets  and  overseas 
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restaurants,  totaled  $10.2  million  in  1992  and  were  used  specifically  to 
leverage  taxpayer  dollars  and  promote  U.S.  red  meat  products  the  world 
over.  I  would  point  out  that  foreign  third-party  investments  in  1992  were 
equal  to  the  meat  industry's  total  MPP  allocation  this  past  year. 

Together,  these  three  fundamental  resources  for  developing  foreign  markets 
--USDA  export  programs,  foreign  third -party  investments,  and  the  U.S. 
industry--have  given  us  the  critical  mass  necessary  to  explore  new  trade 
opportunities,  to  develop  export  potential,  and  to  be  successful  in  foreign 
markets. 

Recent  budget  cuts  in  the  Market  Promotion  Program  have  had  a  significant 
impact  on  the  meat  industry's  ability  to  pursue  new  export  opportunities, 
such  as  those  surfacing  in  the  People's  Republic  of  China,  for  example.  More 
importantly,  it  has  diminished  our  ability  to  respond  effectively  to  more 
aggressive  competition  from  the  European  Union,  Australia  and  others  in 
key  markets.  Under  the  GATT,  export  subsidies  in  Europe  will  be  reduced, 
not  eliminated.  In  this  example,  the  USMEF  estimates  that  annual  export 
restitutions  for  Danish  pork  sales  to  Japan  are  in  excess  of  $50  million.  The 
USMEF  estimated  MPP  and  FMD  pork  budgets  in  Japan  totaled  $1.3  million 
inFY93. 

In  contrast,  the  entire  U.S.  meat  industry  received  $10.3  million  in  MPP 
funding  and  another  $2.0  million  in  FMD  funding  for  export  activities 
worldwide.  For  every  dollar  spent  through  USDA's  MPP  and  FMD  programs 
combined  in  1993,  the  United  States  sold  nearly  $250  in  value-added  meat 
products  to  foreign  consumers  around  the  world. 

As  I  indicated  earlier,  this  level  of  achievement  would  not  have  been  possible 
without  support  from  USDA's  MPP  and  FMD  programs.  Those  who  would 
argue  that  the  MPP  program  is  a  handout  for  large  U.S.  corporations  should 
understand  that  this  program  is  vital  to  those  of  us  who  make  our  living  on 
the  land.  Ninety-percent  of  the  U.S.  Meat  Export  Federation's  MPP 
allocation  is  for  generic  programs  which  benefit  the  entire  industry.  The 
other  10  percent  of  USMEF's  MPP  allocation  goes  to  qualified  companies 
that  actually  sell  what  we  produce  to  foreign  consumers.  This  "branded" 
component  of  the  program  also  benefits  the  entire  industry. 

In  1992,  U.S.  beef  exports  of  $2.5  billion  added  $70  per  head  to  the  value  of 
fed  cattle  in  this  country.  That  same  year,  U.S.  pork  exports,  including  pork 
variety  meats,  were  valued  at  $522  million  and  contributed  more  than  $6 
per  head  to  the  value  of  all  U.S.  hogs  at  market.  In  addition,  red  meat 
exports  resulted  in  $391  million  in  corn  and  soybean  consumption  as 
livestock  feed  to  produce  the  high-quality  animal  protein  necessary  to  meet 
growing  foreign  demand. 

This  is  certainly  good  news  for  American  producers.    But  the  benefits  don't 
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stop  here.  A  study  by  the  University  of  Northern  Colorado  that  will  be 
released  later  this  month  offers  ample  evidence  of  this  poiont.  According  to 
Dr.  John  Green,  who  spearheaded  die  project,  U.S.  red  meat  exports  of  $2.5 
billion  in  1991  (beef,  pork,  veal  and  lamb)  increased  total  industry  output  by 
$15.2  billion.  Among  other  measures,  the  study  found  that  meat  exports  of 
$2.5  billion  increased  total  employee  income*  (direct,  indirect  and  induced) 
by  nearly  $3.6  billion  and  generated  more  than  208,000  U.S.  jobs.  The  final 
report  is  now  being  prepared.  I  would  be  happy  to  forward  a  copy  of  the  full 
research  document  to  the  subcommittee  when  it  is  available. 

Despite  the  liberalizing  effects  of  the  North  American  Free  Trade  Agreement 
and  the  Uruguay  Round  of  the  GATT,  marketing  constraints  for  U.S. 
products  persist  in  foreign  markets  and  will  continue  to  do  so  for  many 
years  to  come.  USDA  export  programs  like  MPP  and  FMD,  coupled  with 
private  sector  initiatives,  are  imperative  if  we  are  to  ultimately  overcome 
these  trade  impediments.  Common  constraints  include  lack  of  product 
awareness,  negative  mispreceptions  about  product  quality  and  safety, 
unfamiliarity  with  product  handling  and  merchandising,  and  distribution 
systems  that  often  favor  one  supplier  or  product  over  another.  All  issues 
that  can  be  addressed  through  the  MPP  program. 

Further,  to  the  extent  that  funds  directed  toward  export  subsidies  may  no 
longer  be  utilized  for  such  purposes  under  the  GATT.  In  the  future,  we 
believe  they  should  be  made  available  and  utilized  for  those  programs  which 
are  specifically  allowed,  including  foreign  market  development,  market 
promotion,  and  other  related  export  and  food  assistance  programs  (such  as 
GSM  export  credit  guarantees,  P.L.  480,  and  The  Emergency  Food 
Assistance  Program). 

While  we  have  accomplished  a  great  deal  in  expanding  foreign  markets  for 
high-quality,  value-added  meat  products,  we  have  only  scratched  the  surface. 
Even  our  most  prominent  markets  like  Japan  and  Mexico  are  still  seriously 
underdeveloped  and  require  significant  attention  to  pave  the  way  for 
expanded  sales  of  U.S.  meat  products. 

In  Japan,  for  example,  we  would  point  out  that  the  variable  levy  system  for 
imported  pork  will  finally  be  lowered  under  the  GATT.  Japan  is  by  far  the 
largest  market  for  U.S.  pork  sales  abroad,  accounting  for  roughly  two-thirds 
of  all  pork  exports. 

We  are  pleased  to  report  that  the  industry's  long-term  information  campaign 
on  the  quality  and  safety  attributes  of  U.S.  pork  has  begun  to  pay  off  at  this 
critical  juncture.  This  full-scale,  country-wide  campaign  in  Japan  has  been 
sustained  with  MPP  and  producer  checkoff  dollars.  Activities  include 
seminars  for  retail  cooperatives  and  supermarkets,  advertorials  in  cooking 
magazines,  and  specially  designed  consumer  cooking  schools. 
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As  a  result  of  this  campaign,  retailers  have  finally  become  more  willing  to 
identify  U.S.  pork  in  their  meat  cases.  Over  1,500  retail  outlets  took  part  in 
USMEF's  American  pork  promotion  campaign  between  November  1992  and 
March  1993.  Even  though  pork  consumption  in  Japan  has  declined  overall, 
U.S.  pork  sales  are  up  and  the  U.S.  share  of  the  Japanese  imported  pork 
market  has  increased  from  9.9  percent  in  1991  to  15  percent  in  1993. 

The  fact  remains,  however,  that  Japanese  consumers  are  very  concerned 
about  the  safety  of  imported  foods.  Much  work  remains  in  this  most 
important  market  to  solidify  favorable  developments  in  attitutes  toward  U.S. 
pork  as  the  Japanese  market  opens  gradually  under  the  GATT. 

I  would  like  to  take  just  another  moment  to  cite  but  one  more  example  of 
how  USDA  and  the  private  sector  have  joined  resources  to  develop  foreign 
markets  on  behalf  of  the  entire  industry,  not  just  individual  companies.  The 
country  is  Mexico  and  the  product  is  U.S.  boxed  beef. 

Mexico  is  a  very  price  sensitive  market.  And  even  the  most  modern 
retailers  are  relatively  unsophisticated  in  product  merchandising, 
concentrating  instead  on  outdated  price  considerations  and  prefering  to  buy 
cheaper  carcass  and  bone-in  beef  over  boneless  boxed  beef  from  the  United 
States. 

In  response  to  this  challenge,  USMEF  used  MPP  and  producer  checkoff 
dollars  to  develop  an  innovative  series  of  seminars  to  demonstrate  the  profit 
opportunities  of  U.S.  boxed  beef  vs.  carcass  beef  from  Mexico  and  other 
supplying  countries.  These  groundbreaking  seminars  discussed  the 
handling  of  U.S.  boxed  beef  and  the  merchandising  of  specific  cuts  of  meat. 
They  also  featured  cutting  demonstrations  and  yield  calculations  and 
provided  a  platform  for  disseminating  special  software  for  Mexican  retailers 
to  calculate  the  profit  advantages  of  switching  to  U.S.  boxed  beef. 

The  introduction  of  this  single  program  to  Mexico  City  retailers  was 
responsible  for  the  first  ever  consistant  penetration  of  U.S.  beef  in  the 
Mexico  City  market  of  over  20  million  consumers  While  this  program  is  but 
one  step  in  developing  the  Mexican  market,  it  illustrates  the  type  of 
partnership  between  USDA  and  the  private  sector  that  has  proven  to  be  so 
effective  in  foreign  markets  around  the  world. 

Mr.  Chairman,  the  Meat  Industry  Trade  Policy  Council  and  the  industries  it 
represents,  wish  to  express  their  appreciation  and  support  to  you  and  your 
subcommittee  for  the  leadership  you  have  demonstrated  in  support  of  USDA 
export  programs.  We  are  deeply  concerned  about  the  President's  1995 
budget,  which  would  cut  an  additional  $25  million  from  the  MPP  program 
and  another  $10  million  from  the  FMD  program.  These  cuts  will  erode  our 
ability  to  capitalize  on  new  and  emerging  trade  opportunities  and  address 
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issues  that  are  industry-wide  in  nature,  such  as  questions  of  food  safety  and 
health.  These  are  issues  that  cannot  be  addressed  effectively  by  indivudual 
companies  or  in  a  short-term  manner.  They  speak  to  the  overall  fabric  and 
integrity  of  our  system  and  by  nature  require  a  very  broad,  long-term 
approach.  We  urge  your  support  in  restoring  the  MPP  and  FMD  budgets  to 
no  less  than  their  current  levels  in  the  FY94  budget. 

We  appreciate  this  opportunity  to  represent  the  meat  industry's  views  on 
this  important  matter  and  to  speak  out  as  a  pork  producer  from  Indiana  in 
support  of  these  valuable  export  programs. 

Thank  you. 

•Direct  income  effects  are  changes  associated  with  the  immediate  effects  of 
final  demand  (output)  changes  (export  sales  by  the  U.S.  packing  industry). 

Indirect  income  effects  are  production  changes  in  backward-linked 
industries  caused  by  the  changing  input  needs  of  directly  affected  industries. 

Induced  income  effects  are  the  changes  in  spending  patterns  (U.S.)  caused 
by  changes  in  employment.  Changes  in  employment  are  necessary  to 
produce  the  output  required  to  satisfy  the  direct  and  indirect  effects. 
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Thank  you  very  much,  Chairman  Durbin,  for  the  opportunity  to 
testify  today  on  the  U.S.  Department  of  Agriculture's  Market 
Promotion  Program  (MPP) .   I  am  testifying  on  behalf  of  the 
American  Forest  &  Paper  Association  and  the  entire  U.S.  solid 
wood  industry,  which  includes  more  than  twenty  trade  associations 
and  their  7,500  member  companies  who  benefit  from  the  various 
services  offered  by  the  Foreign  Agricultural  Service  (FAS) 
program  (see  Attachment  A) . 

The  American  Forest  &  Paper  Association  (AFPA) ,  of  which  my 
company  is  a  member,  represents  approximately  550  member 
companies  and  related  trade  associations  which  grow,  harvest,  and 
process  wood  and  wood  fiber,  manufacture  pulp,  paper  and 
paperboard  products  from  both  virgin  and  recovered  fiber,  and 
produce  solid  wood  products.   As  a  single  national  association, 
AFPA  represents  a  vital  national  industry  which  accounts  for  over 
7  percent  of  the  total  U.S.  manufacturing  output. 

The  industry  employs  some  1.4  million  people,  and  ranks 
among  the  top  10  manufacturing  employers  in  46  states,  with  an 
annual  labor  cost  of  about  $46  billion.   The  forest  and  paper 
products  industry  generates  sales  of  $200  billion  annually.   As  a 
significant  exporter  to  global  markets,  with  exports  of  nearly 
$17  billion  in  1993,  the  industry  makes  an  important  contribution 
to  the  U.S.  balance  of  payments. 
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I  am  a  long-standing  member  of  the  AF&PA,  past  Chairman  of 
the  American  Hardwood  Export  Council  (AHEC)  and  an  active  member 
of  other  forest  industry  organizations  for  many  years.   Both  the 
AF&PA  and  AHEC  currently  manage  significant  export  promotion 
programs  funded  through  the  FAS.   I  also  come  to  you  today  as  the 
President  of  Monticello  Hardwood,  Inc.   I  am  a  forester  by  trade 
and  have  spent  the  better  part  of  28  years  working  on  wood 
products  utilization,  manufacturing,  and  timberlands  management 
in  Southern  Mississippi  and  Louisiana.    Monticello  Hardwoods, 
Inc.,  of  which  I  am  President  and  General  Manager,  owns  five 
sawmills  in  Mississippi  located  in  Monticello,  Walnut  Grove, 
Louisville,  Bay  Spring,  and  Georgetown.    My  timber  suppliers  are 
farmers  who  depend  on  me  to  buy  their  timber  crops.   This  timber 
is  then  produced  into  products  such  as  lumber,  cross  ties,  and 
switch  ties.   Monticello  Hardwood,  Inc . ' s  five  mills  employ  a 
total  of  110  men  and  women  who  work  to  produce  both  domestic 
oriented  and  export  products.   Therefore,  my  testimony  comes  from 
through  my  experiences  in  the  hardwood  industry,  but  most  of  what 
I  have  to  say  can  be  applied  to  the  solid  wood  industry  as  a 
whole. 

EXECUTIVE  SUMMARY: 

The  eight  year  period  ending  in  1993,  during  which  the 
forest  products  industry  has  participated  in  the  Market  Promotion 
Program  (MPP)  and  the  Foreign  Market  Development  Program  (FMD) , 
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witnessed  dramatic  gains  in  overseas  sales,  more  than  doubling 
from  $3  billion  in  1985  to  $7.3  billion  in  1993. 

I 
The  FAS  programs  have  changed  traditional  overseas  buying 

habits,  helped  overcome  foreign  trade  barriers,  and  laid  the 

foundation  for  future  export  gains  in  new  markets  for  U.S.  wood 

products  in  a  broad  range  of  end  uses.   They  have  united  our 

industry  to  work  together  in  a  single  export  program,  which  in 

itself  is  a  very  unique  achievement. 

Why  has  all  this  happened?   Simply  because  the  programs 
work.   They  are  cost  effective.   They  incorporate  a  sophisticated 
management  system  which  includes  strategic  planning  and  program 
evaluation. 

While  it  is  always  difficult  to  isolate  the  direct  impact  of 
generic  promotion  activities  on  exports,  there  is  clear  evidence 
that  the  program  continues  to  have  a  unique  and  significant 
impact : 

o    FAS  programs  are  revenue  earners  for  our  country. 

Employment  gains  from  exports  have  brought  over  $300 
million  in  increased  annual  Federal  tax  revenues  from 
our  wood  industry  salaries  alone,  more  than  the  cost  of 
the  entire  MPP  and  FMD  program. 
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o    The  FAS  programs  have  helped  create  148,000  jobs: 
32,000  direct  industry  jobs,  and  another  116,000 
indirect  jobs.   (Based  on  Department  of  Commerce  and 
DRI  McGraw  Hill  statistics) 

o    The  FAS/industry  partnership  has  helped  hundreds  of 
small  mills  such  as  mine,  especially  in  the  South, 
Northeast  and  Middle  West,  stay  in  business. 

o    The  broad  based  market  promotion  programs  have  helped 
every  sector  of  the  wood  products  industry  promote  the 
full  range  of  U.S.  value  added  wood  products,  with 
value  added  exports  growing  form  47%  of  total  exports 
in  1982  to  63%  of  total  exports  in  1993. 

o    These  programs  have  allowed  our  industry  to  establish 
the  foundations  for  significant  future  export  gains. 

o    Cooperation  to  administer  the  FAS  program  has  united 
our  industry  and  made  it  an  effective  international 
competitor,  creating  enthusiasm  and  a  level  of 
commitment  to  export  never  seen  before. 

WHY  IS  THE  PROGRAM  A  SUCCESS? 
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The  U.S.  Department  of  Agriculture's  Foreign  Agricultural 
Service,  which  administers  the  Market  Promotion  Program  (MPP)  and 
the  Foreign  Market  Development  Program  (FMD) ,  is  mandated  to 
encourage  the  expansion  of  exports  of  U.S.  food  and  fiber 
products. 

Our  experience  with  the  FAS  program  has  been  successful 
first  and  foremost  because  of  our  partnership  with  the  FAS  staff 
in  Washington  and  posts  overseas.   This  partnership  allows  the 
public  and  private  sectors  to  specialize  and  perform  the  tasks 
most  appropriate  to  maximize  program  effectiveness.   This  close 
working  relationship  is  what  makes  the  FAS  program  unique  and  has 
allowed  our  industry  to  learn  and  grow  into  new  markets  around 
the  world.   The  analytical,  marketing,  trade  policy  and 
logistical  support  we  receive  on  a  regular  basis  from  FAS  has 
been  invaluable  to  our  industry,  which  is  primarily  composed  of 
small  to  medium  sized  companies.   We  rely  on  the  information  and 
trade  policy  reports  from  the  posts  and  from  the  analysis  of  the 
domestic  marketing  staff  when  formulating  and  carrying  out  our 
export  plans  each  year.   When  a  new  market  opportunity  presents 
itself,  it  is  often  the  overseas  post  who  is  the  first  to  alert 
us.   We  can  then  take  that  information  back  to  our  industry  to 
devise  a  strategy  for  promotion. 

FAS  also  helps  us  to  monitor  and  evaluate  our  gains.   We  are 
working  closely  with  the  analysis  staff  in  the  Forest  Products 
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Division  to  better  track  value-added  exports  and  exports  of  wood 
products  by  species.   This  analysis  has  helped  focus  the  export 
picture  more  clearly  on  value-added  gains,  the  most  rapidly 
growing  export  sector  in  the  wood  products  industry. 

The  forest  products  industry  export  programs  do  not  benefit 
individual  companies  directly,  but  rather  create  demand  overseas 
through  generic  promotion.   This  indirectly  helps  companies, 
especially  small  ones  like  mine,  that  would  otherwise  not 
participate  in  export  markets.    In  my  industry,  exports  of 
hardwoods  increased  from  $500  million  in  1985  to  close  to  $2 
billion  in  1993.   The  strong  and  growing  export  market  fueled  by 
the  FAS  generic  promotion  programs  have  helped  keep  the  hardwood 
industry  in  business  through  tough  domestic  recessionary  trends. 
Many  small  hardwood  companies  would  have  had  to  shut  down  had  it 
not  been  for  the  recent  significant  growth  in  our  export  markets. 
The  percentage  of  production  of  many  of  these  companies  that  have 
been  devoted  to  exports,  has  increased  by  sometimes  over  50%  and 
has  been  a  major  factor  in  helping  them  survive  economic  hard 
times. 

Furthermore,  these  are  not  giveaway  programs.   The  industry 
devotes  enormous  resources,  energy,  and  time  to  the  program  and 
the  MPP  enjoys  tremendous  support  within  the  U.S.  wood  products 
industry  (see  Attachment  A) .  Combined,  these  associations  and 
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companies  supporting  FAS  programs  represent  virtually  the  entire 
wood  products  industry. 

MPP  has  only  been  able  to  sustain  this  broad  level  of 
industry  support  for  one  reason:   OUR  PROGRAMS  WORK.   U.S.  wood 
products  companies  support  MPP  because  this  program  has  increased 
jobs,  improved  income  and  profitability,  and  helped  correct  trade 
imbalances.   By  conducting  generic  promotion  programs  through 
broad-based  non-profit  trade  associations,  markets  are  opening 
for  all  U.S.  manufacturers  --  large  and  small.   One  indication  of 
the  industry's  support  for  FAS  programs  is  the  financial 
commitment  the  wood  products  industry  has  made  to  the  program, 
devoting  over  $10  million  through  1992. 

FAS  marketing  programs  are  also  cost  effective:  during  the 
program's  past  eight  years,  for  every  $1  of  FAS  funds  spent, 
total  U.S.  value-added  wood  products  exports  increased  by  over 
$270. 

HOW  HAS  THE  PROGRAM  WORKED:   SUCCESS  STORIES 

MPP  has  allowed  the  U.S.  forest  products  industry, 
through  its  non-profit  trade  associations,  to  educate  foreign 
consumers  about  the  benefits  of  UiS.  finished  wood  products 
through  various  technical  publications,  trade  fairs,  educational 
seminars,  and  association  sponsored  trade  delegations.   MPP  has 
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provided  the  added  resources  to  conduct  such  programs  and  the 
results  are  paying  off.   The  hardwood  industry,  for  example,  has 
developed  three  main  trade  goals  which  guide  the  activities  they 
conduct  with  MPP  resources.   The  first  major  goal  is  to  continue 
to  raise  the  value  and  volume  of  U.S.  hardwood  product  exports  to 
the  world.   The  second  is  to  diversify  the  species,  grades  and 
products  being  exported  to  overseas  markets,  specifically 
focusing  promotion  on  lumber,  veneer,  plywood,  flooring, 
dimension  and  other  value  added  products.   The  third  is  to 
diversify  the  market  spread  to  ensure  the  long-term  stability  of 
U.S.  hardwood  exports  while  at  the  same  time  working  to  maintain 
markets  where  significant  gains  have  been  made  during  the  1980 's 
and  early  1990 's.   This  strategy  has  formed  the  basis  of  the 
hardwood  industry's  strategic  goals  which  has  in  turn  helped  to 
guide  individual  companies  in  their  long-term  planning  cycles. 
Let  me  give  you  just  a  few  industry-wide  examples: 

As  part  of  the  hardwood  industry's  overall  promotional 
efforts  in  Europe,  the  American  Hardwood  Export  Council  (AHEC) 
targeted  the  Italian  molding  and  furniture  industries,  which 
traditionally  use  ramin  and  other  tropical  hardwoods,  and  has 
begun  promoting  the  use  of  lesser-known  American  species  such  as 
tulipwood. 

The  AHEC  promotion  campaign  consisted  in  distribution  of  a 
"Tulipwood  Fact  Sheet"  in  Italian,  participation  twice  at  the 

8 


137 


ASFI  trade  show  in  Milan  (molding  and  millwork  trade  show) , 
publicity  with  "II  Legno"  journal,  trade  missions  to  the  U.S., 
trade  servicing  activities  by  the  AHEC-European  director,  and 
participation  at  an  annual  industry  conference  in  Trieste,  Italy 
for  the  last  four  years.   The  result  can  be  seen  in  U.S.  export 
statistics  for  1992,  which  show  Italy  as  the  largest  volume 
importer  of  American  sawn  lumber  in  Europe,  of  which  33%  was 
tulipwood.   The  success  of  this  campaign  centers  on  the  fact  that 
leading  Italian  timber  traders  are  now  stating  that  tulipwood  is 
not  a  substitute  for  tropical  species,  but  has  in  fact 
established  its  own  market  in  its  own  right.   Tulipwood  in 
commercial  volume  is  unique  to  the  United  States,  and  other 
markets  in  Europe  are  noting  this  development  with  increasing 
interest.   A  recent  AHEC  European  evaluation  confirms  that  non- 
traditional  export  species  such  as  tulipwood,  sapgum  and  red 
alder  now  account  for  38%  of  the  total  European  imports  from  the 
US,  up  from  18%  five  years  ago. 

In  addition,  the  MPP  has  helped  boost  British  demand  for 
U.S.  hardwoods.   In  1987,  the  American  Hardwood  Export  Council 
began  a  comprehensive  promotion  program  in  the  U.K.  utilizing  the 
MPP/TEA  program.   Consumers  and  other  end  users  were  shown  the 
benefits  of  U.S.  hardwood  products  through  seminars,  trade  shows, 
a  mobile  hardwood  exhibit,  specifiers  guides  and  other 
promotions.   As  a  result,  between  1986  and  1992,  U.S.  hardwood 
exports  to  the  U.K.  increased  142  percent,  from  $33  million  to 
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$80  million.  U.S.  hardwood  market  share  rose  from  8  percent  to  20 
percent  during  the  same  period.    Even  as  the  U.K.  was  mired  in 
deep  recession  throughout  the  early  1990' s  and  U.S.  volume 
exports  declined,  our  market  share  vis-a-vis  other  competing 
products  continued  to  increase. 

The  expanding  opportunities  for  U.S.  wood  product  exports  in 
Japan  provides  an  especially  clear  example  of  what  can  be 
accomplished  when  market  development  activities  and  trade  policy 
initiatives  are  coordinated  and  targeted  at  a  common  objective. 
What  is  especially  noteworthy  in  this  example  is  the 
interdependence  of  these  fundamental  FAS  functions. 

In  Japan  today,  there  are  90  3-story  wood-frame  apartment 
buildings  under  construction  or  soon  to  be  constructed  by  the 
private  sector.   Without  the  coordinated  FAS  market  development 
and  trade  policy  activities,  these  90  structures  would  not  exist. 
The  Ministry  of  Construction  of  Japan  predicts  that  the  number 
and  size  of  these  types  of  buildings  will  increase  at  a  faster 
rate  than  other  types  of  construction. 

In  1990,  the  United  States  and  Japan  concluded  an  Agreement 
with  the  objectives  of  increasing  market  access  and  wood 
utilization.   This  Agreement  was  a  culmination  of  the  1985  MOSS 
negotiations,  and  the  1990  Super  301  negotiations;   FAS  played  a 
key  role  in  both  of  these.  Gaining  the  increased  wood 
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utilization  involved  overcoming  Japan's  restrictive  building  code 
which  severely  restricted  wood  construction.   Japan's 
justification  for  these  restrictions  was  concerns  about  the 
safety  of  wood-frame  construction. 

The  Agreement  cleared  the  way  of  regulatory  obstacles,  but 
the  significant  progress  in  permitting  increased  wood  utilization 
is  primarily  the  result  of  five  years  of  technical  educational 
activities  focused  on  the  performance  of  modern  wood-frame 
structures  in  resisting  earthquake  forces  and  fire  spread.   These 
activities  were  carried  out  under  the  MPP  program.   The  target 
audience  for  these  activities  included  architects,  engineers, 
public  housing  officials  and  building  code  specialists.   One  of 
the  key  elements  was  the  construction  of  a  demonstration  project 
featuring  fire  and  earthquake  resistant  engineering.   The 
progress  achieved  in  the  1990  negotiations,  which  resulted  in  the 
revision  of  the  building  code  to  permit  large  wood-frame 
buildings,  would  not  have  been  possible  without  the  consensus  - 
so  important  in  Japan,  of  key  technical  and  code  officials  of  the 
safety  of  wood-frame  construction.   Since  the  signing  of  the 
Agreement,  the  industry's  FAS  market  development  activities  have 
focused  on  taking  advantage  of  the  export  opportunities  created. 

This  example  makes  clear  the  essential  relationship  between 
market  development  activities  and  trade  policy  initiatives  for 
strategic  planning.   It  also  demonstrates  that  when  these 
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activities  are  coordinated  and  targeted  at  a  common  objective  the 
results  are  greater  than  could  be  achieved  separately. 

The  real  trade  benefits  from  efforts  like  these  are 
just  at  the  point  of  realization  and  will  begin  to  generate 
significant  trade  increases  for  U.S.  wood  products.   The  true 
impact  of  these  promotion  programs  will  be  in  the  longer  term. 
The  partnership  with  FAS  remains  a  vital  part  of  the  industry's 
export  strategy.   Not  only  must  we  maintain  the  gains  of  the  late 
1980' s,  but  we  have  yet  to  reach  our  full  estimated  export 
potential  of  $8  to  $12  billion  annually  by  the  end  of  the  decade 

WHAT  WOULD  HAPPEN  WITHOUT  THE  MPP  PROGRAM? 

U.S.  agricultural  exports  have  grown  dramatically  with  the 
help  of  the  FAS  program.   Without  it  the  affects  of  reduced 
exports  would  be  devastating  to  the  rural  economies  which  it 
supports . 

The  wood  products  industry  has  identified  barriers  to  open 
market  access  for  U.S.  wood  products  in  countries  around  the 
world.   These  include  restrictive  import  policies,  high  tariffs, 
standards  and  certification  barriers,  export  subsidies,  quotas, 
and  unfair  ant i -competitive  practices.   Without  a  commitment  by 
the  U.S.  government  to  work  in  partnership  with  industry  to 
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overcome  these  constraints,  other  subsidized  product  sources 
would  prevail  in  the  international  market  place. 

The  MPP  program  has  helped  the  wood  products  industry:  1) 
identify  barriers  which  deny  U.S.  products  fair  competitive 
access;  and  2)  offset  these  barriers  through  increased  exports 
resulting  from  intensive  market  development,  education  of  target 
markets,  and  generic  promotional  campaigns.   Given  the  extreme 
degree  to  which  overseas  markets  are  protected,  this  effort  needs 
to  continue  so  that  the  U.S.  wood  industry  can  effectively 
compete  in  the  international  environment. 

WHAT  IMPACT  WOULD  A  REDUCTION  OF  FUNDING  HAVE  ON  THE  INDUSTRY? 

A  reduction  in  MPP  funding  would  have  a  far-reaching  negative 
effect.   Examples  include: 

o    the  closure  of  strategic  overseas  offices.   These  offices 
have  been  one  of  the  keys  to  significant  export  gains. 

o    reduced  programs.   U.S.  wood  product  companies  operate  on 

small  profit  margins.   Many  have  begun  exporting  because  of 
opportunities  created  by  MPP.   These  companies  could  not 
afford  the  costs  of  promotion  which  MPP  supports.   During 
the  programs  past  eight  years,  for  every  $1  of  FAS  funds 
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spent,  U.S.  value-added  wood  products  exports  increased  by 
$270. 

WHAT  IMMEDIATE  EFFECTS  WOULD  A  REDUCTION  IN  FUNDING  HAVE  ON  SMALL 
BUSINESS 

The  vast  majority  of  wood  products  producers  benefitting  from  the 
MPP  program  are  small  and  medium  sized  businesses.   These  would 
be  the  hardest  hit  in  the  wood  products  industry  by  a  reduction 
in  MPP  funding: 

o    The  wood  products  exporting  industry  creates  over  $7  billion 
dollars  of  direct  export  revenue.   Much  of  this  is  from 
small  business  --  farmers,  wood  lot  owners,  small  sawmills, 
and  so  forth.    The  MPP  program  has  been  successful  for 
these  businesses  helping  them  compete  more  effectively  in 
the  international  marketplace. 

o    The  ability  to  expand  into  export  markets  has  encouraged 

many  wood  product  companies  to  devote  more  resources  towards 
the  export  market,  in  some  cases  up  to  50%  of  their  annual 
sales.   This  increased  commitment  by  U.S.  companies  is  the 
direct  result  of  increased  export  opportunities  created 
under  MPP,   stimulating  the  U.S.  economy  with  stable  revenue 
through  increased  wood  products  production.   This  has 
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created  32,000  direct  jobs  since  1985,  and  another  116,000 
indirect  jobs,  a  total  of  nearly  150,000  jobs. 

o    It  is  difficult  to  estimate  how  many  jobs  would  be  lost  of 
MPP  were  terminated.   If  we  argue  conservatively  that  a 
third  of  the  new  jobs  were  created  by  MPP  generated  export 
opportunities,  that  would  be  50,000  lost  jobs. 

o    More  important,  this  program  would  not  be  replaced  by 

industry,  and  the  jobs  would  be  permanently  lost.   Since 
most  small  wood  products  businesses  operate  on  a  5%  profit 
margin  or  less,  they  do  not  have  the  money  to  conduct  the 
intensive  market  promotion  and  maintenance  in  markets  which 
the  MPP  program  has  been  able  to  create. 

o    Maintenance  of  wood  products  promotion  in  overseas  markets 
is  critical  to  successful  marketing  and  strategic  planning 
for  future  market  share  increases.   In  the  case  of  wood 
products,  it  takes  an  initial  five  years  to  capitalize  on 
investments.   Market  share  can  easily  be  lost  to  competitors 
who  take  advantage  of  demand  created  through  the  MPP 
program  to  cash-in  on  U.S.  market  share  once  U.S.  industry 
is  absent  from  the  market . 
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WHAT  WOULD  HAPPEN  IF  WE  DID  NOT  HAVE  EXPORT  GROWTH? 

The  total  production  of  lumber  in  the  U.S.  in  1992  was  40.8 
billion  bf,  an  increase  of  2.3  percent  over  1991.   Of  that 
amount,  the  U.S.  wood  products  industry  exports  approximately  12% 
to  foreign  markets.   A  reduction  in  funding  for  the  MPP  program 
would  result  in: 

o    A  direct  negative  effect  not  only  on  exports,  but  on  the 
domestic  market.    The  result  would  be  over  capacity, 
reduced  prices,  job  losses,  reduced  profitability,  and 
depressed  output. 

o    Decreased  exports  which  would  devastate  the  rural 

agricultural  community  which  support  this  production. 

MPP  INCREASES  VALUE-ADDED  EXPORTS 

The  MPP  program  has  helped  the  U.S.  industry  increase  exports  of 
manufactured  U.S.  wood  products.   In  the  past  eleven  years, 
value-added  exports  have  grown  from  47%  of  total  exports  in  1982, 
to  63%  of  the  total  in  1993.   The  growth  in  market  share  for 
value-added  products  could  be  threatened  if  aggressive  U.S. 
efforts  are  not  maintained  and  the  opportunities  for  new  emerging 
markets  are  not  developed. 
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CONCLUSION 

The  MPP  program  is  a  model  of  how  the  best  talents  of 
government  and  the  private  sector  can  work  together  to 
effectively  compete  in  the  international  environment.   These 
programs  should  not  only  be  supported,  but  expanded  and 
duplicated  in  other  areas  of  government. 

On  behalf  of  our  industry  I  would  like  to  thank  you,  Mr. 
Chairman,  and  your  fellow  committee  members,  for  your  strong 
support  of  the  FAS  Market  Promotion  Program  and,  through  these 
hearings,  your  commitment  to  listen  and  work  with  us  to  continue 
to  make  these  programs  effective. 
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Attachment  A 


LIST  OF  WOOD  PRODUCTS  INDUSTRY  COMPANIES  AND 
ASSOCIATIONS  WHICH  SUPPORT 
FOREIGN  AGRICULTURAL  SERVICE  (FAS)  PROGRAMS 


Associations  representing  the  wood  products  industry  with  a 
combined  representation  of  over  7,500  companies  with  operations 
in  all  50  states  support  FAS  programs: 


Association  Support 

American  Forest  &  Paper  Association 

American  Hardwood  Export  Council 

American  Ins.  of  Timber  Construction 

American  Plywood  Assn. 

American  Walnut  Manufacturers  Assn. 

Appalachian  Hardwood  Manufacturers 

Fine  Hardwood  Veneer  Assn. 

Hardwood  Manufacturers  Assn. 

Hardwood  Plywood  Manufacturers  Assn. 

Lake  States  Lumber  Assn. 

National  Dimension  Manufacturers  Assn. 

National  Hardwood  Lumber  Assn. 

National  Wood,  Window  and  Door  Assn. 

Northeastern  Forest  Resource  Alliance 

Northeastern  Loggers'  Assn. 

Penn-York  Lumberman's  Club 

Southern  Forest  Products  Assn. 

Southeastern  Lumber  Manuf.  Assn. 

Walnut  Council 

Western  Wood  Products  Assn. 

Wood  Moulding  &  Millwork  Producers  Assn. 


Humber  of  Members 
550 

80 
427 

53 

13 
169 

34 

115 

163 

200 

120 

1200 

141 

4 

2343 

261 

198 

510 

650 

225 

110 

TOTAL      7566 


Partial  List  of  Company  Support 

Abenaki  Timber  Corp. 

Anderson-Tully  Co. 

Augusta  Logging  Exporters,  Inc. 

Averitt  Lumber  Co. 

Baillie  Lumber  Co. ,  Inc. 

Blaney  Hardwoods 

Boise-Cascade 

Bradford  Forest  Products 

Cardinal  Trading,  Ltd. 

Cedar  Shake  &  Shingle  Bureau 

Coastal  Lumber 

Cole  Hardwood  Inc. 


W.Springfield 

NH 

Memphis 

TN 

Staunton 

VA 

Clarksville 

TN 

Hamburg 

NY 

Barlow 

OH 

Boise 

ID 

Bradford 

PA 

Portland 

OR 

Bellevue 

WA 

Weldon 

NC 

Logansport 

IN 
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Contact  Lumber 

David  R.  Webb  Co. ,  Inc. 

Emerson  Phares  Lumber  Co. 

Fitzpatrick  &  Weller,  Inc. 

Freeman  Corp.,  The 

Friedman  Hardwoods 

Georgia-Pacific 

Germain  Timber  Co. 

Gutchess  International  Inc. 

Hanafee  Bros.  Sawmill  Co.  Inc. 

Hancock  Lumber 

Hoosier  Timber 

Inter forest  Corp. 

International  Paper 

International  Veneer  Co.  Inc. 

J.M.  Jones  Lbr.  Co.  Inc. 

J.W.  Jones  Lumber  Co. 

Kitchen  Brothers  Mfg.  Co. 

Louisiana  Pacific 

Matson  Wood  Products 

Michigan-California  Lumber 

Midwest  Lumber  &  Dimension  Inc. 

Monadnock  Forest  Products,  Inc. 

Monticello  Hardwood,  Inc. 

Neff  Lumber  Mills,  Inc. 

Nicolet  Hardwoods 

Norstam  Veneers  Inc. 

Northland  Forest  Products 

North  Pacific  International 

North  Pacific  Lumber  Co. 

O'Shea  Lumber  Co. 

Owens  Forest  Products 

PFS  Corp. 

P.W.  Plumly 

Pierson-Hollowell  Co. 

Plum  Creek  Timber  Co. 

Pope  &  Talbot 

Prime  Lumber  Co. 

R.C.  Services 

Rajala  Companies 

Schmid  Lumber  Co.  Inc. 

Shannon  Lumber  International 

Snavely  Forest  Products  Inc. 

South-Central  Timber  Development 

Stimson  Lumber 

T  &  S  Hardwoods 

Taylor  Lumber,  Inc. 

Taylor-Ramsey  Corp. 

TECO 

Tex-O-Cal  Hardwoods,  Inc. 

Timber  Products  Co. 

Tradewest  Hardwood  Co. 

Tradewinds  International,  Inc. 

USA  Woods  International 


Portland 

OR 

Edinburgh 

IN 

Elkin 

WV 

Ellicottville 

NY 

Winchester 

KY 

Columbus 

OH 

Atlanta 

GA 

Pittsburgh 

PA 

Cortland 

NY 

Troy 

TN 

Casco 

ME 

Indianapolis 

IN 

Durham,  Ontari 

O 

New  York 

NY 

South  Hill 

VA 

Natchez 

MS 

Elizabeth  City 

NC 

Hazlehurst 

MS 

Portland 

OR 

Brookeville 

PA 

Camino 

CA 

Floyd  Knobs 

IN 

Jaf frey 

NH 

Monticello 

MS 

Broadway 

VA 

Laona 

WI 

Mauckport 

IN 

Kingston 

NH 

Portland 

OR 

Portland 

OR 

Glen  Rock 

PA 

Duluth 

MN 

Madison 

WI 

Winchester 

VA 

Lawrenceburg 

IN 

Seattle 

WA 

Portland 

OR 

Thomasville 

NC 

Philadelphia 

PA 

Deer  River 

MN 

Indianapolis 

IN 

Memphis 

TN 

Pittsburgh 

PA 

Anchorage 

AL 

Portland 

OR 

Milledgeville 

GA 

McDermott 

OH 

Lynchburg 

VA 

Madison 

WI 

Temple 

TX 

Medford 

OR 

Long  Beach 

CA 

Savannah 

GA 

Memphis 

TN 
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W.M.  Cramer  Lumber  Co. 
Walter  H.  Weaber  Sons  Inc. 
Webb  Export  Corp. 
Webster  Industries  Inc. 
Weyerhaueser 
Whitson  Lumber  Co. 
Willamette  Industries  Inc. 
World  Wood  Co. 


Hickory 

NC 

Lebanon 

PA 

Edinburgh 

IN 

Bangor 

WI 

Tacoma 

WA 

Nashville 

TN 

Albany 

OR 

Cove  City 

NC 
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STATEMENTS  FOR  THE  RECORD 


Mr.  Durbin.  A  number  of  individuals  and  organizations  have 
sent  the  Committee  statements  or  letters  regarding  the  Market 
Promotion  Program  and  requested  that  they  be  made  a  part  of  the 
Committee's  record.  We  will  insert  those  statements  and  letters  at 
this  point  in  the  record. 

[The  statements  follow:! 


150 


Governor  Pete  Wilson 

March  18,  1994 


The  Honorable  Richard  J.  Durbin 

Chairman 

Appropriations  Subcommittee  on  Agriculture, 

Rural  Development,  FDA,  and  Related 

Agencies 
United  States  House  of  Representatives 
Washington,  D.C.   20515 

Dear  Mr.  Chairman: 

During  my  tenure  in  the  U.S.  Senate,  I  authored  legislation, 
along  with  former  Representative  Leon  Panetta,  creating  the 
Targeted  Export  Assistance  (TEA)  program  at  the  U.S.  Department 
of  Agriculture. 

This  program,  now  called  the  Market  Promotion  Program  (MPP) 
has  proven  highly  effective  in  helping  American  agriculture  — 
particularly  California  specialty  crop  farmers  —  overcome  unfair 
trade  barriers  and  gain  increased  market  access  overseas.   The 
federal  funding  assistance  offered  by  this  program  is  crucial  in 
helping  these  U.S.  commodities. 

In  addition,  federal  resources  have  reaped  a  huge  return  in 
export  sales,  increased  revenue  for  American  producers,  expanded 
employment  and,  in  turn,  increased  income  tax  revenue  for  state 
and  U.S.  treasuries. 

Since  the  MPP  program  was  implemented,  however,  the 
eligibility  for  participation  and  the  objective  of  helping  to 
offset  unfair  treatment  in  foreign  markets  was  somehow  blurred. 
The  program  then  evolved  into  a  general  market  promotion  effort 
for  all  applicants,  and  legitimate  criticisms  were  raised  by  some 
in  Congress  and  the  media.   Fortunately,  last  year,  Congress 
reacted  responsibly  with  reforms  in  the  Budget  Reconciliation  Act 
that  returned  the  program  to  its  original  intent:   remedying 
unfair  trade  practices. 

Now,  the  MPP  deserves  your  support  and  funding  as  authorized 
at  $110  million  in  FY  '95.   While  this  is  a  significantly  reduced 
funding  level  from  previous  years,  it  will  recognize  and 
accommodate  the  need  for  spending  constraints  while  still 
maintaining  a  vital  and  effective  program  for  American 
agriculture  exports. 


c^-a-i-c.  r«Dnr»  •  Sacramento.  California  95814 
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The  Honorable  Richard  J.  Durbin 
March  18,  1994 
Page  Two 

With  the  help  of  MPP  assistance,  for  example,  California 
wine  exports  grew  by  $150  million  since  1986  —  that's  a  return 
of  $9.7  3  in  export  sales  for  each  dollar  of  MPP  help.   The  number 
of  export-oriented  wineries  increased  from  36  to  135  despite 
continued  unfair  trade  practices  of  foreign  government  subsidies 
to  competitors.   California  medium  grain  rice  growers  established 
their  largest  market  in  Turkey. 

California  avocado  producers  employed  an  intense  promotional 
effort  made  possible  by  MPP  assistance  to  double  exports  to 
Japan,  shipping  5  million  pounds  in  1992.  California  table  grape 
exports  increased  217  percent,  a  total  of  $575  million  —  a  40  to 
1  return  on  MPP  funding.  Dramatic  California  raisin  exports 
showed  that  for  every  $1  of  MPP  assistance,  $5.60  can  be  returned 
to  the  U.S.  economy. 

With  the  help  of  MPP,  California  doubled  its  Middle  East 
market  for  cling  peaches  and  fruit  cocktail;  California  kiwi 
tripled  its  Taiwan  market;  California  pistachios  realized  a  20 
percent  increase  in  Taiwan  sales;  California  prunes  showed  a  37 
percent  gain  in  Finland;  and  our  pear  exports  to  Mexico  grew  255 
percent,  generating  $9  million  in  revenue  —  that's  a  $27  to  $1 
return  on  MPP  funds  invested. 

These  are  only  a  few  of  the  success  stories  that  make  MPP  an 
important  and  cost  effective  program  for  California  exports.   As 
a  result  of  this  program,  thousands  of  our  state's  farmers, 
vintners,  citrus  growers  and  related  industries  benefit  in  real 
economic  terms  —  new  and  better  jobs,  reduced  trade  deficits,  a 
stronger  state  economy  and  increased  tax  revenue  to  address  our 
public  needs. 

I  urge  your  support  for  full  funding  of  the  Market  Promotion 
Program  in  the  FY  '95  Agriculture  Appropriations  bill. 

Sincerely, 


P^zThJ^ 


PETE  WILSON 
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STATEMENT  OF  THE 

U.S.  APPLE  EXPORT  COUNCIL 

INTERNATIONAL  APPLE  INSTITUTE 

to  the 

Subcommittee  on  Agriculture,  Rural  Development, 

FDA,  And  Related  Agencies 

Committee  on  Appropriations 

U.S.  House  of  Representatives 


The  following  comments  are  submitted  on  behalf  of  the  U.S.  Apple 
Export  Council  of  the  International  Apple  Institute  (the  Council) 
in  relation  to  the  Agriculture,  Rural  Development,  FDA,  and 
Related  Agencies  Subcommittee  of  the  House  Appropriations 
Committee's  (Subcommittee's)  hearing  on  the  U.S.  Department  of 
Agriculture's  Market  Promotion  Program  (MPP) .   The  Council  urges 
full  funding  for  the  MPP  program  for  fiscal  year  1995  at  the  1995 
authorized  level  of  $110  million  and  discourages  substantive 
changes  to  the  statutory  or  regulatory  requirements  of  the 
program  beyond  those  just  recently  implemented  pursuant  to  this 
past  year's  Budget  Reconciliation  Act.   This  program  is  critical 
to  the  ability  of  the  country's  many  small  apple  growers  to 
export.   Results  to  date  underline  its  positive  benefits.   During 
this  first  year,  apple  exports  to  the  United  Kingdom  grew  26 
percent  as  compared  to  last  year. 

The  International  Apple  Institute  is  a  non-profit  trade 
association  representing  all  segments  of  the  apple  industry, 
including  nearly  9,000  growers  in  37  states,  as  well  as  many 
companies  in  allied  industries. 

The  U.S.  Apple  Export  Council  was  formed  just  a  year  ago  to 
initiate  a  multi-state,  generic  apple  export  promotion  effort  for 
the  first  time  under  the  Market  Promotion  Program  (MPP) .   All 
promotional  activities  are  being  undertaken  on  a  generic  basis  to 
promote  "U.S.  apples".   Grower  organizations  from  twelve  states 
joined  forces  this  year  to  support  an  aggressive  and  unified 
export  campaign.   Without  the  support  of  MPP  funding,  the  apple 
industry  alone  could  not  undertake  such  a  promotional  effort. 

The  Council  is  open  to  all  U.S.  apple  producing  states  interested 
in  working  together  to  expand  exports  through  generic 
international  marketing  activities.   The  twelve  states  working 
together  for  the  first  time  to  expand  fresh  "U.S.  apple"  exports 
include:   California,  Colorado,  Connecticut,  Idaho,  Maine, 
Massachusetts,  Michigan,  New  Hampshire,  New  York,  Pennsylvania, 
Vermont  and  Virginia.   We  anticipate  that  the  apple  industry  in 
Utah  and  possibly  Oregon  will  also  join  in  this  export  promotion 
effort . 

The  MPP  program  has  allowed  the  Council  to  effectively  work 
together  for  the  first  time  to  initiate  generic  marketing 
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activities  to  expand  fresh  apple  exports.   MPP  funding  has 
enabled  U.S.  apple  growers  to  combine  limited  industry 
promotional  dollars  with  government  monies  r.n  undertake  these 
export  promotional  activities  to  combat  international 
competition,  much  of  which  is  subsidized  by  other  apple  exporting 
countries . 

Without  the  assistance  of  the  MPP  program,  U.S.  apple  growers  in 
participating  states  would  be  unable  to  undertake  any  meaningful 
export  promotional  activities  to  meet  this  international 
competition . 

U.S.  apples  face  stiff  competition  in  Europe  and  most  other 
international  markets  from  foreign  suppliers  who  are  subsidized 
by  their  governments  as  well  as  being  protected  from  imports  by 
unfair  government  import  policies. 

Apple  growers  in  the  countries  of  the  European  Union  (EU)  are 
major  beneficiaries  of  unfair  government  policies  which  restrict 
our  export  potential  within  Europe,  as  well  as  hindering  our 
exports  to  many  other  export  markets  worldwide.   The  EU  maintains 
a  system  of  domestic  subsidies  and  a  GATT- illegal  intervention 
system  which  allows  producers  to  sell  surplus  apples  to  their 
governments  at  profitable  prices.   The  EU  also  maintains  a 
reference  price  system  that  imposes  a  minimum  import  price  on 
foreign  suppliers  to  further  protect  their  apple  producers.   The 
impact  of  these  domestic  policies  is  to  encourage  greater  and 
greater  apple  production,  without  regard  for  real  world  supply- 
demand  factors,  which  not  only  severely  hinders  our  apple  exports 
to  BU  countries,  but  also  results  in  our  growers  losing 
additional  export  sales  due  to  unfair  EU  export  subsidies  that 
dump  excess  production  on  our  other  foreign  export  markets. 
TheBe  unfair  government  policies  which  restrict  our  exports  to 
Europe  and  also  force  our  growers  to  compete  with  subsidized  EU 
apple  exports  in  other  markets  around  the  world  explains  the 
anomaly  of  Prance  being  the  world's  largest  apple  exporter,  with 
exports  30  percent  greater  than  total  U.S.  apple  trade,  in  spite 
of  the  fact  that  U.S.  apple  production  is  2-1/2  times  greater 
than  the  French  crop. 

MPP  funding  greatly  assists  U.S.  growers  to  combat  this  unfair 
competition  from  EU  countries,  both  within  their  own  domestic 
markets  and  in  other  important  foreign  markets  by  making  it 
possible  for  U.S.  apple  exporters  to  promote  the  high  quality  and 
unique  varieties  of  U.S.  apples  and  to  generate  consumer  and 
trade  interest  for  our  product . 

In  addition,  all  major  apple  exporting  countries  have  government- 
funded  generic  apple  export  promotion  programs,  similar  to  MPP, 
which  help  their  producers  increase  export  sales .   Though  exact 
funding  levels  are  unknown,  these  export  promotion  budgets  of  our 
competitors  are  known  to  be  at  much  higher  levels  than  the  MPP 
monies  available  to  the  Council's  apple  growers.   Last  year,  for 
example,  the  EU  instituted  a  $14  million  marketing  fund  to  assist 
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apple  producers  in  its  twelve  mumb ui  countries  greatly  inrro.inft 
promotional  efforts.   Other  major  apple  exporting  countries,  like 
South  Africa,  Chile,  New  Zealand  and  Canada,  also  have 
substantial  export  promotion  budgets  funded  in  large  part  by 
their  governments. 

In  the  United  Kingdom  (UK)  market,  the  second  largest  export 
market  for  the  Council,  market  promotion  budgets  available  to 
apple  growers  in  the  UK,  France,  New  Zealand  and  South  Africa, 
are  each  at  least  50  percent  greater  than  the  Council's  total 
worldwide  MPP  export  promotion  budget  for  all  markets. 

In  spite  of  all  these  obstacles  hindering  our  exports  to  the 
important  UK  market,  the  Council  has  been  able  to  conduct  a 
strong  promotional  campaign  using  MPP  funds  to  meet  this  severe 
competition.   We  have  done  this  by  educating  consumers  to  the 
superior  quality  and  different  varieties  of  U.S.  apples  and  by 
creating  opportunities  for  UK  importers  and  retailers.   Though  we 
still  have  several  months  remaining  in  the  first  year  of  our 
promotional  efforts,  we  have  already  exceeded  last  year's  export 
volume  to  this  market  and  currently  project  that  our  exports  will 
reach  l  million  cartons,  up  26  percent  from  the  1992/93  season, 
in  terms  of  the  value  of  this  additional  export  business,  we  will 
generate  about  $2.3  million  more  in  export  sales  to  the  UK  market 
than  last  year- -a  return  of  almost  $4  for  every  $l  spent  in  MPP 
funds.    Without  the  tremendous  benefit  of  MPP  funding,  we  most 
certainly  would  have  suffered  a  decline  in  export  sales  to  this 
vital  export  market. 

This  additional  export  business  not  only  helps  our  thousands  of 
apple  producers  stay  in  business,  but  also  has  ramifications  far 
beyond  our  orchards.   Increased  export  sales  not  only  mean 
additional  job  opportunities  within  our  industry,  but  alao  lead 
to  more  business  for  allied  industries  that  directly  benefit  from 
these  increased  sales.  This  multiplier  effect  results  in 
increased  business  opportunities  for  companies  that  supply 
production  inputs  and  farm  equipment  to  our  growers,  as  well  as 
construction  and  computer  companies  that  help  our  packers  in 
building  state-of-the-art  packing  houses  to  increase  efficiencies 
and  offer  even  higher  quality  produce  to  ever  more  demanding 
foreign  buyers  and  consumers.   Paper  and  packaging  companies  also 
can  sell  more  boxes  to  our  shippers,  and  transportation  companies 
in  all  sectors  (rail,  barge,  trucking,  container  companies,  and 
ocean  shipping  lines)  benefit  from  increased  business,  too.   Port 
authorities  all  along  both  the  east  and  west  coasts  of  the  U.S. 
also  benefit  from  increased  apple  exports.   Although  a  formal 
study  of  the  economic  impact  of  the  apple  industry's  increased 
export  activity  on  these  allied  industries  has  not  been 
undertaken,  it  is  realistic  to  estimate  that  the  impact  on  the 
U.S.  economy  is  in  the  hundreds  of  millions  of  dollars. 

The  U.S.  Apple  Export  Council  strongly  urges  that  MPP  funding  be 
maintained  at  no  less  than  the  $110  million  authorized  for  FY 
1995.   In  fact,  we  believe  that  the  $100  million  that  has  already 
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been  cut  from  export  promotion  programs  over  the  past  two  years 
makes  it  extremely  difficult  for  new  groups  like  ours  to  receive 
sufficient  funding  to  combat  international  competition,  much  of 
which  is  subsidized  by  foreign  governments.   The  number  of  U.S. 
industry  participants  in  these  programs  has  increased 
tremendously  since  the  inception  of  the  Targeted  Export 
Assistance  (tea)  program  in  1986.   This  much  larger  number  of 
participants  is  certainly  an  indicator  of  the  benefits  of  these 
programs,  not  to  mention  the  significant  export  increases  that 
have  been  generated,  but  calls  into  question  the  overall 
viability  of  such  a  successful  program  that  is  faced  with 
declining  budget  levels  and  increased  needs  of  the  U.S. 
agricultural  community  to  expand  (or  even  maintain)  exports  in 
the  face  of  tremendous  international  competition. 

Using  the  Council  as  an  example,  we  are  using  MPP  funds  this  year 
to  conduct  promotional  activities  in  six  export  markets- -United 
Kingdom,  Taiwan,  Mexico,  Norway,  Sweden  and  Finland.   In  our 
application  and  strategic  plan  for  FY  1994,  we  have  requested  MPP 
funding  for  two  additional  promising  export  markets,  Venezuela 
and  Hong  Kong.   However,  we  are  faced  with  the  likely  possibility 
that  our  MPP  funding  for  next  year  will  be  even  looo  than  thie 
year's  due  to  the  32  percent  cutback  in  the  MPP  appropriation 
level.   We  will,  therefore,  most  probably  have  to  reduce  the 
level  of  our  promotional  activity  in  our  current  markets,  which 
has  already  proven  to  lead  to  increased  export  sales,  and  fund 
new  activities  in  new  export  markets  at  much  less  than  optimal 
levels.   This  situation  will  become  even  more  problematic  in  the 
future  as  we  seek  out  new  export  markets  if  the  current 
philosophy  of  continually  reducing  MPP  appropriation  levels  is 
not  reversed. 

Since  the  intent  of  the  MPP  program  is  to  combat  unfair  trade 
practices,  open  new  markets  and  increase  export  sales,  drastic 
reductions  in  appropriation  levels  will  not  achieve  these  noble 
goals.   In  fact,  the  opposite  will  happen  with  competing 
countries  continuing  to  give  greater  support  to  their  exports, 
taking  away  markets  and  export  sales  that  have  been  achieved  by 
U.S.  producers  through  hard  work  and  innovative  marketing 
strategies  made  possible  by  the  TEA  and  MPP  programs. 

World  apple  production  is  expected  to  continue  to  increase 
throughout  the  remainder  of  this  decade,  further  intensifying  a 
very  severe  competitive  environment  for  export  markets. 
Fortunately,  we  anticipate  that  world  demand  for  apples  will  also 
increase  as  less  developed  countries  continue  to  develop 
economically  and  incomes  rise,  and  major  world  trade  agreements 
like  NAFTA  and  the  Uruguay  Round  are  fully  implemented.   U.S. 
apple  producers  can  benefit  tremendously  from  this  anticipated 
increase  in  world  trade  if  given  the  opportunity  and  the  ability 
to  counter  the  unfair  trading  practices  and  government -supported 
marketing  activities  of  our  competitors. 

In  fact,  we  estimate  that  our  apple  exports  to  just  the  eight 
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foreign  markets  mentioned  above  can  increase  by  12  6  percent  to 
$90  million  (an  additional  $50  million  in  new  export  sales)  by 
the  end  of  FY  1996,  if  we  can  continue  to  receive  sufficient  MPP 
funding  to  realize  this  potential.   Additional  new  export  market 
opportunities,  of  course,  can  further  increase  this  impressive 
export  growth  potential .   Reduced  MPP  funding  levels  will  result 
in  this  potential  being  realized  by  our  foreign  competitors,  as 
well  as  an  almost  certain  erosion  in  current  export  levels,  again 
to  the  benefit  of  our  competitors. 

To  again  emphasize,  the  thousands  of  apple  growers  in  the  twelve, 
and  soon  to  be  fourteen,  states  are  new  participants  to  the  MPP 
program.   Almost  all  of  these  growers  are  small  business  entities 
that  could  nor.  be  involved  in  export  promotion  at  all  without  the 
benefit  of  this  program,  and  certainly  could  not  compete  against 
the  treasuries  of  the  foreign  governments  of  other  apple 
exporting  countries.   MPP  has  made  it  possible  to  combine  the 
resources  of  those  individual  growers  under  the  umbrella  of  the 
Council  to  fund  a  strong  export  program.   With  the  private 
sector/government  partnership  embodied  by  the  MPP  program,  U.S. 
apple  growers  can  expand  exports  generating  additional  jobs  and 
expanded  economic  growth  throughout  numerous  sectors  that  will 
also  directly  benefit  from  increased  export  sales. 

On  a  final  note,  we  would  discourage  any  additional  reforms  to 
MPP  statutory  language,  or  MPP  regulations,  at  least  until 
changes  implemented  this  year  as  a  result  of  the  Budget 
Reconciliation  Act  and  the  Appropriation  Committee's  report  have 
been  fully  implemented.   Our  industry  believes  that  these  new 
changes  will  satisfactorily  address  all  Congressional  concerns 
relating  to  generic  programs  and  graduation,  small  entity 
priority  and  other  concerns  related  to  the  branded  program. 

The  U.S.  Apple  Export  Council  would  like  to  thank  the 
Subcommittee  for  the  opportunity  to  express  our  concerns  on 
appropriation  levels  for  the  MPP  program,  and  to  comment-  on  the 
tremendous  benefits  of  this  program  to  our  apple  growers  and 
allied  industries.   We  urge  that  our  comments  be  incorporated 
into  recommendations  made  by  this  Subcommittee  on  funding  for  the 
fiscal  year  1995  MPP  program. 
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INTERNATIONAL  APPLE  INSTITUTE 
U.S.  APPLE  EXPORT  COUNCIL 


John  L.  Rice,  Chairman 

Rice  Fruit  Company 

P.O.  Box  66 

Gardners,  Pennsylvania  17324-0066 

Tel.  (717)  677-8131/Fax  677-9842 

Charles  M.  (Chuck)  Andola 

United  Apple  Sales,  Inc. 

185  South  Street 

Highland,  New  York  12S28 

Tel.  (914)  883-6287/Fax  883-6393 

Mark  J.  Arney 

Michigan  Apple  Committee 

13 105  Schavey  Road,  Suite  5 

DeWitt,  Michigan  48820 

Tel.  (517)  669-8353/Fax  669-9506 

Harold  Braman 

Kropf  Fruit  Company 

12025  Four  Mile  Road 

Lowell,  Michigan  49331 

Tel.  (616)  897-9216/Fax  897-8066 

Harold  Broughton 

Hi-Quality  Packing,  Inc. 

Second  &  Silver  Streets 

Delta,  Colorado  81416 

Tel.  (303)  874-4478/Fax  874-9525 

Henry  M.  Chiles 

Crown  Orchard  Company 

Box  299 

Batesville,  Virginia  22924 

Tel.  (804)  823-4405/Fax  823-2507 

Michael  V.  Durando 

Western  New  York  Apple  Growers  Assn. 

P.O.  Box  350 

Fishers,  New  York   14453 

Tel.  (716)  924-2171/Fax  924-1629 


Clayton  Griffin 

Virginia  State  Apple  Board 

P.O.  Box  718 

Stauton,  Virginia  24401 

Tel.  (703)  332-7790/Fax  332-7792 

Steven  F.  Justis 

Vermont  Apple  Marketing  Board 

120  State  Street 

Montpelier,  Vermont  05620-2901 

Tel.  (802)  828-2500/Fax  828-2361 

Kenton  E.  Kidd 

California  Apple  Association 

1941  N.  Gateway  Boulevard,  Suite  102 

Fresno,  California  93727 

Tel.  (209)  456-0900/Fax  456-0125 

George  L.  Nagle 

New  York  &  New  England  Apple  Inst.,  Inc. 

32  Char  Drive 

Westfield,  Massachusetts  01085 

Tel.  (413)  568-2331/Fax  562-7564 

Edward  J.  (Ned)  O'Neill,  III 

Joseph  P.  Sullivan  &  Company 

P.O.  Box  449 

Ayer,  Massachusetts  01432 

Tel.  (508)  772-3321/Fax  772-7809 

Maurice  W.  (Sandy)  Sanders,  Jr. 

Sands  Orchards  Inc. 

2950  E.  12th  Street 

Emmett,  Idaho  83617 

Tel.  (208)  365-2440/5502/Fax  365-3986 


December  1993 
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California  Raisin  Advisory  Board 


March  28,  1994 


The  Honorable  Richard  J.  Durbin 
129  Cannon  House  Office  Building 
Washington.  DC.  20515-1320 

Dear  Mr.  Durbin: 

You  may  recall  that  when  we  visited  your  office  last  October,  we  presented  you  with 
information,  tables  and  graphs  that  showed  how,  for  every  dollar  of  federal  marketing  support  our 
industry  has  received,  over  five  times  that  amount  has  been  directly  generated  and  returned  to  the 
United  States  economy  -  in  export  revenue  alone. 

Now,  as  a  means  of  determining  the  impact  the  California  Raisin  Industry  has  on  support 
businesses  in  the  United  States,  we  have  conducted  a  survey  of  businesses  which  directly  benefit  from 
our  exports.  We  have  asked  these  firms  to  contact  their  congressional  representatives  to  make  known 
the  significant  benefits  derived  from  working  with  the  California  raisin  industry. 

Over  100  organizations  and  businesses  in  California  directly  profit  from  our  increased  exports 
resulting  from  MPP  funds.  These  large  and  small  businesses  deal  with  members  of  our  industry  on  a 
day  to  day  basis,  whether  it  be  in  shipping,  trucking,  supplying  packaging  material,  supplying 
machinery  parts,  agricultural  production  products,  services,  etc. 

The  affect  on  the  local  economy  is  great  and,  in  fact,  is  higher  than  we  even  imagined.   The 
top  43  companies  were  inspired  to  respond  with  letters,  and  the  names  of  these  companies  are 
enclosed.  A  total  of  $34.6  million  was  estimated  by  these  companies  and  organizations  as  the 
approximate  amount  of  business  they  conduct  annually  with  the  raisin  industry.   Indeed,  this  kind  of 
revenue  generated  has  a  large  "ripple  affect"  on  the  economy  and  should  be  considered  when 
examining  the  results  of  MPP  funding  and  our  export  marketing  program's  success. 

The  letters  were  very  supportive  as  the  comments  from  these  5  representative  samples 
indicate: 

"...Raisin  business  was  the  basis  for  building  our  facility  in  Sanger  at  a  total  cost  of  $25  million, 
providing  construction  jobs  for  the  area  for  some  6  months  during  the  building  phase.   With 
that  beginning  we  now  employ  100  full  time  employees  on  a  year  round  basis,  create  jobs  for 
7  truck  drivers  for  our  contract  carrier,  and  generate  a  substantial  payroll  which  aids  the 
economy..." 

"...The  transportation  of  raisins  shipped  overseas  makes  up  60%  of  our  annual  revenue. 
Monetarily  this  would  amount  to  about  $1,600,000.  We  employ  between  23  to  25  employees. 
So.  as  you  can  see.  any  reduction  in  the  raisin  industry  would  have  a  severe  impact  on  our 
business  and  the  businesses  which  rely  on  us..." 

"...For  1993,  [we]  had  approximate  sales  of  $1.1  million  to  the  California  raisin  industry.  This 
annual  dollar  amount  is  reflective  of  a  market  year  with  below-normal  pricing.  We  want  to  offer 
complete  support  of  the  California  raisin  industry..." 


3445  North  Fint  Street  •  Fresno,  CA  93726 
Telephone  (209)  224-7010  •  FAX  (209)  224-7016 
Mailing  Address:  P.O.  Box  5335,  Fresno,  California  93755 
UNOER  THE  AUTHOHTY  Of  THE  DIRECTOR  Of  FOOD  AND  AGRICULTURE.  STATE  Of  CALIFORMA 
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Mr.  Richard  J   Durbin 
March  28,  1994 
Page  2 

"...For  a  period  of  two  to  three  months  each  year  we  will  receive  about  $83,000  or  plus  for  the 
hauling  and  handling  of  raisins.   This  will  give  two  to  three  truck  drivers  a  job  for  this  period  of 
the  year.   We  benefit  from  this  ourselves  as  it  gives  us  an  additional  income.    Plus  our 
suppliers  of  fuel  and  oil,  tires,  tire  repairs,  truck  and  trailer  repair,  part  suppliers  benefit  from 
our  handling  and  hauling  of  California  Raisins.   As  you  can  see  from  our  involvement  in  the 
California  Raisin  Industry,  which  has  been  mutually  profitable  for  raisin  growers  and  packers, 
plus  the  many  suppliers  and  myself,  this  truly  has  a  large  'ripple  affect'  to  all  companies  (direct 
or  indirectly)  involved  with  the  California  Raisin  Industry..." 

"...We  are  pleased  to  support  your  efforts  to  increase  overseas  sales  of  California  raisins. 
During  calendar  year  1993,  our  Fresno  plant  enjoyed  net  sales  totaling  $1,581  million  providing 
corrugated  packaging  to  the  raisin  industry..." 

As  you  can  see  our  industry  impacts  many  businesses  in  California,  which  in  turn  impact  many 
others,  and  thus  the  entire  economy.   When  this  is  looked  at.  together  with  the  impact  our  industry  has 
on  the  United  States  balance  of  trade  and  the  return  our  total  exports  bring  to  the  US.  economy,  we 
hope  you  will  agree  continued  investment  in  the  MPP  program  to  help  build  and  maintain  overseas 
markets  is  efficient,  essential,  and  well  in  the  interest  of  the  Federal  Government. 

Sincerely, 


Clyde  E~Nef 
General  Manager 


Enclosure 
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California  Port  Facilities: 

Port  of  Oakland 
World  Port  of  Los  Angeles 
Port  of  San  Francisco 
Port  of  Long  Beach 

Trucking  Companies: 

Semper  Truck  Lines,  Fresno,  CA 
Schafer  Ranch,  Madera,  CA 
Simonian  Trucking  Company,  Fresno,  CA 
English  Trucking  Company,  Fresno,  CA 

Freight  Forwarders  and  Shippers: 

J.E.  Lowden  &  Co.,  San  Francisco,  CA 
Mrtrans  Corporation,  San  Mateo,  CA 
Nippon  Express  U.S.A.,  Inc.,  Portland,  OR 
Harper  Robinson  Company,  San  Francisco,  CA 
DSR-Senator  Lines,  San  Francisco,  CA 
Evergreen  America  Corp.,  San  Francisco,  CA 
Maersk  Inc.,  San  Francisco,  CA 
P&O  Container  Lines,  San  Francisco,  CA 
OOCL,  Long  Beach,  CA 

Machinery/Machinery  Service 
Companies: 

Valley  Welding  of  Fresno,  Fresno,  CA 
Hyster  Sales  Company,  San  Francisco.  CA 
Markor  Marking  Systems,  Inc.,  Fresno,  CA 
Allied  Electric,  Fresno,  CA 
King  Bearing,  Inc.,  Fresno,  CA 
Pape  Group,  Eugene,  OR 
Salwasser  Manufacturing,  Reedley,  CA 
Triangle  Package  Machinery  Co.,  Chicago,  IL 

Suppliers  of  Container  Fiber, 
Packaging  Material  and  Bins: 

Calpine  Container  Inc.,  Modesto,  CA 
Markem  Corporation,  Richardson,  TX 
Williamette  Industries,  Sanger,  CA 
Container  Corporation  of  America,  Irvine,  CA 
Weyerhauser,  Modesto,  CA 
Georgia  Pacific  Corporation,  Madera,  CA 
Packaging  Industries  Inc.,  San  Leandro,  CA 
Zellerbach,  Fresno,  CA 


Suppliers  of  Miscellaneous  Goods 
and  Services  to  the  Raisin  Industry: 

Van  Waters  &  Rogers  Inc.,  San  Francisco,  CA 

Johnstone  Supply,  Fresno,  CA 

Van  Den  Bergh  Foods  Co.,  Joliet,  IL 

Spreckles  Sugar,  Pleasanton,  CA 

C&H  Sugar  Company,  Emeryville,  CA 

Helena  Chemical  Company,  Fresno,  CA 

Economy  Stock  Feed  Company.  Del  Rey,  CA 

Suburban  Propane,  Fresno,  CA 

Schafer  Metal  Stake,  Madera,  CA 

Intl.  Brotherhood  of  Elec.  Workers.  Fresno,  CA 
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BEFORE  THE 

HOUSE  SUBCOMMITTEE  ON  AGRICULTURE, 

RURAL  DEVELOPMENT,  FDA  AND  RELATED  AGENCDIS 

OF  THE  HOUSE  APPROPRIATIONS  COMMITTEE 


HEARING  ON  THE 
U.S.  DEPARTMENT  OF  AGRICULTURE'S 
MARKET  PROMOTION  PROGRAM  (MPP) 


STATEMENT  OF  THE  CALIFORNIA  RAISIN  ADVISORY  BOARD 


I.  Introduction. 

The  following  comments  are  submitted  on  behalf  of  the  California  Raisin  Advisory 
Board  (CALRAB)  in  support  of  full  funding  of  the  U.S.  Department  of  Agriculture's 
(USDA's)  Market  Promotion  Program  (MPP)  for  fiscal  year  1995. 

CALRAB  is  a  non-profit  trade  organization  operating  under  both  a  state  and  federal 
marketing  order.    CALRAB  represents  all  of  California's  producers  and  processors  of  raisins 
including  approximately  5,000  growers  and  19  processors.    Virtually  all  of  the  nation's  raisin 
production  is  found  in  California.    As  the  industry  representative,  CALRAB  is  principally 
responsible  for  assisting  its  member  producers  and  processors  in  promoting  U.S.  raisin  sales 
both  domestically  and  in  export  markets. 

These  comments  are  submitted  in  support  of  continued  maximum  funding  for  the 
MPP  program  at  no  less  than  $1 10  million  for  fiscal  year  1995.   CALRAB  has  been  a 
participant  in  the  MPP  program,  and  its  predecessor  the  Targeted  Export  Assistance  Program 
("TEA"),  since  1985.   As  one  of  the  first  recipients  of  TEA  and  MPP  funding,  CALRAB's 
experiences  provide  an  historical  record  of  just  how  effectively  the  program  has  worked  to 
help  increase  U.S.  exports  of  agricultural  products  and  to  counter  unfair  trade  practices  that 
historically  have  worked  to  restrict  access  to  export  markets  for  U.S.  raisins. 

CALRAB  has  undertaken  both  generic  and  branded  promotions  with  MPP  monies  and 
thus  has  significant  experience  with  program  requirements  for  both  generic  and  branded 
promotions.    CALRAB  believes  that  changes  implemented  only  this  year  as  a  result  of  the 
Omnibus  Budget  Reconciliation  Act  of  1993  and  the  Appropriation  Committee's  report  fully 
address  concerns  raised  about  the  program's  efficiency  and  productivity  by  some  in  the 
Congress.    Furthermore,  the  full  effect  of  these  changes  cannot  be  realized  until  adequate 

-  1  - 


162 


time  is  allowed  for  their  full  implementation.   Given  this,  CALRAB  urges  this  Subcommittee 
to  resist  any  attempts  to  propose  new  program  changes  in  fiscal  year  1995. 


II.        The  MPP  Program  Cost-Effectively  Promotes  Exports  of  High- Value  U.S. 

Agricultural  Products,  Including  Raisins.  Congress  Should  Appropriate  No  Less 
than  the  Maximum  Authorized  Amount  of  $110  Million  for  the  MPP  Program  in 
FY  1995. 

CALRAB's  experience  with  the  MPP  program  reveals  an  extremely  cost-effective  and 
results-oriented  program.    For  each  $1  of  MPP  funds  expended  to  develop  and  maintain  U.S. 
raisin  markets  abroad,  $5  in  increased  raisin  exports  has  resulted.    As  this  shows, 
tremendous  gains  in  foreign  market  penetration  and  consumer  awareness  have  occurred  with 
the  assistance  of  MPP  monies.    A  sampling  of  the  success  of  CALRAB's  promotional 
activities  made  possible  by  MPP  funding  is  described  in  Part  IV  below. 

The  ability  to  sustain  a  significant  market  presence  abroad  and  to  be  competitive  in 
export  markets  is  critical  to  the  viability  of  the  U.S.  raisin  industry.    Faced  with  annual 
supply  availability  far  exceeding  U.S.  domestic  market  needs,  California  raisin  producers 
rely  on  export  outlets  to  sell  a  significant  portion  of  their  raisin  crop.   Without  these  export 
markets,  raisin  growers  and  processors  would  be  forced  to  sell  even  larger  volumes  to  low- 
discount  domestic  outlets  and  U.S.  government  purchase  programs  where  traditionally  prices 
are  well  below  prevailing  market  prices. 

Making  inroads  into  export  markets  has  been  difficult,  however,  largely  because  U.S. 
raisins  face  stiff  competition  from  low-cost  foreign  suppliers,  many  of  which  are  able  to  sell 
at  unsustainably  low  prices  because  of  government  subsidies.   This  is  particularly  true  in  the 
member  states  of  the  European  Union  (EU)  where  EU  subsidy  programs  fund  Greek  raisin 
producers  and  an  EU  minimum  import  price  is  intended  to  restrict  access  into  the  EU  for 
higher  quality  U.S.  raisins.    In  Turkey,  another  significant  world  producer  of  raisins,  the 
Turkish  government  increased  its  producer  support  from  6,200  Turkish  lira  in  1992  to  9,500 
Turkish  lira  in  1993  -  representing  a  full  53%  rise  in  price  support. 

The  effect  of  these  subsidies  has  been  to  increase  competition  in  all  major  export 
outlets.    Competition  for  the  limited  export  markets  is  intense  since  all  of  the  other  raisin 
producing  countries  (save  Australia  and  South  America)  look  to  export  markets  as  the  outlet 
for  approximately  85%  of  their  crop. 

To  sustain  and  to  build  upon  the  tremendous  inroads  made  by  U.S.  raisin  exporters  in 
foreign  markets,  it  is  critical  that  Congress  preserve  the  MPP  program  at  a  funding  level  that 
allows  for  meaningful  resources  to  be  allocated  to  MPP  programs  currently  in  place.    At  a 
minimum,  this  requires  funding  of  no  less  than  the  authorized  $1 10  million  for  fiscal  year 
1995. 

The  program  has  already  been  slashed  by  one-half  over  a  recent  two-year  period  - 
from  $200  million  in  1992  to  $100  million  in  1994.   It  is  anticipated  that  the  drastic 
reduction  in  funding  for  1994  will  mean  program  cuts  for  CALRAB  and  other  successful 
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MPP  participants  that  are  sure  to  result  in  tangible  negatives  to  the  program's  effectiveness. 
To  restore  program  effectiveness,  funding  for  1995  should  be  at  no  less  than  the  authorized 
$110  million.   The  domestic  raisin  industry  in  particular  and  U.S.  agriculture  in  general 
needs  the  MPP  program  at  its  fully  authorized  funding  level  to  compete  successfully  in 
today's  global  marketplace. 


III.       Congress  Should  Refrain  From  Calling  for  Further  Statutory  and  Regulatory 
Changes  to  the  MPP  Program  Beyond  Those  Enacted  Just  Last  Year. 

USDA  has  recently  instituted  strengthened  management  controls,  documentation 
requirements  and  other  reforms  designed  to  enhance  the  integrity  of  the  MPP  program. 
These  and  other  statutory  changes  called  for  by  the  Omnibus  Budget  Reconciliation  Act  of 
1993  were  made  to  address  concerns  raised  internally  by  the  Department  and  by  Congress 
with  the  operation  of  the  program.    Henceforth,  funding  will  now  be  provided  only  to  combat 
unfair  trade  practices.    Priority  funding  for  brand  promotions  will  be  directed  to  small 
businesses.    Branded  programs  will  be  graduated  from  specific  markets  after  a  certain 
number  of  years.    Program  participants  must  certify  that  any  MPP  monies  received  will 
supplement  and  not  take  the  place  of  any  private  monies.    Independent  audits  of  program 
activities  may  more  routinely  be  required. 

These  reforms  significantly  add  to  UDSA's  oversight  of  the  program  and  clearly 
require  that  participants  be  accountable  for  well-managed  and  result-oriented  programs.    As 
such,  these  changes  fully  address  any  inadequacies  of  the  program  such  that  additional 
reforms  are  not  needed.    Moreover,  since  the  reforms  apply  for  the  first  time  to  the  1994 
MPP  program  and  program  allocations  have  yet  to  be  announced,  there  has  been  no  real 
opportunity  to  test  the  effectiveness  of  these  new  reforms.    Until  this  can  be  done  and  the 
changes  evaluated  for  effectiveness,  Congress  should  refrain  from  entertaining  further 
program  changes. 


IV.       CALRAB's  MPP  Program  Produces  Results. 

CALRAB  has  extensive  experience  in  promoting  U.S.  raisins  overseas,  assisting  the 
California  raisin  industry  in  developing  foreign  markets  since  1955.    Since  CALRAB  first 
received  TEA/MPP  monies  in  1985  to  assist  in  boosting  U.S.  raisin  exports,  shipments  have 
increased  by  nearly  45  percent  from  73,555  metric  tons  in  1985/86  to  the  1992/93  level  of 
105,934  metric  tons.    CALRAB  has  in  the  past  or  will  this  year  conduct  MPP-assisted 
promotional  activities  in  seventeen  markets:    Belgium,  China,  Denmark,  Finland,  Germany, 
Hong  Kong,  Hungary,  Japan,  Korea,  the  Netherlands,  Norway,  Poland,  Russia,  Singapore, 
Sweden,  Taiwan  and  the  United  Kingdom. 

Today,  CALRAB's  export  marketing  department  has  five  full-time  employees  and 
CALRAB  operates  9  overseas  offices  with  a  combined  staff  of  27.   This  strong  overseas 
presence  is  funded  entirely  with  industry  funds.   The  significant  industry  dollars  spent 
illustrates  the  raisin  industry's  strong  commitment  to  the  MPP  program  and  provides  the 
requisite  managerial  support  to  execute  promotional  activities  abroad.    For  fiscal  year  1994 
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MPP  activities,  CALRAB  has  proposed  a  full  dollar-for-dollar  raisin  industry  contribution, 
which  confirms  our  industry's  sustained  dedication  to  the  maintenance  and  development  of 
foreign  markets  for  U.S.  raisins. 

Successes  achieved  by  CALRAB  in  export  markets  as  a  direct  result  of  MPP  activities 
have  been  numerous.    Over  a  recent  3-year  period,  a  combination  of  MPP  and  U.S.  raisin 
industry  funds  launched  intensive  consumer  and  trade  advertising  campaigns  in  the  United 
Kingdom  designed  to  position  California  raisins  as  a  quality  product  well  worth  a  premium 
price.    As  a  result,  the  U.S.  share  of  the  U.K.'s  raisin  market  climbed  from  9%  to  64%.    In 
order  to  penetrate  the  highly  protected  European  Union  market,  CALRAB's  Food 
Technology  Program  pre-sells  major  European  food  companies  on  the  superior  qualities  of 
the  California  raisin.   This  effort  includes  trade  shows,  technical  seminars  and  direct 
mailings.   As  a  result,  ten  major  European  food  companies  now  purchase  California  raisins 
instead  of  the  Mediterranean,  Afghani  and  Turkish  raisins  traditionally  purchased  by  this  high 
volume  market.    In  addition,  over  a  recent  two-year  period  in  Hong  Kong,  aggressive  in- 
store  promotions  using  point-of-sale  materials  resulted  in  increased  U.S.  raisin  import  trade 
of  approximately  50%  in  both  the  consumer-packaged  and  bulk  markets. 


V.        Benefits  from  MPP-Driven  Raisin  Exports  Extend  Well  Beyond  the  Raisin 
Industry. 

The  ripple  effect  of  increased  raisin  exports  as  a  result  of  the  MPP/TEA  programs  has 
produced  benefits  reaching  significantly  beyond  raisin  producers  and  processors. 
Development  of  foreign  raisin  markets  has  resulted  in  job  security  and  maintenance  as  well 
as  increased  employment  in  sectors  ranging  from  shipping  and  transportation  to  insurance. 
Increased  raisin  exports  contribute  to  the  $18  billion  surplus  in  agricultural  trade,  sharply 
contrasting  the  $150  billion  overall  trade  deficit. 

MPP  funds  used  by  CALRAB  yield  an  impressive  $5  for  $1  return  in  increased  U.S. 
raisin  exports.   This  heightened  export  level  has  resulted  in  positive  economic  activity  for 
over  100  organizations  and  businesses,  both  large  and  small,  in  California  and  elsewhere.    A 
recent  survey  of  some  of  the  businesses  undergirding  California  raisins  indicates  that  these 
ancillary  industries  depend  on  the  raisin  industry  for  approximately  $35  million  in  annual 
business.    These  support  businesses  interact  with  the  U.S.  raisin  industry  on  a  daily  basis, 
providing  a  myriad  of  necessary  services  including  shipping  and  trucking  and  extending  to 
suppliers  of  packaging  material  and  manufacturers  of  agricultural  machinery.    Reprinted 
below  are  excerpts  from  the  responses  received  from  the  suppliers  and  support  industries  that 
interface  daily  with  the  domestic  raisin  industry. 

".  .  .Raisin  business  was  the  basis  for  building  our  facility  in  Sanger  at  a  total 
cost  of  $25  million,  providing  construction  jobs  for  the  area  for  some  6 
months  during  the  building  phase.   With  that  beginning  we  now  employ  100 
full  time  employees  on  a  year  round  basis,  create  jobs  for  7  truck  drivers  for 
our  contract  carrier,  and  generate  a  substantial  payroll  which  aids  the 
economy.  .  ." 
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".  .  .The  transportation  of  raisins  shipped  overseas  makes  up  60%  of  our 
annual  revenue.    Monetarily  this  would  amount  to  about  $1,600,000.    We 
employ  between  23  to  25  employees.   So,  as  you  can  see,  any  reduction  in  the 
raisin  industry  would  have  a  severe  impact  on  our  business  and  the  businesses 
which  rely  on  us.  .  ." 

".  .  .For  1993,  [we]  had  approximate  sales  of  $1.1  million  to  the  California 
raisin  industry.    This  annual  dollar  amount  is  reflective  of  a  market  year  with 
below-normal  pricing.    We  want  to  offer  complete  support  of  the  California 
raisin  industry.  .  ." 

".  .  .For  a  period  of  two  to  three  months  each  year  we  will  receive  about 
$83,000  or  plus  for  the  hauling  and  handling  of  raisins.    This  will  give  two  to 
three  truck  drivers  a  job  for  this  period  of  the  year.    We  benefit  from  this 
ourselves  as  it  gives  us  an  additional  income.    Plus  our  suppliers  of  fuel  and 
oil,  tires,  tire  repairs,  truck  and  trailer  repair,  part  suppliers  benefit  from  our 
handling  and  hauling  of  California  Raisins.    As  you  can  see  from  our 
involvement  in  the  California  Raisin  Industry,  which  has  been  mutually 
profitable  for  raisin  growers  and  packers,  plus  the  many  suppliers  and  myself, 
this  truly  has  a  large  'ripple  effect'  to  all  companies  (direct  or  indirectly) 
involved  with  the  California  Raisin  industry.  .  ." 

".  .  .We  are  pleased  to  support  your  efforts  to  increase  overseas  sales  of 
California  raisins.    During  calendar  year  1993,  our  Fresno  plant  enjoyed  net 
sales  totaling  $1,581,219  providing  corrugated  packaging  to  the  raisin 
industry.  .  ." 


VI.       Conclusion 

CALRAB  strongly  urges  the  House  Agriculture  Appropriations  Subcommittee  to 
recommend  full  funding  of  the  USDA's  MPP  program  for  fiscal  year  1995  at  the  maximum 
authorized  level  of  $1 10  million.   The  MPP  program  has  already  been  cut  by  one-half  in 
recent  years.    Further  reductions  will  destroy  the  program's  ability  to  cost-effectively 
promote  U.S.  exports  of  high-value  agricultural  commodities  such  as  raisins.    In  addition, 
Congress  should  refrain  from  making  any  further  statutory  or  regulatory  changes  to  the  MPP 
program.    Last  year  Congress  called  for  numerous  changes  to  the  program's  administration 
and  execution.    Until  these  changes  have  been  fully  implemented  and  evaluated,  Congress 
should  resist  consideration  of  any  additional  changes  that  may  well  undermine  the 
effectiveness  of  those  changes  only  recently  implemented. 


April  12,  1994 
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BEFORE  THE 

SUBCOMMITTEE  ON  AGRICULTURE,  RURAL  DEVELOPMENT, 

FDA  AND  RELATED  AGENCDIS 

OF  THE  HOUSE  APPROPRIATIONS  COMMITTEE 


HEARING  ON  THE 
U.S.  DEPARTMENT  OF  AGRICULTURE'S 
MARKET  PROMOTION  PROGRAM  (MPP) 
AND  FOREIGN  MARKET  DEVELOPMENT 


STATEMENT  OF  THE  CALIFORNIA  AVOCADO  COMMISSION 


I.  Introduction 

The  following  comments  are  submitted  on  behalf  of  the  California  Avocado 
Commission  (the  "Commission")  in  relation  to  the  House  Appropriations  Subcommittee  on 
Agriculture's  March  22,  1994  hearing  on  the  U.S.  Department  of  Agriculture's  Market 
Promotion  Program  (MPP)  and  foreign  market  development.   Specifically,  these  comments 
urge  that  for  fiscal  year  1995,  the  MPP  program  be  continued  in  its  current  form  and  funded 
at  a  level  of  no  less  than  $110  million.    Any  efforts  to  reduce  funding  or  to  add  new  program 
requirements  beyond  those  included  in  last  year's  Budget  Reconciliation  Act  would 
significantly  lessen  the  program's  effectiveness  and  on  this  basis  should  be  rejected. 

The  California  Avocado  Commission  (the  "Commission")  is  a  non-profit  grower 
organization  representing  virtually  all  of  California's  6000  avocado  growers.    The  vast 
majority  of  California  avocado  growers  maintain  small-scale  operations,  with  an  average 
avocado  grove  size  of  less  than  8  acres.    Grower  assessments  fund  the  Commission's  work, 
which  includes  advertising,  promotion  and  public  relations  efforts  designed  to  increase  sales 
of  U.S.  avocados  both  domestically  and  abroad. 

The  Commission  has  participated  in  the  MPP  program  and  its  predecessor,  the 
Targeted  Export  Assistance  ("TEA")  program,  through  generic  activities  since  1985. 
Through  an  extensive  promotional  campaign  made  possible  by  a  combination  of  industry 
resources  and  USDA's  MPP  funds,  foreign  market  penetration  of  U.S.  avocados  has  risen 
dramatically.   The  opening  of  foreign  markets  to  U.S.  avocados  with  the  help  of  MPP  funds 
has  provided  vital  marketing  outlets  for  a  U.S.  industry  plagued  with  tremendous  variability 
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in  production  and  faced  with  increased  competition  in  its  own  domestic  market  from  low- 
priced  and  often  subsidized  foreign  avocados. 

An  overview  of  the  Commission's  MPP  successes  is  provided  below  to  illustrate  the 
importance  of  the  MPP  program  to  our  industry.    It  is  because  of  the  need  to  continue  our 
promotional  efforts  at  the  same  level  that  we  urge  maximum  funding  for  the  MPP  program  in 
Fiscal  Year  1995. 


II.        The  Market  Promotion  Program  Cost-Effectively  Boosts  U.S.  Exports. 

The  MPP  program  was  designed  to  assist  high-value  U.S.  agricultural  products 
penetrate  overseas  markets,  giving  priority  to  agricultural  commodities  negatively  affected  by 
unfair  trade  practices.    "Since  1986,  with  the  inception  of  the  TEA  Program,  U.S.  exports  of 
high-value  agricultural  products.  .  .  have  doubled,  reaching  a  record  $23.5  billion  in  fiscal 
1993.  .  .  high-value  products  have  accounted  for  nearly  all  (85  percent)  of  the  growth  in 
U.S.  agricultural  exports  since  1985.  .  ..ni/  USDA  statistics  reveal  both  the  overall 
effectiveness  and  cost-efficiency  of  the  MPP  program:    "the  increase  in  agricultural  exports 
attributable  to  targeted  MPP  promotion  from  FY  1986  through  FY  1988  ranged  from  $2  to 
$7  for  each  $1  of  program  funding.-'  The  experience  of  the  California  avocado  industry 
with  the  MPP  program  confirms  the  cost-effectiveness  of  the  program.    Between  1985-1993, 
the  Commission  utilized  $2.5  million  of  California  grower  funds  combined  with  $3.4  million 
in  TEA/MPP  funds  to  achieve  $58.6  million  in  landed  (CIF)  sales  value  in  Europe  and  the 
Pacific  Rim.   This  is  a  better  than  17  for  1  return  on  invested  MPP  monies  and  a  significant 
increase  in  sales  for  an  industry  of  our  size. 


m.       The  MPP  Program  is  Vital  to  the  U.S.  Avocado  Industry's  Export 

Marketing  Efforts.   Development  of  Export  Markets  is  Critical  to  the 
Avocado  Industry's  Continued  Viability. 

The  Commission  administers  a  generic  MPP  program,  promoting  U.S. -grown 
avocados.    Promotional  efforts  have  been  particularly  successful  for  avocados  since  avocados 
are  a  relatively  new  fruit  to  consumers  in  our  target  markets  like  Japan  where  generic 
promotions  advertising  the  high  quality,  nutritional  value  and  many  uses  of  avocados  have 
helped  promote  consumer  awareness  and  build  markets  for  our  product. 


-  Statement  of  Richard  Schroeter,  Acting  Administrator,  Foreign  Agricultural  Service, 
USDA,  before  the  House  Appropriations  Subcommittee  on  Agriculture  (March  22,  1994), 
page  3. 

-  Susan  B.  Epstein,  CRS  Report  to  Congress:    "Market  Promotion  Program  Issues," 
(March  23,  1992),  page  CRS  -  1. 
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These  promotional  efforts  have  also  been  key  in  establishing  demand  for  U.S.  or 
California  avocados  in  the  face  of  stiff  competition  from  low-cost  foreign  suppliers. 
Competing  foreign  suppliers  from  Mexico  and  Israel,  for  example,  benefit  from  government 
subsidies  and  other  marketing  advantages  including  market  proximity  and  protective 
government  import  policies.   The  resources  and  energy  of  the  U.S.  avocado  industry,  in 
partnership  with  USD  A,  have  together  enabled  successful  penetration  of  overseas  markets 
complicated  by  adverse  trading  conditions.   This  has  been  possible  by  distinguishing  the 
"high  quality"  of  our  fruit  from  the  lower-priced,  but  lower  quality  foreign  sources  and  by 
building  partnership  relationships  with  importers  and  retailers  in  our  target  markets  through 
our  MPP  program  activities.    U.S.  avocado  exports  have  greatly  increased  in  recent  years. 
Between  1990  and  1993  alone,  exports  rose  approximately  200%.   This  dramatic  rise  is 
directly  attributable  to  the  cost-sharing  assistance  provided  the  domestic  avocado  industry 
through  the  MPP  program. 

Competition  in  the  domestic  avocado  market  is  intensifying  as  imports  into  the  United 
States  of  low-priced  often  subsidized  foreign  competition  is  increasing.    In  addition,  the 
vulnerability  of  avocados  to  weather-related  conditions  means  tremendous  crop  size 
variability  from  season  to  season.    These  factors  combine  to  make  the  export  market  key  to 
the  industry's  future  viability.   Export  outlets  relieve  the  domestic  market  of  on  average  10% 
of  peak  season  fruit.   Exports  also  help  to  stabilize  price  by  offering  premiums  for  export 
quality  product.   Importantly,  export  demand  is  largely  for  the  larger,  premium  quality  size 
48's  and  60's  —  relieving  pent  up  inventory  of  those  sizes.    It  is  to  the  export  market  that  the 
U.S.  industry  looks  for  future  sales  growth  and  increased  financial  returns. 


IV.       The  U.S.  Avocado  Industry's  Market  Penetration  in  Japan  Demonstrates 
that  the  MPP  Program  Yields  Tangible  -  and  Cost-Effective  -  Results  for 
U.S.  Agriculture, 

Prior  to  the  Commission's  participation  in  the  MPP  program  (and  its  predecessor  the 
TEA  program),  avocados  were  virtually  unknown  to  Japanese  consumers.    Concentrated 
Commission  promotional  activities  made  possible  by  the  MPP  program  were,  from  the 
outset,  designed  to  raise  consumer  and  institutional  awareness  and  demand  for  U.S.  avocados 
in  the  prime  markets  of  Tokyo,  Osaka  and  Fukuoka.  These  efforts  have  been  remarkably 
successful.   For  example,  a  recent  survey  revealed  a  98%  awareness  level  for  avocados  in 
the  Tokyo  metropolitan  area. 

Importantly,  MPP  activities  in  Japan  have  successfully  encouraged  Japanese  retail  and 
food  service  operations  to  contribute  their  own  funds  to  our  promotional  activities.   This  has 
not  only  increased  the  visibility  of  California  avocados,  but  has  been  instrumental  in 
developing  goodwill  and  valuable  business  relationships  between  our  industry  and  Japanese 
retail  and  food  service  entities. 

As  a  direct  result  of  the  MPP  program,  the  domestic  avocado  industry's  number  one 
export  market  is  Japan.   In  the  first  year  alone  of  the  Commission's  MPP/TEA  program, 
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California  avocado  exports  to  Japan  increased  from  1,864  metric  tons  to  4,818  metric  tons,  a 
more  than  250%  increase.    Because  of  our  concentrated  promotional  efforts,  California 
avocados  have  been  able  to  achieve  and  maintain  between  50-80%  of  the  Japanese  avocado 
market  despite  intense  Mexican  efforts  to  displace  California  fruit  with  low-priced  product. 

Japan  holds  tremendous  additional  export  promise  as  a  market  for  U.S.  avocados. 
Assuming  only  a  one  pound  per  person  consumption  rate  (the  U.S.  average  annual 
consumption  rate  is  3  pounds  per  person),  Japan's  124  million  population  creates  a  potential 
56,363  metric  ton  (124  million  pound)  market.   The  Commission  looks  forward  to  seizing 
this  outstanding  export  opportunity.   Realistically,  however,  without  the  continued 
partnership  with  USD  A,  the  domestic  avocado  industry  would  find  it  extremely  difficult  to 
further  develop  this  important  production  outlet.   The  industry's  own  resources  are  simply 
insufficient  to  undertake  the  type  and  extent  of  promotional  activities  needed  to  successfully 
penetrate  and  maintain  market  share  in  a  competitive,  but  thriving,  market  like  Japan. 


V.        Increased  U.S.  Avocado  Exports  Benefit  Numerous  Related  Industries. 

Increased  domestic  avocado  exports  resulting  from  the  MPP  program  benefit  not  only 
avocado  growers,  but  related  industries.    Apart  from  the  20,000  permanent  jobs  in  the 
avocado  industry  itself,  ancillary  industries  including  packing,  trucking,  shipping,  air 
transport  and  financing  have  profited  as  a  result  of  MPP-induced  export  increases.    Costs  to 
prepare  the  avocado  for  its  long  overseas  journey  to  such  markets  as  Japan  and  the  European 
Union  alone  amount  to  over  $5  million  in  income  for  the  entities  that  provide  packing  and 
related  services. 


VI.       An  MPP  Funding  Level  of  No  Less  Than  $110  Million  Will  Assure 

Continued  Viability  of  the  Program. 

The  Commission  urges  Congress  to  refrain  from  cutting  the  MPP  program's  FY  1994 
funding  level  below  its  authorized  level  of  $110  million.    Funding  has  already  been 
significantly  reduced  from  $200  million  in  1992  to  $100  million  in  1994.    It  is  important  that 
funding  for  1995  be  restored  to  its  authorized  level  of  $1 10  million.   Any  cuts  below  this 
will  undermine  the  program's  proven  effectiveness. 

The  Commission  urges  Members  of  Congress  to  recognize  that  the  ability  of  the  U.S. 
agricultural  sector  to  develop  overseas  markets  in  the  face  of  unfair  trading  practices  will  be 
greatly  hindered  should  the  MPP  program  be  slashed  further.    In  light  of  the  continued  rise 
in  the  number  of  MPP  participants  and  the  contrasting  MPP  funding  drop,  the  Commission 
asks  your  support  for  funding  of  the  MPP  program  in  FY  1995  of  no  less  than  $1 10  million. 
Any  less  than  this  amount  would  mean  cost  cuts  for  all  MPP  participants  and  for  the 
Commission  specifically,  would  mean  cutting  or  eliminating  many  of  our  promotional 
activites  that  have  proven  so  meaningful  in  opening  the  Japanese  market  for  California 
avocado. 
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VII.     Additional  Statutory  or  Regulatory  Changes  Beyond  Those  Included  in  the 
Budget  Reconciliation  Act  are  Not  Needed  to  Ensure  Program 
Effectiveness. __^_ 

The  Commission  is  concerned  with  recent  suggestions  by  Members  of  Congress  that 
additional  statutory  or  regulatory  changes  to  the  MPP  program  requirements  are  needed 
beyond  those  made  by  the  Budget  Reconciliation  Act  (P.L.  103-66)  just  last  year.   That 
legislation  made  a  number  of  substantive  changes  to  the  MPP  program,  including  the  addition 
of  a  requirement  that  all  MPP  participants  certify  that  MPP  monies  are  not  supplanting  the 
use  of  the  participant's  own  funds.   In  addition,  it  imposed  new  graduation  requirements  and 
priority  funding  requirements  for  branded  programs.    The  Commission  believes  that  these 
changes  along  with  the  regulatory  changes  required  by  the  Act  fully  address  all  concerns 
named  by  Congress,  OMB  and  the  administration.   Moreover,  since  they  only  went  into 
effect  the  beginning  of  this  year,  the  full  effect  of  the  changes  cannot  yet  be  appreciated. 
Given  this,  the  avocado  industry  strongly  believes  that  Congress  should  refrain  from 
undertaking  any  additional  reforms  or  changes  to  the  authorizing  legislation  before  the  full 
effect  of  last  year's  changes  is  realized. 


VOL    Conclusion 

The  California  Avocado  Commission  strongly  supports  the  MPP  program  and  urges 
its  continued  funding  in  FY  1995  at  a  minimum  level  of  $1 10  million.    Furthermore,  the 
Commission  would  strongly  oppose  efforts  to  add  additional  statutory  or  regulatory 
requirements  that  might  place  further  limitations  on  the  participants'  use  of  MPP  funds. 
Program  flexibility  is  needed  to  effectively  service  the  wide  variety  of  agricultural  entities 
and  products  promoted. 


April  12,  1994 


\27224\010\40TESKSS.001 
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BEFORE  THE 

HOUSE  SUBCOMMITTEE  ON  AGRICULTURE, 

RURAL  DEVELOPMENT,  FDA  AND  RELATED  AGENCIES 

OF  THE  HOUSE  APPROPRIATIONS  COMMITTEE 


HEARING  ON  THE 
U.S.  DEPARTMENT  OF  AGRICULTURE'S 
MARKET  PROMOTION  PROGRAM  (MPP) 
AND  FOREIGN  MARKET  DEVELOPMENT 


STATEMENT  OF  THE 
CALIFORNIA  CLING  PEACH  ADVISORY  BOARD 


I.  Introduction 

The  California  Cling  Peach  Advisory  Board  (the  "Board")  is  pleased  to  submit  the 
following  statement    in  connection  with  the  House  Appropriations    Subcommittee   on 
Agriculture's  March  22,  1994  hearing  on  the  U.S.  Department    of  Agriculture's  (USDA's) 
Market  Promotion  Program  (MPP).    The  Board  strongly  supports  full  funding  of  the 
MPP  program  —  in  its  current  form  —  at  the  maximum  authorized   level  of  $110  million 
for  fiscal  year  1995. 

The  Board  is  a  non-profit  quasi-governmental    marketing  entity  representing   all 
750  cling  peach  producers  and  7  cling  peach  processors  in  the  State  of  California. 
California  is  responsible   for  virtually  all  of  the  United  States'  cling  peach  production. 
The  Board's  primary  purpose  is  to  assist  in  the  development   of  domestic  and  foreign 
markets  for  U.S.  cling  peaches.    The  Board  undertakes   generic  promotions   on  behalf  of 
U.S.  canned  peaches,  canned  fruit  cocktail  and  frozen  peaches.    The  Board  first 
participated    in  the  MPP  program  through  MPP's  predecessor,  the  Targeted   Export 
Assistance  (TEA)  program,  in  1985  and  prior  to  that,  the  Foreign  Market  Development 
(FMD)  program.    Today,  the  Board  operates   a  vigorous  MPP  export  promotion  program 
in  partnership   with  the  Pacific  Coast  Canned  Pear  Service,  Inc.  in  foreign  markets 
around  the  world. 
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II.  Full  Funding  of  the  MPP  Program  in  Fiscal  Year  1995  at  the  Maximum 
Authorized  Level  of  $110  Million  is  Critical  to  the  Ability  of  the  U.S.  Cling  Peach 
Industry  to  Penetrate  Foreign  Markets  Where  Competitors  Enjoy  Massive 
Government  Support  and  Interventions. 

The  Board  wishes  to  go  on  record  with  the  very  strongest  support  possible  for  full 
funding  at  the  maximum  authorized   level  of  $110  million  for  USDA's  Market  Promotion 
Program  in  fiscal  year  1995.   In  helping  to  develop  and  expand  overseas  outlets  for  U.S. 
cling  peach  products,  the  Board  has  received  vital  assistance  from  the  MPP  program. 
The  significant  market  penetration    and  consumer  awareness  achieved  as  a  direct  result 
of  this  coordinated   government-private    sector  effort  point  to  the  cost-effective  success  of 
this  program.    Some  of  our  more  impressive  market  successes  are  discussed  in  Part  IV 
below. 

Without  MPP  funding,  U.S.  agriculture  in  general  and  the  cling  peach  industry  in 
particular  will  be  hard  pressed  to  maintain  their  presence   in  foreign  markets  and  thus 
reap  the  advantages  of  implementation    of  the  Uruguay  Round  Final  Act  and  the  North 
American  Free  Trade  Agreement.     Many  U.S.  agricultural  sectors,  including  the  cling 
peach  sector,  are  comprised  of  small  growers  and  processing  entities  that  on  their  own, 
without  the  help  of  the  MPP  program,  would  simply  be  unable  to  fund  the  type  of 
promotional   efforts  required  to  develop  and  maintain  overseas  markets. 

Previous  assaults  on  the  MPP  program  have  already  resulted  in  a  50  percent 
reduction  in  MPP  monies  available  to  assist  U.S.  agriculture  in  opening  and  sustaining 
foreign  markets  in  the  face  of  unfair  trade  practices.    As  a  result  of  1994  funding 
reductions,  the  Board  expects  that  all  MPP  programs,  including  the  cling  peach  program, 
will  be  hit  by  cutbacks.    If  these  are  significant,  the  industry  can  expect  to  be  forced  to 
eliminate   or  scale  down  its  promotional   activities  in  some  markets  allowing  foreign 
competitors   to  reap  the  benefits  from  our  previous  promotions  that  have  built  consumer 
interest  for  canned  peach  products. 

Funding  of  the  MPP  program  in  fiscal  year  1995  to  a  return  of  no  less  than  $110 
million  is  vital  to  assure  continued  operation  of  a  successful  program.    Any  cutbacks  at 
all  from  this  level  will  erode  advances  already  made,  resulting  in  tremendous   backsliding. 
The  cling  peach  industry  urges  this  Subcommittee   to  approve  full  funding  of  the  MPP 
program  for  the  coming  fiscal  year. 

III.  Congress  Should  Allow  Statutory  and  Programmatic  Changes  Made  Just  Last 
Year  to  Take  Hold  Before  Additional  Changes  to  the  MPP  Program  are 
Contemplated. 

The  MPP  program  has  been  dramatically  overhauled   in  the  last  year.    Numerous 
assurances  of  MPP  program  integrity  and  efficiency  were  instituted  as  a  result  of  the 
Omnibus  Budget  Reconciliation    Act  of  1993.   For  example,  in  direct  response  to 
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Congressional  concerns,  a  so-called  additionality   requirement    was  added.    All  MPP 
program  participants   must  now  certify  that  any  MPP  monies  received  supplement   the 
participant's  own  funds  and  do  not  supplant  them.    MPP  funds  will  only  be  provided  to 
offset  foreign  nations'  unfair  trade  practices.    Recipients   of  MPP  funds  for  generic 
promotions  are  now  required  to  contribute   a  higher  minimum  level  of  resources  to  MPP- 
sponsored  promotional   activities.    Increased  opportunity  for  USDA  to  call  for 
evaluations  and  audits  of  MPP  participants   is  made  available  and  adds  to  USDA's 
oversight  of  the  program. 

These  and  many  other  changes  enacted  just  last  year  will  for  the  first  time  affect 
this  year's  MPP  program.    The  changes  have  yet  to  be  fully  applied,  however,  since 
participants'   fiscal  year  1994  MPP  programs  have  been  delayed  by  the  Budget 
Reconciliation   process  and  regulatory  changes  that  were  required  as  a  result.    Without  a 
clear  understanding    of  just  how  these  new  changes  will  practically  work,  Congress  should 
withhold  from  making  additional   statutory  changes  to  the  MPP  program  that  could  well 
undermine   their  intended   purpose  and  effect.    Moreover,  from  a  participant's  viewpoint, 
the  newly  instituted   statutory  and  regulatory  requirements    add  considerable   USDA 
oversight  and  participant   accountability   such  that  concerns  about  mismanagement    of 
program  funds  are  fully  addressed. 

IV.       Significantly  Increased  U.S.  Cling  Peach  Exports  are  Directly  Attributable  to 
MPP-Supported  Promotional  Activities.  These  Cost-Effective  Government 
Expenditures  Illustrate  the  Success  of  the  MPP  Program. 


Success  in  numerous  overseas  markets  is  directly  attributable    to  significant 
marketing  activities  conducted  by  the  U.S.  industry  under  the  MPP  program  and  its 
predecessor,  the  Targeted   Export  Assistance  Program  (TEA).    Without  MPP/TEA 
assistance,  the  U.S.  industry  would  have  been  unable  to  launch  the  persistent  educational 
and  promotional   campaigns  necessary  to  pierce  overseas  markets. 

In  the  European   Union  (EU),  Canada,  Mexico  and  other  important   markets,  U.S. 
processed  peach  products  face  stiff  competition   from  low-priced  heavily-subsidized  Greek 
canned  peach  products.     With  invaluable  promotional   dollars  from  the  MPP  program, 
U.S.  canned  peach  products  have  made  much  headway  into  difficult  to  enter  markets. 

In  Canada,  the  Board  introduced   a  new  fruit  cup  size  and  special  packaging  to 
accommodate    Canadian   metric  size  requirements.    This  new  product,  accompanied   by  an 
aggressive  targeted   promotional   campaign,  yielded  significant  results  despite  aggressive 
competition   from  low-price  Greek  product.    Total  canned  peach  sales  rose  more  than 
10%,  from  118,918cases  in  1991/92  to  131,164cases  in  1992/93.    U.S.  product  claimed 
an  additional   approximately  5%  of  the  Canadian  canned  peach  market  with  our  market 
share  rising  from  17.5%  to  22.4%.   U.S.  fruit  cocktail  sales  shared  in  the  success,  with 
market  share  rising  over  6%  from  44.4%  to  50.6%. 
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In  Mexico,  the  Board  plans  to  expand  its  product  line  this  year  to  include  canned 
Bartlett  pears  from  Washington,  Oregon  and  California  in  order  to  accommodate    the 
increased  demand   for  quality  U.S.  canned  fruit  product  that  has  been  generated   by 
significant  MPP  promotional   and  educational   efforts.    U.S.  canned  peach  exports  to 
Mexico  increased  by  over  10%  from  77,466  cases  to  86,956  cases  between   1991/92  and 
1992/93.    With  our  effective  MPP  program  and  the  increasingly  open  market  assured  by 
implementation    of  the  North  American  Free  Trade  Agreement   (NAFTA),  the  Board 
anticipates  an  especially  strong  Mexican  market  for  U.S.  product  in  the  years  to  come. 
To  accelerate   the  positive  effects  of  NAFTA,  the  Board  has  requested   that  the  United 
States  negotiate   accelerated   elimination  of  the  Mexican  duties  on  U.S.  canned  peach  and 
fruit  cocktail  imports.    If  this  is  achieved,  our  promotion  efforts  are  expected  to  reap 
more  immediate   and  impressive  results. 

Additional   successes  were  enjoyed  this  past  year  in  other  target  MPP  markets. 
U.S.  canned  peach  exports  to  Saudi  Arabia  rose  approximately   100%  between  1991/92 
and  1992/93  while  U.S.  exports  to  Indonesia's  market  climbed  by  close  to  400%  over  the 
same  time  period.    U.S.  canned  fruit  cocktail  exports  to  Malaysia  increased  by  close  to 
100%,  from  6,433  cases  in  1991/92  to  12,282  cases  in  1992/93  while  U.S.  canned  fruit 
cocktail  exports  to  the  Philippines  increased  over  50%,  from  106,021  cases  to  163,496 
over  the  same  time  period. 

The  Board's  MPP  program  has  resulted  in  meaningful  increased   foreign  market 
penetration.     In  addition,  our  overseas  efforts  have  established   a  loyalty  to  California 
cling  peach  products  among  foreign  importers  and  retail  establishments    that  has  served 
as  a  catalyst  to  the  purchase  of  California  peaches  over  foreign-sourced  product. 

Without  MPP  monies,  the  Board  would  be  unable  to  launch  the  long-term 
promotional   and  educational   activities  needed   to  develop  and  sustain  foreign  markets. 
Without  continued  promotional   efforts,  low-priced  foreign-sourced  product  would  likely 
enter  to  displace  U.S.  sales.    Any  reduction  in  our  exports  would  have  significant  long- 
term  effects  for  our  industry  given  that  for  a  variety  of  reasons,  the  importance  of 
overseas  markets  to  our  industry  is  expected  to  increase  dramatically   in  the  future. 

The  U.S.  domestic  market  for  canned  cling  peach  products  is  a  mature  one, 
leaving  little  room  for  growth.   Complicating  the  domestic  scene  is  the  recent  entry  into 
U.S.  ports  on  the  Eastern  seaboard   of  low-priced  heavily-subsidized  Greek  canned  peach 
products  which  previously  presented  competition  only  in  foreign  markets.    Adding  to  this 
is  the  significant  increase  in  U.S.  imports  of  low-priced  South  African  product  over  the 
past  year.    In  the  mid-eighties,  prior  to  the  U.S.  ban  on  South  African  product,  South 
Africa  was  the  second  largest  supplier  to  the  U.S.  market  and  threatens   to  again  become 
a  significant  supplier.    Should  these  imports  erode  at  the  domestic  industry's  U.S.  market 
share  by  any  meaningful  amount,  foreign  markets  will  take  on  even  greater  importance 
than  they  currently  hold.    In  addition,  cling  peach  production  is  expected  to  increase  in 
coming  years  as  younger,  stronger  and  more  productive  peach  trees  are  replacing  older, 
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less  productive  trees.    As  a  result,  domestic  peach  supply  will  more  than  satisfy  domestic 
demand  for  peach  product.    For  these  reasons,  aggressive  export  promotion  must  be 
maintained   and  even  stepped  up  since  world  peach  production  is  trending  upward  —  with 
a  9%  increase  in  1992/93.    For  the  next  several  years  the  world  canned  fruit  market  is 
predicted   to  be  in  a  moderate   oversupply  situation.    With  larger  suppliers  vying  for  even 
a  small  share  of  the  global  market,  the  MPP  program  will  become  more  critical  to  the 
cling  peach  industry. 

V.        Conclusion 

The  California  Cling  Peach  Advisory  Board  strongly  supports  the  MPP  program 
and  urges  Congress  to  appropriate    no  less  than  $110  million  in  fiscal  year  1995.  Any 
renewed  efforts  to  further  overhaul  the  MPP  program  should  be  delayed  until  changes 
made  only  last  year  —  and  operational  just  this  year  -  have  been  evaluated  to  determine 
their  effectiveness. 
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BEFORE  THE 

HOUSE  SUBCOMMITTEE  ON  AGRICULTURE, 

RURAL  DEVELOPMENT,  FDA  AND  RELATED  AGENCIES 

OF  THE  HOUSE  APPROPRIATIONS  COMMITTEE 


HEARING  ON  THE 
U.S.  DEPARTMENT  OF  AGRICULTURE'S 
MARKET  PROMOTION  PROGRAM  (MPP) 


STATEMENT  OF  THE  ALASKA  SEAFOOD  MARKETING  INSTITUTE 


I.  Introduction. 

The  following  comments  are  submitted  on  behalf  of  the  Alaska  Seafood 
Marketing  Institute  (ASMI)  and  relate  to  the  House  Appropriations  Subcommittee  on 
Agriculture's  March  22,  1994,  hearing  on  the  U.S.  Department  of  Agriculture's  (USDA's) 
Market  Promotion  Program  (MPP). 

As  a  recipient  of  MPP  funds,  ASMI  stands  in  full  support  of  the  MPP  program  as 
it  is  currently  structured  without  further  statutory  or  regulatory  changes,  and  urges  the 
Subcommittee  to  support  a  1995  funding  level  at  the  authorizing  amount  at  $110  million. 

ASMI  was  created  in  1981  as  a  cooperative  venture  between  the  Alaska  seafood 
industry  and  the  State  of  Alaska  to  promote  the  consumption  of  Alaska  seafood 
generically  on  behalf  of  the  entire  Alaska  seafood  industry.   The  industry  is  made  up  of 
approximately  550  processors  representing  720  processing  plants,  the  majority  of  which 
can  be  classified  as  small-  to  medium-sized  companies.   ASMI  also  represents  Alaska's 
fishermen  who  number  approximately  22,000.   Funds  are  collected  through  the  State  of 
Alaska  via  an  assessment  based  on  harvest.   All  of  ASMI's  activities  are  overseen  by  a 
Board  of  Directors  which  is  made  up  of  12  processors,  12  fishermen,  and  one  lay  person. 
Export  activities  are  directed  by  the  Export  Promotions  Committee. 

Alaska  seafood  is  sold  internationally  in  either  fresh,  frozen  or  value-added  form, 
and  marketing  efforts  are  divided  between  consumer/trade  advertising  and  education, 
generic  retail  merchandising,  materials  production,  public  relations,  market  research,  and 
trade  show  participation.   The  purpose  of  all  such  activities  is  to  promote  Alaska  seafood 
generically,  with  no  reference  to  any  particular  brand. 
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All  Alaska  product  sold  on  a  branded  basis  in  overseas  markets  is  done  so  under 
foreign  labels.   These  for-profit  foreign  firms  that  contribute  significantly  to  the 
promotion  of  our  Alaska  product  buy  from  a  variety  of  Alaska  suppliers,  such  that  no 
one  U.S.  company  receives  the  benefit  of  ASMI's  branded  promotions.    Rather,  all 
processors  (regardless  of  size)  and  fishermen  benefit.   Canned  product  is  of  100%  U.S. 
origin  and  is  processed  and  labelled  in  the  United  States  for  export  to  various 
international  markets. 

ASMI  began  participating  in  the  MPP  (formerly  TEA)  in  1987  as  a  way  to  assist 
the  Alaska  industry  in  its  attempt  to  combat  the  impact  of  subsidized,  low-priced  farmed 
salmon  in  foreign  markets.   Without  MPP,  there  could  be  no  industry-wide  promotion  of 
Alaska  salmon  and  certainly  no  promotional  effort  of  the  magnitude  needed  to  educate 
consumers  globally  of  the  benefits  of  natural,  wild  Alaskan  salmon.   None  of  Alaska's 
processors  individually  have  the  kind  of  promotional  budgets  necessary  to  compete  with 
our  farmed  and  wild  salmon  competitors  on  an  international  scale. 

In  addition  to  the  large  promotional  budgets  of  our  competitors,  the  majority  of 
foreign  suppliers  -  Norwegian,  Chilean,  Scottish  and  Australian  farmed  salmon  and 
Canadian  and  Japanese  wild  salmon  -  are  all  subsidized  by  their  respective  governments. 
Without  the  support  of  MPP  to  boost  awareness  and  demand  for  Alaskan  salmon,  the 
Alaskan  industry  would  face  severe,  and  possibly  crippling,  challenges  in  its  overseas 
markets.   In  the  very  near  future,  Alaska  must  also  contend  with  competition  from  the 
vast  wild  fisheries  of  the  former  Soviet  Union. 

II.        MPP  Funding  Has  Been  Instrumental  in  Creating  Global  Demand  for  Wild 
Alaska  Salmon  in  the  Face  of  Strong  Competition  from  Subsidized  Foreign 
Product.   Continued  MPP  Funding  at  the  Full  Authorized  Level  of  $110  Million 
is  Critical  to  the  Industry's  Success  in  Overseas  Markets. 

MPP  has  provided  U.S.  agricultural  exports  with  a  tool  to  compete  globally  on  a 
cost-shared  basis.   In  fiscal  year  1993,  ASMI  was  the  recipient  of  $8.5  million  from  MPP. 
With  State  of  Alaska,  industry,  and  foreign  third  party  contributions,  ASMI  was  able  to 
match  MPP  funding  to  create  a  marketing  budget  with  a  value  of  approximately  $15 
million  for  wild  Alaska  salmon  exports. 

Our  strong  industry  contributions  would  not  be  realized  without  the  catalyst  of  the 
MPP  program.   MPP  funding  acts  as  a  magnet  in  attracting  support  from  other  sources, 
funding  which  will  undoubtedly  be  affected  if  meaningful  reductions  are  made  in  ASMI's 
MPP  funding  for  fiscal  year  1995  and  beyond.   To  ensure  that  this  does  not  happen, 
ASMI  urges  this  Subcommittee  to  recommend  funding  for  the  MPP  program  for  fiscal 
year  1995  at  the  full  authorized  level  of  $110  million. 

With  the  assistance  of  MPP  funds,  ASMI  has  developed  an  effective  export 
program,  borne  out  by  the  gains  in  volume  of  Alaska  salmon  exports  and  the 
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stabilization  of  our  targeted  markets  in  the  face  of  severe  competition  from  both  farmed 
and  wild  salmon-producing  countries  around  the  world.   An  aggressive  strategic  plan 
allows  the  Alaska  seafood  industry  to  successfully  compete  for  its  share  of  the 
international  seafood  market.   Promotional  programs,  made  possible  by  MPP  funds,  that 
differentiate  Alaska  salmon  as  uniquely  natural  and  wild  have  carved  out  niche  markets 
for  our  product  despite  significant  price  disadvantages  in  many  countries. 

The  Alaska  seafood  industry's  marketing  successes  are  illustrative  of  how  effective 
the  MPP  program  has  been  in  assisting  U.S.  agricultural  industries  to  counter  unfair 
trade  practices  of  foreign  suppliers  and  successfully  compete  in  world  markets.   For 
example,  promotions  supported  by  ASMI  and  MPP  funds  have  prompted  a  number  of 
foreign  buyers  to  change  salmon  labels  voluntarily  to  reflect  the  Alaska  origin,  proof  of 
how  effective  our  campaigns  have  been  in  promoting  a  "quality"  name  for  Alaska  salmon. 
For  the  first  time  ever,  five  French  seafood  companies  and  one  Italian  distributor  added 
Alaska  references  to  packaging  in  Europe.   In  addition,  a  smoker  in  the  United  Kingdom 
incorporated  Alaska  origin  identification  into  its  regular  label.   During  the  initial  ASMI 
promotions  in  Australia  this  year,  four  canned  salmon  labels  added  the  Alaska  origin. 

In  Japan,  our  foremost  export  market,  Alaska  increased  its  exports  by  12%  in  the 
last  year  and  increased  its  market  share  to  a  full  61%.   This  was  done  despite  the 
increasingly  strong  competition  from  alternative  sources  of  subsidized  farmed  and  wild 
salmon. 

Exports  to  the  U.K.  have  increased  over  200%  since  ASMI/MPP  began  its 
marketing  efforts  in  that  country,  and  the  strength  of  its  branded  and  generic  programs 
led  to  an  astounding  73%  market  share  in  1993.   Innovative  promotional  activities 
designed  to  capture  new  consumer  awareness  have  been  successful  in  raising  awareness 
and  demand  for  Alaska  salmon.   For  example,  ASMI  joined  forces  with  a  fast  food  pizza 
restaurant  in  the  U.K.  to  create  a  new  Alaska  salmon  pizza,  designed  to  reach  the 
younger  fast  food  audience. 

ASMI's  presence  in  France  during  the  past  several  years  has  resulted  in  a 
turnaround  in  the  downward  spiral  of  Alaska  salmon  sales  and  market  share  to  farmed 
salmon.   Persistent  marketing  efforts  have  helped  to  change  the  attitudes  of  French 
consumers  about  natural,  wild  Alaska  salmon.   For  the  first  time  since  entering  the 
French  market  in  1989,  ASMI  saw  both  volume  and  market  share  increase  for  wild 
Alaska  salmon.   Through  competitive  trade  and  consumer  campaigns  focusing  on 
education  and  awareness,  Alaska  achieved  total  volume  exports  of  10,971  MT  in  1992 
compared  to  8,442  MT  for  1991.   This  30%  increase  is  impressive  considering  the 
deepening  recession  which  resulted  in  a  slim  1.8%  rise  for  all  salmon  imports  into 
France.   U.S.  market  share  for  salmon  reached  a  high  of  16.3%  compared  to  11%  in 
1991.   Alaska  is  now  France's  #2  supplier  of  salmon  (after  farmed  salmon  from 
Norway). 
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Finally,  the  strength  of  ASMFs  1993  branded  promotions  in  Australia  led  to  an 
unprecedented  55%  share  of  the  market  in  that  country,  which  had  previously  been 
dominated  by  Canadian  product.  This  success  is  further  evidenced  by  the  fact  that  most 
of  the  prominent  labels  in  the  Australian  market  now  feature  Alaska  origin. 

III.  Increased  Exports  of  Alaskan  Salmon  Support  a  Number  of  Allied  Industries, 
Creating  Job  Security  for  U.S.  Workers. 

The  export  of  Alaska  seafood  has  a  dramatic  impact  on  employment  in  the 
Northwest,  specifically  in  Alaska,  Washington,  Oregon  and  California.   In  Alaska,  over 
19,000  full-time  and  16,000  seasonal  jobs  are  dependant  on  the  health  of  the  industry. 
Temporary  workers  come  from  all  over  the  Untied  States  to  participate  in  the  harvest  of 
Alaska  salmon.   They  include  migrant  workers,  college  students,  as  well  as  Alaskans  who 
reside  in  the  processing  towns.   Approximately  300,000  metric  tons  of  salmon  harvested 
in  Alaska  annually  is  processed.   Over  half  of  this  product  is  destined  for  international 
markets,  and  in  1993  Alaska  salmon  exports  alone  were  valued  at  over  $733  million. 

While  there  are,  of  course,  many  direct  beneficiaries  of  the  partnership  ASMI  has 
forged  with  MPP,  numerous  indirect  beneficiaries  exist  as  well.  Following  is  a  list  of  the 
various  businesses  reliant  on  the  success  of  Alaska  salmon  exports: 

Airlines/airports  -  Nationwide 

Freight  forwarders  (air,  sea  and  land)  -  Nationwide 

Overnight  courier  services  -  Nationwide 

Cold  storage  facilities  -  Alaska,  Washington,  Oregon 

Marine  mechanics  -  Alaska,  Washington 

Marine  transportation  -  Alaska,  Washington 

Marine  supply  companies  -  Nationwide 

Box/packaging  manufacturers  -  Nationwide 

Can  manufacturers  -  Washington 

Seaports  -  Alaska,  Washington,  Oregon,  California 

Although  our  industry  has  not  undertaken  a  formal  study  to  calculate  the  dollar 
impact  of  our  exports  on  these  related  industries,  it  is  fair  to  estimate  that  the  $733 
million  of  Alaska  salmon  exports  generate  many  more  millions  of  dollars  in  related 
services. 

IV.  Statutory  Changes  Made  to  the  MPP  Program  as  a  Result  of  the  Budget 
Reconciliation  Act  Are  Fully  Sufficient  to  Address  Program  Concerns. 

The  Alaska  Seafood  industry  is  opposed  to  any  efforts  to  seek  changes  in  the 
MPP  statutory  language  or  MPP  regulations  that  would  go  beyond  those  only  recently 
made  as  a  result  of  this  past  year's  Budget  Reconciliation  Act.   Those  changes  add 
significantly  to  USDA's  oversight  of  the  program  and  make  each  participant  more 
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accountable  for  program  compliance  and  program  results.   For  example,  all  MPP 
participants  must  now  demonstrate  the  existence  of  unfair  trade  practices,  meet  higher 
minimum  industry  contribution  requirements  for  generic  activities,  and  certify  that  MPP 
monies  supplement,  but  do  not  supplant,  industry  funds.   For  branded  programs,  the  new 
requirements  call  for  graduation  from  certain  markets  and  priority  funding  for  small 
entities.  To  carryout  these  statutory  reforms,  USDA  has  instituted  strengthened  program 
controls  and  documentation  requirements  at  all  levels  of  the  program. 

The  program  changes  referenced  above,  which  were  implemented  with  input  from 
Congress,  the  Administration  and  MPP  participants  themselves,  are  more  than  sufficient 
to  address  the  concerns  raised  about  program  effectiveness  and  accountability.   Since 
they  apply  for  the  first  time  to  the  fiscal  year  1994  MPP  program,  for  which  individual 
program  funding  allocations  have  yet  to  be  announced,  many  of  the  new  requirements 
have  yet  to  be  applied.   It  is  important  that  the  new  changes  be  given  adequate  time  to 
work  before  consideration  is  given  to  additional  amendments  that  could  well  undermine 
the  effectiveness  of  the  new  requirements  and  further  restrict  program  flexibility  to  the 
detriment  of  marketing  needs. 

V.         Conclusion 

The  export  gains  enjoyed  by  the  Alaska  seafood  industry  from  its  participation  in 
the  MPP  are  substantial,  demonstrable,  and  would  never  have  occurred  absent  MPP 
assistance.   This  program  has  allowed  Alaska  salmon  to  begin  regaining  its  share  of  the 
international  seafood  market  lost  to  aggressive,  subsidized  and/or  dumped  foreign 
competition.   Without  MPP  assistance,  the  impact  of  farmed  salmon  on  world  markets 
would  have  been  devastating  to  the  Alaska  industry. 

Only  through  continued  aggressive  promotional  efforts  can  Alaska  hope  to 
maintain  its  competitive  position  in  the  global  market.   A  strong  MPP  program,  fully 
funded  and  without  statutory  changes,  is  critical  to  that  end. 


April  15,  1994 
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Mr.  Chairman,  my  name  is  Richard  Douglas.  I  am  Senior  Vice  President  for  Corporate 
Affairs  at  SunDiamond  Growers  of  California.  Headquartered  in  Pleasanton, 
SunDiamond  is  a  marketing  agent  which  provides  various  services  to  its  five  member 
cooperatives:  Diamond  Walnut  Growers,  Sun  Maid  Growers  of  California,  Sunsweet 
Growers,  Valley  Fig  Growers  and  Hazelnut  Growers  of  Oregon.  Together,  these 
cooperatives  comprise  more  than  4,500  growers. 

SunDiamond  and  its  member  cooperatives  are  strong  supporters  of  the  Market 
Promotion  Program  (MPP).  On  behalf  of  the  entire  SunDiamond  membership,  I  would 
like  to  thank  the  Chairman  and  members  of  this  Subcommittee  for  all  their  hard  work 
to  retain  and  improve  this  vital  trade  expanding  tool.  My  testimony  will  discuss  the 
history  of  MPP,  the  marketing  successes  it  has  spawned  for  the  California  growers  I 
represent,  and  the  need  to  carefully  examine  the  impact  of  legislative  changes  to  the 
program. 

HISTORY 

As  you  are  well  aware,  the  MPP  evolved  from  the  Targeted  Export  Assistance  Program 
(TEA)  which  was  created  in  1986.  The  TEA  Program  and  the  MPP  were  designed  to 
help  promote  exports  from  a  sector  of  US  agriculture  which  had  not  previously  received 
government  assistance:  high-value  products.  The  TEA  provided  targeted  funds  to 
growers  who  were  harmed  as  a  result  of  Section  301  actions  and  who  were  facing  unfair 
trading  practices  in  the  global  market 
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TEA  was  so  successful  that  it  was  expanded  in  1990  by  the  Food,  Agriculture, 
Conservation,  and  Trade  Act  Renamed  the  Market  Promotion  Program,  it  was 
broadened  to  "encourage  the  development,  maintenance,  and  expansion  of  commercial 
export  markets  for  US  agricultural  commodities  through  cost-share  assistance  to  eligible 
trade  organizations  that  implement  market  promotion  activities." 

PROGRAM  OPERATION 

Today,  the  MPP  helps  the  private  sector  develop  and  expand  overseas  markets  for  US 
agricultural  commodities  and  products  through  the  promotion  of  generic  and  branded 
products.  Conducted  on  a  cost-share  basis,  the  promotions  target  consumers  through 
in-store  product  demonstrations,  media  advertising,  and  a  wide  variety  of  market 
activities. 

PROGRAM  SUCCESSES 

Since  1986  when  the  TEA  program  was  first  authorized,  the  dollar  value  of  high-value 
agricultural  exports  has  doubled.  As  a  percentage  of  export  share,  high-value  products 
have  climbed  from  roughly  one-third  of  US  exports  in  1984  to  more  than  half  of  US 
exports  in  1993. 

More  specifically,  Mr.  Chairman,  the  success  stories  of  the  prune,  walnut  and  raisin 
industries  offer  concrete  evidence  of  the  effectiveness  of  the  MPP  under  widely  varying 
market  conditions.  Please  allow  me  to  offer  some  examples. 
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Prunes 

When  the  California  prune  industry  attempted  to  enter  the  Japanese  market,  it  faced 
little  foreign  competition,  but  consumer  knowledge  on  the  use  of  prunes  as  anything 
more  than  a  quick  snack  was  low.  The  California  Prune  Board  instituted  a  generic 
advertising  campaign  to  inform  consumers  that  California  prunes  were  not  just  a  high 
iron,  high  fiber  snack,  but  a  versatile  ingredient  in  dishes  served  at  meals.  As  a  result, 
the  value  of  prunes  shipped  to  Japan  increased  by  84%  from  1988  to  1992,  from 
$14,023,000  to  $25,815,000. 

In  contrast  to  that,  California  prunes  did  encounter  stiff  competition  in  the  United 
Kingdom  where  European  Community  subsidies  to  prune  processors  had  caused  rapid 
expansion  of  French  prune  orchards  and  intensified  export  competition.  Utilizing  a  dual 
branded  and  generic  advertising  strategy,  the  California  Prune  Board  promoted  US 
brands  while  working  to  overcome  a  generally  negative  product  image  of  prunes  as  dry 
and  tasteless. 

Today,  the  Sunsweet  brand  is  the  number  one  prune  brand  in  the  U.K.  and  consumer 
perception  of  California  prunes  has  improved  significantly.  The  result  is  a  93%  increase 
in  export  value  from  1986  to  1992,  from  $4,992,000  to  $9,401,000. 

Walnuts 

Walnuts  have  also  enjoyed  dramatic  export  success  with  the  help  of  the  MPP.  In  Italy, 
California  walnuts  had  to  overcome  the  Italian  preference  for  their  locally  produced 
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Sorrento  walnut.  Through  an  advertising  campaign  which  emphasized  the  superior 
quality  and  versatility  of  California  walnuts,  the  California  Walnut  Commission  set  a 
standard  with  Italian  consumers  that  the  local  Sorrento  crop  could  not  match.  As  a 
result,  the  California  Walnut  Commission  has  achieved  a  62  percent  awareness  level 
among  consumers  and  has  captured  the  lion's  share  of  the  Italian  walnut  business.  This 
is  indeed  significant,  since  the  Sorrento  crop  is  large  and  considerably  lower  in  price. 

In  the  Japanese  market,  the  California  Walnut  Commission  took  a  dual  approach.  The 
industry  set  a  long  term  goal  of  gradually  educating  consumers  about  the  versatility  and 
quality  of  California  walnuts.  At  the  same  time,  it  implemented  many  industrial  support 
activities  designed  to  have  more  immediate  results.  The  importation  of  shelled  walnuts 
reached  3,596  metric  tons  in  1992/93,  a  dramatic  increase  from  the  711  metric  tons 
shipped  in  1985/86.  The  California  walnut  industry's  share  is  now  nearly  70  percent, 
up  from  barely  30  percent  during  1985/86. 

Raisins 

In  1992/93,  the  California  Raisin  Advisory  Board  (CALRAB)  set  out  to  combat  the 
problem  of  low  package  turnover  and  to  expand  their  share  of  shelf  space  in  the 
Singapore  market.  A  previously  conducted  Attitude  and  Usage  Study  had  indicated  that 
television  advertising,  rather  than  print,  would  be  the  most  effective  in  addressing  the 
problem.  Consequently,  CALRAB  produced  a  series  of  television  advertisements  aimed 
at  mothers  with  small  children  which  stressed  healthy  snacking. 
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Product  turnover  at  retail  among  those  who  said  they  "bought  once  every  two  weeks" 
subsequently  rose  from  5%  to  17%.  A  higher  product  turnover  rate  encouraged  retailers 
to  devote  more  shelf  space  to  raisins  and  overall  sales  volume  rose  from  464  metric  tons 
in  1991/92  to  622  metric  tons  in  1992/93. 

IMPACT  OF  1994  LEGISLATIVE  CHANGES 

Last  year,  Congress  amended  the  MPP  legislation  by  adding  a  number  of  conditions 
affecting  cooperator  eligibility.  One  of  these  conditions  requires  that  funding  priority 
be  given  to  MPP  cooperators  designated  as  "small"  in  size.  Though  well-intentioned,  I 
believe  this  amendment  will  have  an  unintended  consequence  and  should  be 
reexamined. 

Congress  intended  that  MPP  aid  small  businesses  and  that  it  enhance  sales  of  US 
products  abroad  by  improving  the  international  marketing  competitiveness  of  small 
cooperators.  The  membership  of  cooperatives,  such  as  those  SunDiamond  serves  as  a 
marketing  agent,  is  composed  of  many  small  businesses.  Each  is  an  independent  grower 
who  manages  his  own  business  on  an  individual  basis  and  who  files  a  separate  tax 
return.  However,  because  specialty  crop  industries  must  achieve  certain  economies  of 
scale  to  be  competitive,  cooperatives  were  formed  by  small  growers  to  achieve  efficient 
and  effective  marketing. 

As  the  regulations  now  stand,  our  member  cooperatives  could  be  excluded  from  priority 
consideration  because  they  do  not  meet  the  definition  of  a  small  entity.    While  the 
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Department  has  this  issue  under  consideration,  it  is  essential  that  the  small  growers  who 
join  agricultural  cooperatives  be  protected.  To  deny  cooperatives  priority  access  to  MPP 
penalizes  the  very  small  businesses/growers  that  Congress  intended  to  benefit.  It  is 
clearly  inconsistent  with  congressional  intent  to  penalize  cooperatives. 

CONCLUSION 

The  SunDiamond  member  cooperatives  strongly  support  the  Market  Promotion  Program. 
The  program's  effectiveness  has  been  demonstrated  not  just  by  increases  in  export  value, 
but  in  the  most  important  of  measurements:  rising  grower  returns  and  export-related 
jobs. 

MPP  is  an  example  of  the  synergistic  impact  that  can  be  realized  through  correctly 
crafted  and  managed  public/private  initiatives.  We  urge  you  to  restore  funding  for  the 
MPP  to  historic  levels  and  to  closely  examine  the  impact  of  recent  legislative  changes. 
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Submitted  Statement  of  Winston  Wilson 
President,  U.S.  Wheat  Associates 

to  the 
House  Appropriations  Subcommittee 
on  Agriculture,  Rural  Development  &  Related  Agencies 
March  22,  1994 


Mr.  Chairman  and  members  of  the  subcommittee: 

My  name  is  Winston  Wilson  and  I  am  President  of  U.S.  Wheat  Associates. 

Our  organization  does  not  engage  in  lobbying  or  trying  to  take  sides  on 
legislation,  but  we  do  occasionally  offer  our  views  on  the  impact  of 
legislation  or  administrative  decisions  on  the  programs  relating  to  U.S. 
agricultural  exports. 

Wheat  producers  were  among  the  early  cooperators  that  were  established  to 
promote  U.S.  bulk  agricultural  exports.   At  that  time,  various  groups  and 
the  Department  of  Agriculture  recognized  that  the  United  States  had  a  major 
competitive  advantage  in  agriculture  and  needed  to  develop  a  program  to 
actively  promote  the  exportation  of  commodities  such  as  cotton,  feed 
grains,  wheat,  soybeans  and  peanuts. 

The  program  was  and  is  today  a  joint  effort  with  U.S.  producers  providing  a 
substantial  share  of  the  cost  and  leadership.   After  World  War  II,  many 
producers  were  convinced  that  they  needed  to  look  beyond  our  borders,  and 
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this  grass  roots  program  got  started.   Thus  the  origin  of  the  term 
cooperator.   This  modest  program  has  been  very  successful  over  the  years  in 
opening  and  developing  markets  for  U.S.  agricultural  exports.   It  never  has 
been  a  very  costly  program  in  terms  of  total  outlays  and  in  relation  to  its 
accomplishments. 

The  cooperator  effort  was  designed  as  a  joint  government  -  private 
partnership  which  was  to  be  more  flexible,  market  oriented  and  less 
expensive  than  another  government  program.   The  portion  of  USDA's  Foreign 
Market  Development  allocation  which  is  earmarked  for  the  cooperator  program 
has  never  exceeded  $37  million,  and  in  recent  years  has  been  in  the  $32-35 
million  range,  depending  on  FAS's  own  needs. 

Last  year  the  Administration  proposed  a  $10  million  reduction  in  the 
cooperator  program,  but  it  was  restored  by  Congress.   This  year  the  $10 
million  cut  has  again  been  proposed.   We  feel  that  the  full  $10  million 
should  be  restored  and  made  available  to  the  cooperator  program.   This  is 
the  seed  money  which  will  bring  forth  corresponding  funds  from  the 
production  side. 

U.S.  agricultural  exports  benefit  the  entire  economy  in  a  major  way.   USDA 
estimated  in  1992  that  each  dollar  of  agricultural  exports  involved  $1.44 
of  additional  activity  in  support  of  these  exports,  i.e.,  the  $42.9  billion 
in  exports  stimulated  additional  economic  activity  of  $61.7  billion.   These 
exports  are  also  credited  with  generating  902,000  full-time  jobs,  including 
562,000  jobs  in  the  nonfarm  sector. 
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Thus,  these  modest  investments  in  market  development  help  bring  economic 
benefits  to  the  economy  far  beyond  just  agriculture.   The  net  favorable 
contribution  to  the  nation's  trade  balance  which  agricultural  exportB  bring 
-  running  presently  at  the  $17-18  billion  level  -  indicates  the  importance 
of  the  sector. 

In  recent  years,  Congress  has  pushed  hard  on  promoting  value-added 
commodities  under  USDA's  export  programs.   This  effort  was  given  a  direct 
stimulus  via  the  Targeted  Export  Assistance  (TEA)  in  the  1985  farm  bill  and 
the  revised  Market  Promotion  Program  (MPP)  in  the  1990  farm  bill. 

The  MPP  was  a  replacement  of  TEA  with  some  revision  in  its  goalB.   MPP  like 
TEA  is  best  suited  to  promote  consumer-ready  products.   Activities  under 
MPP  often  involve  promotion  campaigns  to  acquaint  an  overseas  audience  with 
a  consumer  product  where  advertising  is  a  key  element. 

Activities  under  the  Foreign  Market  Development  framework  are  more  often 
longer  term  and  involve  technical  assistance  or  market  information  to 
resolve  a  problem.   Under  FMD,  the  cooperators  usually  have  resident  staff 
to  stay  in  touch  with  the  market  and  coordinate  technical  activities,  but 
this  kind  of  structure  and  support  is  not  provided  for  under  MPP. 

Funding  for  MPP  has  been  declining  in  recent  years  in  the  face  of 
increasing  budget  pressures.   The  program  authorization  was  at  $325  million 
in  the  1990  Farm  Bill,  but  the  program  levels  have  declined  from  $200 
million  in  FY92  to  $147.7  million  in  FY93  and  $100  million  this  year.   A 
level  of  $75  million  is  proposed  for  FY95. 
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We  would  urge  and  propose  that  the  MPP  funding  level  be  maintained  at  thfe 
$100  million  level  for  FY1995.   Agricultural  exports  are  too  important  to 
be  constantly  facing  a  ratcheting  down  in  interest  and  commitment  from  the 
U.S.  Government. 

The  MPP  has  received  some  unfavorable  attention  in  the  media,  but 
improvements  can  be  made  in  this  basically  sound  program.   The  program  is 
too  important  to  suffer  from  or  be  distracted  by  efforts  of  some  to 
generate  media  attention. 

Mr.  Chairman  it  also  should  be  recognized  by  the  Congress  and  the 
Administration  that  the  completion  of  the  Uruguay  Round  will  not  usher  in 
some  grand  free  trade  regime.   What  we  will  see,  and  it  is  already 
happening,  is  a  more  competitive  environment  with  our  competitors  using  all 
of  their  tools  and  subsidies  to  make  sales  on  a  broader  basis  than  ever 
before.   We  can  do  no  less  if  our  agricultural  exports  are  to  flourish  and 
grow.   It  seems  a  bit  incongruous  that  farm  program  emphasis  is  on  exports, 
but  Congress  and  the  Administration  consistantly  cut  back  on  funding  of 
export  programs. 

Unfortunately,  we  face  some  within  the  government  who  think  that  we  can 
reduce  our  efforts  and  put  export  programs  on  automatic  pilot.   In  the 
export  business,  we  need  to  earn  our  way  every  day.   The  United  States  has 
done  well  in  promoting  and  increasing  its  agricultural  exports,  but  it  has 
required  hard  work  and  creativity.   We  will  need  to  do  more  not  less  in  the 
future,  and  especially  will  we  need  a  creative  partner  in  the  Department  of 
Agriculture.   The  foreign  competition  is  increasing  expenditures  on  export 
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promotion  while  the  Congress  and  Adminsitration  is  attempting  to  decrease 
similar  expenditures.   Priorities  need  to  be  established. 

Mr.  Chairman,  I  will  conclude  by  recommending  that  FMD  and  MPP  be  continued 
as  separate  programs.   The  proposed  $10  million  cut  for  the  FMD  Program 
should  be  restored  and  the  MPP  level  should  be  continued  at  $100  million  in 
FY1995. 

Thank  you  for  the  opportunity  to  offer  our  views. 


Thursday,  March  24,  1994. 
FOREIGN  AGRICULTURAL  SERVICE 

WITNESSES 

EUGENE  MOOS,  UNDER  SECRETARY,  INTERNATIONAL  AFFAIRS  AND 
COMMODITY  PROGRAMS,  DEPARTMENT  OF  AGRICULTURE 

RICHARD  B.  SCHROETER,  ACTING  ADMINISTRATOR,  FOREIGN  AGRI- 
CULTURAL SERVICE 

CHRISTOPHER  E.  GOLDTHWAIT,  GENERAL  SALES  MANAGER 

STEPHEN  B.  DEWHURST,  BUDGET  OFFICER,  DEPARTMENT  OF  AGRI- 
CULTURE 

lynnett  wagner,  acting  deputy  administrator  inter- 
national cooperation  and  development  program,  foreign 
agricultural  service 

Opening  Remarks 

Mr.  Durbin.  Good  morning.  And  let  me  welcome  the  Foreign  Ag- 
ricultural Service,  the  Under  Secretary,  Gene  Moos;  Richard 
Schroeter,  the  Acting  Administrator;  Chris  Goldthwait,  the  General 
Sales  Manager,  and  Steve  Dewhurst,  Office  of  Budget  and  Program 
Analysis. 

And  I  am  sorry,  I  didn't  catch  your  name. 

Ms.  Wagner.  Lynnett  Wagner. 

Mr.  Durbin.  Lynnett  Wagner. 

Mr.  Moos.  WTio  is  our  Acting  Deputy  Administrator  for  the 
International  Cooperation  and  Development  Program. 

Mr.  Durbin.  Happy  to  have  you  with  us. 

And  Mr.  Secretary,  please  proceed.  We  have  your  statement. 

Statement  of  the  Under  Secretary 

Mr.  Moos.  Thank  you  very  much. 

Again,  it  is  a  pleasure  to  be  here,  and  I  do  have  a  statement,  if 
I  could,  I  would  like  to  have  included  in  the  record  and  perhaps 
with  the  indulgence  of  you  and  Mr.  Skeen,  I  could  just  make  a  few 
comments  off  the  top  of  my  head  for  a  moment  before  I  turn  it  over 
to  Mr.  Schroeter  to  give  the  FAS  report. 

I  want  to  assure  the  Subcommittee  and  you,  Mr.  Chairman,  that 
this  Administration  and  Secretary  Espy  have  a  very  keen  and  very 
deep  interest  in  our  export  activities.  There  was  some  question 
raised  earlier  this  week  because  of  the  fact  that  we  haven't  been 
able  to  name  a  permanent  administrator  for  FAS,  that  it  somehow 
equated  to  a  lack  of  interest  on  the  part  of  myself  or  the  Secretary 
in  the  operation  of  that  Agency.  That  is  certainly  not  the  case. 

We  look  upon  the  activities,  the  programs  of  the  Foreign  Agricul- 
tural Service  as  being  critical  to  what  we  see  as  the  need  in  terms 
of  the  overall  agricultural  interest.  We  probably  have  about  30  per- 
cent overcapacity  in  terms  of  agricultural  production  capabilities 
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here  in  the  United  States.  So  that  means  that  the  export  market 
is  critical  to  the  long-term  interests  of  American  agriculture. 

WORLD  MARKET  CHALLENGE 

And,  of  course,  what  is  our  chief  concern  is  how  to  maintain  a 
viable  agricultural  economy,  and  to  do  what  we  need  to  do  to  be 
competitive  in  this  world  market.  We  know  that  we  are  going  to 
have  to  work  hard  to  expand  our  opportunities  in  this  world  mar- 
ket. And  so  that  is  what  we  are  dedicated  to  in  the  Department. 

Speaking  on  behalf  of  Secretary  Espy,  as  well  as  myself,  we  are 
going  to  do  everything  possible  to  expand  our  opportunities  in  the 
world  market.  To  do  that,  we  are  going  to  have  to  have  the  tools 
in  terms  of  export  programs.  And,  of  course,  that  is  what  FAS  is 
all  about.  And  we  hope  that  we  can  look  to  you  for  support  in  that 
effort. 

I  am  particularly  concerned  that  if  we  were  to  have,  for  instance, 
normal  weather  in  this  country  this  coming  crop  year,  and  if  we 
produced  trend  yields,  when  you  combine  that  prospect  with  weak 
foreign  demand  or  the  reduction  in  foreign  demand  as  reflected 
through  the  lack  of  demand  now  from  the  former  Soviet  Union  and 
from  some  other  Eastern  European  countries.  When  you  look  at  it 
in  terms  of  the  potential  diminished  demand  from  China  as  they 
continue  to  produce  bumper  crops,  it  means  that  we  are  going  to 
be  looking  at  a  very  competitive  world  market  situation  for  the  new 
crop. 

So  we  are  going  to  need  all  the  tools  that  we  can  possibly  put 
together;  otherwise,  we  are  just  going  to  see,  weakening  of  domestic 
prices.  In  fact,  we  end  up  adding  as  much  stocks  of  corn  to  the  na- 
tional inventory  as  we  pulled  down  this  last  year  because  of  short 
crops,  I  would  be  worried  about  its  impact  on  domestic  prices. 

So  again,  it  enhances,  it  focuses  the  concern  that  we  have  that 
we  must  continue  these  export  programs.  And  again  we  will  do  ev- 
erything we  can  to  strengthen  that. 

We  have  got  a  good  organization  in  the  Foreign  Agricultural 
Service.  We  have  got  a  group  of  professionals  who  are  dedicated  to 
doing  their  job.  And  so  we  are  also  committed  to  working  with  you 
to  achieve  that  purpose. 

Thank  you  very  much. 

[The  Under  Secretary's  prepared  statement  appears  on  pages  332 
through  334.] 

Mr.  Durbin.  Thank  you  very  much. 

Is  there  another  statement? 

Mr.  Schroeter. 

Statement  of  Acting  Administrator 

Mr.  Schroeter.  Yes,  Mr.  Chairman,  thank  you,  and  Members  of 
the  subcommittee. 

As  you  said,  we  have  submitted  a  statement  for  the  record,  so  I 
will  just  briefly  summarize  some  of  the  highlights  of  that  state- 
ment, if  I  may,  this  morning. 
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MISSION 


First  of  all,  the  FAS  mission,  as  you  know,  is  focused  on  develop- 
ing and  expanding  foreign  markets  for  our  agricultural  products, 
and  to  accomplish  this  objective,  we  administer  a  comprehensive 
portfolio  of  programs  that  touch  virtually  every  corner  of  the  globe 
and  are  tailored  to  the  extent  possible  to  meet  the  varying  stages 
of  economic  development. 

AGENCY  PROGRAMS 

More  recently,  the  merger  of  the  former  Office  of  International 
Cooperation  and  Development,  and  FAS,  in  essence,  expands  our 
tools  to  support  economic  growth  in  developing  countries,  which  we 
believe  will  thereby  create  expanded  demand  for  our  exports. 

The  portfolio  programs  that  we  have  include  on  the  humani- 
tarian assistance  side,  the  Public  Law  480  Program,  Section  416, 
and  the  Food  for  Progress  Program.  For  developing  countries  which 
are  in  a  state  of  transition  to  the  developed  stage,  we  have  our  Ex- 
port Credit  Guarantee  Programs. 

We  have  our  Direct  Export  Subsidy  Programs,  such  as  the  Ex- 
port Enhancement  Program,  and  then  we  have  our  Promotional 
Programs,  which  are  the  Market  Promotion  Program  and  the  For- 
eign Market  Development  Program,  otherwise  known  as  the  Co- 
operator  Program. 

URUGUAY  ROUND 

With  this  array  of  programs,  in  order  to  sell  U.S.  products  over- 
seas, we  first  must  have  access  to  markets,  and  secondly,  have  the 
opportunity  to  sell  on  a  competitive  basis.  One  particularly  signifi- 
cant achievement  in  this  regard  is  the  successful  conclusion  of  the 
Uruguay  Round. 

We  believe  that  this  agreement  will  result  in  significant  improve- 
ments for  agricultural  exporters  in  overseas  markets.  As  a  result 
of  this  agreement,  we  estimate  that  our  exports  will  increase  above 
projected  levels  between  $4.7  to  $8.7  billion  by  the  year  2005. 

Increased  exports  mean  more  export-related  jobs,  which  means 
more  tax  revenue,  higher  farm  prices  and  income,  and  lower  gov- 
ernment outlays.  Perhaps  even  more  important  is  the  discipline  the 
Uruguay  Round  will  apply  to  countries  that  might  otherwise  choose 
the  direction  of  closed  markets.  The  Uruguay  Round  will,  for  exam- 
ple, discipline  production-inducing  internal  supports  and  subsidized 
exports,  factors  with  which  we  have  all  had  a  lot  of  experience  over 
the  past  few  years.  This  is  particularly  important  for  our  large 
trading  partners  that  are  currently  outside  of  the  GATT,  such  as 
China  and  Taiwan,  which  are  now  in  the  process  of  applying  for 
GATT  accession,  and  for  the  Nations  of  the  former  Soviet  Union. 

NAFTA 

In  this  hemisphere  we  have  the  implementation  of  NAFTA, 
which  should  help  improve  our  access  for  agricultural  products  in 
Mexico.  By  the  end  of  the  proposed  15-year  transitional  period  for 
NAFTA,  we  estimate  that  our  agricultural  exports  will  be  about 
$2.6  billion  higher  than  they  would  have  been  in  the  absence  of 
this  agreement. 
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INTERNATIONAL  MARKETS 

In  transitional  markets,  as  I  mentioned  before,  we  continue  to 
build  and  maintain  our  competitiveness  through  our  Commercial 
Credit  Guarantee  Programs  and  our  Direct  Subsidy  Programs  such 
as  EEP  and  our  Dairy  Export  Incentive  Program,  which  we  believe 
have  been  very  effective  tools  in  countering  the  unfair  trade  prac- 
tices of  some  of  our  competitors. 

In  developing  markets,  which  represent  the  biggest  growth  op- 
portunity in  the  21st  Century,  our  Food  Assistance  Programs  play 
a  key  role.  Here  we  have  Public  Law  480,  Section  416(b),  and  the 
Food  for  Progress  Program  which  focus  on  meeting  humanitarian 
needs  and  establishing  a  U.S.  presence  in  emerging  markets. 

Mr.  Chairman  and  members  of  the  subcommittee,  there  is  no 
question  that  today's  environment  requires  us  to  prioritize  and  bet- 
ter target  our  activities.  We  won't  pretend  that  this  has  been  easy. 
Today's  economic  climate  forces  us  to  make  difficult  choices  and  we 
are  trying  to  do  that  on  an  everyday  basis. 

EMPLOYMENT 

For  example,  we  have  reduced  total  Agency  employment  by  5 
percent.  We  have  taken  action  to  close  three  overseas  offices.  We 
have  reduced  costs  in  18  others  and  we  have  reduced  our  domestic 
operating  costs  to  pre- 1990  levels. 

BUDGET  PROPOSALS 

The  aggregate  FAS  fiscal  year  1995  budget,  which  would  include 
the  Office  of  the  General  Sales  Manager,  requests  a  total  appro- 
priated funding  level  of  $126.8  million,  and  proposes  several  major 
program  changes  from  fiscal  year  1994. 

The  budget  proposes  to  reduce  the  government's  contribution 
level  to  the  Foreign  Market  Development  Program  by  $10  million. 
Furthermore,  the  budget  includes  a  request  for  $8.4  million  to 
maintain  the  Commodity  Credit  Corporation  Computer  Facility. 

In  addition,  Mr.  Chairman,  the  budget  proposes  several  adminis- 
trative adjustments  which  I  might  just  briefly  run  through. 

OVERSEAS  EMPLOYMENT 

First  of  all,  we  would  have  an  increase  of  $2.2  million  to  main- 
tain our  existing  overseas  field  staff  near  current  levels.  Addition- 
ally, $733,000  is  requested  to  partially  offset  anticipated  fiscal  year 
1995  pay  costs  and  $565,000  to  offset  domestic  inflation. 

ADMINISTRATIVE  CUTS 

In  support  of  the  President's  Executive  Order  to  reduce  employ- 
ment and  promote  the  efficient  use  of  resources  for  administrative 
purposes,  the  budget  proposes  a  reduction  of  $2.3  million.  In  antici- 
pation of  this  reduction,  we  have  already  reduced  our  cost  exposure 
still  further  from  1994  by  better  targeting  and  prioritizing  our  re- 
sources and  by  closing  our  Agricultural  Trade  Office  in  London  and 
moving  some  trade  offices  out  of  commercial  space  into  embassy 
space,  where  possible.  An  example  here  is  Hamburg,  where  we  are 
moving  our  trade  office  from  private  quarters  into  the  Consulate 
space. 
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CREDIT  GUARANTEE  PROGRAM  BUDGET 

For  the  Export  Credit  Guarantee  Programs,  the  budget  proposes 
a  total  program  level  of  $5.7  billion,  which  is  consistent  with  the 
minimum  levels  established  in  the  Farm  Bill. 

For  the  Public  Law  480  Food  Assistance  Program,  the  budget 
proposes  a  total  program  level  of  just  over  $1.3  billion.  This  will 
support  approximately  4.7  million  tons  of  commodity  assistance  in 
1995. 

For  the  Market  Promotion  Program,  the  budget  proposes  a  pro- 
gram level  of  $75  million  for  fiscal  year  1995.  And  for  our  Export 
Subsidy  Programs,  the  budget  assumes  the  following:  EEP  bonuses 
totaling  up  to  $1  billion,  which,  by  the  way,  will  be  consistent  with 
our  obligations  under  the  Uruguay  Round. 

Moreover,  the  Dairy  Export  Incentive  Program  will  continue  near 
the  current  level.  And  in  the  case  of  vegetable  oils,  we  will  merge 
the  Cottonseed  Oil  Assistance  Program  and  the  Sunflower  Seed  Oil 
Assistance  Program  into  the  EEP.  And  they  will  be  part  of  that  $1 
billion  program. 

This  concludes  my  statement,  Mr.  Chairman. 

We  will  be  glad  to  answer  any  questions  you  may  have. 

Thank  you. 

[Clerk's  note. — The  Acting  Administrator's  statement  appears 
on  pages  335  through  355.  The  Explanatory  Notes  appear  on  pages 
390  through  461.] 

COOPERATOR  PROGRAM 

Mr.  Durbin.  Thanks,  Mr.  Schroeter. 

Let  me  ask  a  few  questions. 

Tell  us  a  little  bit  about  the  $10  million  reduction  in  the  Co- 
operator  Program.  This  program  is  cut  by  a  third,  and  it  reduces 
the  contribution  from  50  percent  to  33  percent.  We  see  there  is  a 
$30  million  unliquidated  balance  in  this  account. 

First,  why  is  it  so  big? 

Mr.  Schroeter.  About  two-thirds  of  the  current  unliquidated 
balance  represents  the  portion  of  long-term  cooperator  project 
agreements  available  for  future  program  activities,  the  remaining 
portion  is  held  in  reserve  for  contingent  liabilities  associated  with 
closing  down  cooperator  overseas  offices.  In  practical  terms,  the 
current  unliquidated  balance  will  support  less  than  one  year  of  pro- 
gram activity. 

Mr.  Durbin.  Is  this  a  decision  by  the  Department  that  this  is  a 
low  priority,  the  Cooperator  Program? 

Mr.  Schroeter.  No,  I  wouldn't  say  it  is  a  low  priority  at  all. 
Market  Development  is  very  much  a  priority  of  the  Department. 

Mr.  Durbin.  Can  you  tell  me  why  such  a  substantial  cut  is  being 
allocated  to  this  program? 

Mr.  Schroeter.  Perhaps  I  should  refer  to  Mr.  Moos  here,  on  that 
question. 

Mr.  Moos.  In  that  regard,  you  know,  the  administration  has  set 
forward  certain  initiatives  and  certain  priorities,  regarding  the 
budget  recommendations.  In  order  to  fund  those  kinds  of  initiatives 
and  objectives,  the  administration  has  had  to  look  for  places  where 
there  are  possible  cost  savings.  The  feeling  was  that  although  this 
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is  a  very  critical  and  important  program,  it  is  a  program  that  per- 
haps the  cooperators,  the  commodity  groups,  the  private  sector, 
could  assume  more  responsibility  for.  And  it  has  nothing  to  do 
whatsoever  with  the  importance  of  the  program. 

COOPERATOR  SYSTEM 

Mr.  Durbin.  Mr.  Moos,  explain  for  the  record  how  the  cooperator 
system  works. 

Mr.  Moos.  Well,  the  cooperator  system  really  is  a  partnership  ar- 
rangement between  the  Federal  Government  and  the  commodity 
groups  or  the  private  sector  to  work  together  in  terms  of  market 
development  and  market  promotion  overseas.  The  cooperator 
groups  furnish  a  certain  amount  of  resources  for  that  program  and 
historically  the  Congress  and  the  Federal  Government  have  sup- 
ported a  certain  share  of  that. 

Mr.  Durbin.  How  many  years  has  this  been  in  existence? 

Mr.  Moos.  Oh,  I  would  guess,  what,  about  30-some  years? 

Mr.  Schroeter.  It  is  about  since  the  1950s,  I  believe. 

Mr.  Moos.  Yes,  it  is  a  long-standing  program.  And,  you  know, 
the  cost-sharing  has  changed  over  the  years. 

COST-SHARING 

Mr.  Durbin.  When  you  say  cost-sharing,  in  practical  terms,  what 
responsibility  do  we  take  on  in  USDA  to  sustain  and  maintain 
their  presence  and  activity? 

Mr.  Moos.  You  want  to  answer  that  with  more  of  a  professional 
experience  than  I  have? 

Mr.  Schroeter.  Would  you  repeat  the  question  one  more  time, 
Mr.  Chairman? 

Mr.  Durbin.  What  are  we  paying  for  in  terms  of  these  coopera- 
tors working,  for  example,  in  an  Embassy  in  Beijing?  Let's  say, 
they  represent  the  Soybean  Association — which  is  close  to  home  for 
me — what  do  we  pay  for?  What  is  USDA  financing  in  that  effort? 

Mr.  Schroeter.  Okay.  Perhaps  I  might  go  back  just  a  minute 
and  explain  that  we  have  two  promotional  programs.  We  have  the 
Market  Promotion  Program  and  the  Foreign  Market  Development 
Program,  with  the  MPP  being  more  high-value  product  oriented, 
where  we  do  not  pay  substantial  administrative  costs  for  offices,  for 
example.  The  funds  are  used  primarily  for  direct  promotion. 

In  the  case  of  the  Cooperator  Program,  we  are  targeting  more  at 
the  bulk  sector.  And  in  this  program,  administrative  costs  are  more 
prominent.  So  a  good  chunk  of  the  monies  there  go  for  administra- 
tion and  basic  trade  servicing. 

When  we  have  an  ATO  overseas,  such  as  in  London  or  Hamburg, 
or  so  forth,  we  try  to  bring  the  cooperators  into  this  trade  office 
and,  in  essence,  we  are  covering  the  cost  of  the  rent  for  them.  So 
I  hope  I  have  tried  to  pick  up  on  one  of  the  points  you  were  cover- 
ing. 

Mr.  Durbin.  As  I  understand  it,  the  money  that  we  are  putting 
into  the  Cooperator  Programs  would  not  be  in  any  way  affected  by 
the  GATT  Agreement;  in  other  words,  it  can  continue? 

Mr.  Schroeter.  No,  promotional  assistance  is  not  considered  to 
be  a  subsidy. 

Mr.  Durbin.  The  same  thing  is  true  for  MPP;  is  it  not? 
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Mr.  SCHROETER.  That  is  correct. 

CUTBACKS 

Mr.  Durbin.  So  these  are  two  areas  that  we  know  help  promote 
bulk  commodity  and  value-added  products  that,  frankly,  are  con- 
sistent with  GATT  policy,  and  yet  we  are  cutting  back  rather  sig- 
nificantly in  those  areas,  a  25  percent  cutback  in  MPP  and  a  cut- 
back of  33  V3  percent  in  the  cooperator  program. 

The  thing  I  find  troublesome  is  that  when  Keith  Collins,  the  De- 
partment economist,  testified  earlier  in  our  hearings,  he  said,  "Ag- 
ricultural exports  will  be  flat  in  fiscal  year  1994,  but  at  a  relatively 
high  level."  And  he  suggested  that  the  state  of  economies  overseas 
had  a  lot  to  do  with  that. 

So  it  strikes  me  as  unusual  that  we  would  find  ourselves  in  a  po- 
sition where  we  have  tools  that  can  help  promote  exports  at  a  time 
when  we  have  the  greatest  challenge  and  we  are  in  fact  cutting 
back  on  those  tools. 

Mr.  Moos.  Well,  we  are  disappointed  that  we  don't  have  more 
money,  that  there  isn't  a  stronger  budget  for  these  programs,  be- 
cause again  we  think  these  programs  are  critical  to  our  ability  to 
enhance  our  competitiveness  around  the  world.  But  we  are  still  a 
part  of  an  overall  administration  which  has  objectives  that  we  all 
have  to  support  and  cooperate  with. 

Mr.  Durbin.  In  other  words,  things  are  tough  all  over? 

Mr.  Moos.  Right. 

SOAP  AND  COAP 

Mr.  Durbin.  Let  me  talk  specifically  about  COAP,  SOAP,  and 
EEP — that  will  tell  the  Department  of  Defense  that  they  aren't  the 
only  ones  who  can  get  lost  in  acronyms.  Mr.  Pomeroy  of  North  Da- 
kota testified  that  he  is  concerned  that  EEP  cannot  step  in  and 
take  the  place  of  the  Cottonseed  Oil  Assistance  Program  and  the 
Sunflower  Oil  Assistance  Program,  because  EEP  by  its  nature  is 
activated  only  when  there  is  direct  competition. 

In  the  case  of  sunflower  oil  and  cottonseed  oil,  it  is  indirect  com- 
petition from  other  types  of  oils.  Can  you  respond  to  that? 

Mr.  Moos.  Chris.  " 

Mr.  Goldthwait.  Mr.  Chairman,  we  believe  that  we  will  be  able 
to  use  EEP  as  a  replacement  for  COAP  and  SOAP  in  most  of  the 
key  markets  for  these  particular  oils.  They  are  not  as  widely  traded 
worldwide  as  other  vegetable  oils,  for  example,  soybean  oil;  but  if 
you  look  at  the  particular  markets  where  we  think  there  is  a  good 
future  for  these  oils,  and  I  would  cite  Egypt,  Algeria,  and  Mexico, 
we  believe  that  we  will  be  able  to  continue  to  support  the  oils  in 
those  key  markets. 

Mr.  SCHROETER.  Could  I  add  just  a  minute? 

Mr.  Durbin.  Sure,  of  course. 

Mr.  SCHROETER.  I  understand  the  point  that  he  is  making,  be- 
cause under  these  two  vegetable  oil  programs  which  are  funded  by 
Section  32,  we  operate  under  different  criteria.  We  don't  have  the 
"unfair  trade  practice"  criteria.  With  the  recent  agreement  we 
reached  with  the  EC  where  they  are  removing  some  of  their  sub- 
sidies and  they  are  putting  in  some  restrictive  measures  on  soy- 
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bean  production,  he  is  concerned  that  the  basis  for  further  sub- 
sidies will  not  be  there. 

However,  I  think  that  is  probably  not  the  case,  I  think  there  are 
still  vegetable  oil  subsidies  in  the  world  that  we  can  meet  under 
EEP. 

Mr.  Durbin.  I  don't  know  that  you  will  ever  be  able  to  satisfy 
or  convince  him,  but  Mr.  Pomeroy  is  a  reasonable  man,  and  I 
would  like  to  ask  you  if  you  would  consider  meeting  with  him  and 
discussing  this  aspect  of  it?  Because  I  would  like  to  satisfy  him 
that  what  you  say  is  going  to  not  work  as  a  great  detriment  when 
it  comes  to  sunflower  oil  and  cottonseed  oil  exports. 

SUNFLOWERSEED  OIL  ASSISTANCE  PROGRAM 

Mr.  Durbin.  Please  describe  what  has  happened  under  the 
Sunflowerseed  Oil  Assistance  Program  during  calendar  year  1993. 

Mr.  Schroeter.  I  will  provide  for  the  record  a  table  that  reflects 
the  total  value  of  bonuses  by  country  awarded  to  exporters  under 
the  Sunflowerseed  Oil  Assistance  Program  during  calendar  year 
1993. 

[The  information  follows:] 

SUNFLOWERSEED  OIL  ASSISTANCE  PROGRAM  AWARDS  FOR  CALENDAR  YEAR  1993  BY  COUNTRY 

Algeria  37,500.00  MT  $4,121,340.00 

Guatemala  22,350.00  MT  3.1 18,477.50 

Mexico 120.055.00  MT  15,832,603.02 

Turkey  30.000.00  MT  2,023,495.00 

Venezuela 21,000.00  MT  2,387.220  00 

CY  total  230.905.00  MT  27,483.135.52 

Mr.  Durbin.  What  are  your  plans  for  1994? 

Mr.  Schroeter.  For  fiscal  1994,  the  Department  targeted  21 
countries  for  a  total  of  365,000  metric  tons  of  sunflowerseed  oil.  I 
will  provide  a  list  of  the  countries  and  quantity  targeted  for  each 
country. 

[The  information  follows:] 

Fiscal  Year  1994  Sunflowerseed  Oil  Assistance  Program  Quantity  Targeted 

Metric 
Country  tons 

Algeria  70,000 

Dominican  Republic 10,000 

Egypt  40,000 

El  Salvador 15,000 

Former  Soviet  Union  »  40,000 

Guatemala  30,000 

Mexico 100,000 

Slovenia  10,000 

Turkey  30,000 

Venezuela  20,000 

1  Covers  the  12  individual  Republics. 

COTTONSEED  OIL  ASSISTANCE  PROGRAM 

Mr.  Durbin.  Please  describe  what  has  happened  during  calendar 
year  1993  under  the  Cottonseed  Oil  Assistance  Program. 

Mr.  Schroeter.  I  will  provide  for  the  record  a  table  that  reflects 
the  total  value  of  bonuses  by  country  awarded  to  exporters  under 
the  Cottonseed  Oil  Assistance  Program  during  calendar  year  1993. 
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[The  information  follows:] 

COTTONSEED  OIL  ASSISTANCE  PROGRAM  AWARDS  FOR  CALENDAR  YEAR  1993  BY  COUNTRY 

Country  Metric  tons  Amount 

El  Salvador 19.000.00  $2,892,005.50 

Guatemala  900.00  115.545  00 

Mexico 5.500.00  450.710.00 

Nicaragua  5,200.00  866,683  00 

Turkey  500.00  93.375  00 

Venezuela 3,000.00  404,630  00 

CY  total  34,100.00  4,822.948.50 

Mr.  Durbin.  What  are  your  plans  for  1994? 

Mr.  Schroeter.  For  FY  1994,  the  Department  targeted  8  coun- 
tries for  a  total  of  205,000  metric  tons  of  cottonseed  oil.  I  will  pro- 
vide for  the  record  a  table  showing  the  countries  and  quantity  tar- 
geted for  each  country. 

[The  information  follows:] 

Fiscal  Year  1994  Cottonseed  Oil  Assistance  Program 

Country:  Quantity  targeted 

(MT) 

Dominican  Republic  (10,000) 

Egypt  (60,000) 

El  Salvador (40,000) 

Guatemala (15,000) 

Mexico (10,000) 

Nicaragua  (10,000) 

Turkey  (40,000) 

Venezuela (20,000) 


PUBLIC  LAW  480  PROJECTIONS 

Mr.  Durbin.  Public  Law  480  is  taking  a  pretty  substantial  cut 
here,  $252  million.  We  have  had  representatives  of  voluntary  serv- 
ice organizations  such  as  CARE  testify  that  this  can  have  a  very 
negative  impact  on  the  U.S.  role  in  feeding  hungry  people  overseas 
and  some  of  the  most  tragic  situations  in  our  world,  particularly 
under  Title  II. 

There  is  also  a  more  selfish  and  self-centered  aspect,  and  that  is 
the  impact  on  our  exports  once  we  cut  back  in  terms  of  Public  Law 
480.  Have  you  made  any  kind  of  analysis  or  projection  on  what 
these  Public  Law  480  numbers  will  mean  to  the  American  mar- 
kets? 

Mr.  Goldthwait.  We  have  looked  at  the  projections  basically  on 
a  tonnage  basis,  and  they  would  reflect  a  drop  in  the  tonnage  of 
exports  of  about  400,000  tons. 

I  would  make  two  additional  points  that  will  help  to  perhaps  put 
this  particular  cut  in  perspective.  One  is  that  we  are  committed  to 
continuing  to  use  our  other  Food  Aid  Programs  to  the  maximum 
extent  possible,  the  Section  416  Program,  as  well  as  the  Food  for 
Progress  Program.  That,  particularly  the  use  of  the  Food  for 
Progress  Program,  will  help  to  offset  a  little  of  the  drop  in  that  ton- 
nage. 

We  also,  of  course,  in  respect  to  this  particular  program,  have 
had  to  make  the  very  same  kind  of  difficult  trade-off  decisions.  In 
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some  cases,  we  are  contrasting  the  tradeoffs  between  cutbacks  in 
domestic  programs  and  in  foreign  assistance  programs. 

It  comes  back  to  the  statement  you  made  a  few  minutes  ago  of 
things  just  being  very,  very  tough  all  over.  And  it  is  necessary  to 
make  some  cuts  that  we  don't  like  to  make  somewhere. 

Mr.  Durbin.  What  was  the  figure  you  used;  400,000  tons? 

Mr.  Goldthwait.  Roughly,  400,000  tons. 

Mr.  Durbin.  400,000  metric  tons,  would  be  taken  out  of  the  Pub- 
lic Law  480  Program  by  these  cuts  of  $252  million? 

Mr.  Goldthwait.  That  is  correct. 

Mr.  Durbin.  And  are  you  suggesting  that  other  program  activity 
could  make  up  the  difference? 

Mr.  Goldthwait.  Not  entirely,  because  we  would  use  those  other 
program  activities  to  some  degree,  in  any  event.  We  will  make  up 
a  little  bit  of  the  difference  by  full  use  of  the  Food  for  Progress  Pro- 
gram up  to  its  maximum  500,000-ton  ceiling.  That  will  probably 
come  a  little  under  that  500,000-ton  ceiling  this  year. 

Mr.  Durbin.  But  you  are  not  asking  for  increases  in  those  pro- 
grams either;  are  you? 

Mr.  Goldthwait.  No,  we  are  not. 

Mr.  Durbin.  Well,  I  don't  follow  how  that  is  going  to  make  any 
difference.  If  you  are  providing  the  same  levels  for  those  programs 
as  in  previous  years,  and  cutting  Public  Law  480  and  seeing  a  loss 
of  400,000  metric  tons,  I  don't  quite  understand  how  those  other 
programs  are  going  to  make  up  any  part  of  the  difference? 

FOOD  FOR  PROGRESS  PROGRAM  LEVEL 

Mr.  Goldthwait.  The  Food  for  Progress  Program,  in  effect,  is  op- 
erated at  discretionary  levels.  This  year,  we  are  planning  to  use  up 
to  the  level  of,  roughly,  400,000  tons.  Next  year,  we  will  try  to  find 
ways  to  use  that  program  up  to  its  full  500,000-ton  level. 

Mr.  Durbin.  So  that  would  make  up  for  100,000  tons  of  the 
400,000  loss? 

Mr.  Goldthwait.  That  is  correct. 

IMPACT  ON  MARKET  PRICES 

Mr.  Durbin.  Do  you  project  any  impact  on  prices  of  a  net 
300,000-ton  loss? 

Mr.  Goldthwait.  We  have  not  done  a  specific  price  projection. 
The  other  opportunity,  of  course,  is  to  try  to  compensate  for  some 
of  this  drawback  through  commercial  sales  in  other  markets.  For 
example,  the  commercial  programs  are  all  continued  at  basically 
the  same  programming  level;  and  we  have  the  opportunity  to  try 
to  again  make  up  for  some  of  this  loss  through  the  use  of  those 
commercial  programs. 

RUSSIAN  DEBT 

Mr.  Durbin.  Leads  to  my  last  question,  that  is  our  relationship 
with  Russia.  "Another  year  older  and  deeper  in  debt."  How  bad  is 
it? 

Mr.  Goldthwait.  Well,  there  are  a  couple  of  things  about  the 
Russian  program  I  would  point  out.  First  of  all,  I  think  it  is  clear 
to   everyone   that    demand   by   Russia   for   imported    grains   has 
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dropped  more  than  people  had  expected.  The  Russian  Government 
at  the  top  levels  has  made  statements  to  the  effect  that  they  do  not 
have  any  immediate  import  plans  for  grains. 

We  think  that  on  a  longer-term  there  will  be  some  imports  of 
grains.  We  think  that  after  their  own  harvest  is  better  known, 
there  probably  will  be  some  opportunities  and  we  are  looking  at 
ways  that  we  can  continue  to  take  advantage  of  that. 

With  respect  to  debt  specifically,  the  Russians  are  basically  up- 
to-date  in  terms  of  their  payments  to  CCC  on  that  portion  of  debt, 
which  has  not  been  rescheduled.  In  fact,  of  the  total  of  about  $5 
billion  of  credit  guarantees  made  available  through  U.S.  banks  to 
Russia,  some  $2  billion  has  already  been  repaid. 

We  would  review  the  possibility  of  using  credit  guarantees  in  the 
event  that  we  saw  demand  by  Russia  for  some  level  of  imports  of 
grains,  or,  for  that  matter,  other  commodities. 

Mr.  Durbin.  If  we  reschedule  the  $1.4  billion  of  their  debt  will 
they  be  considered  eligible  for  additional  loans? 

Mr.  Schroeter.  Following  the  breakup  of  the  Soviet  Union,  the 
Russian  Federation  assumed  responsibility  for  all  CCC  debt  in- 
curred under  the  GSM- 102  Export  Credit  Guarantee  programs  to 
both  Russia  and  the  former  Soviet  Union.  On  April  2,  1992,  the 
Russian  Federation  and  the  United  States  agreed  to  reschedule  ap- 
proximately $1.0  billion  of  CCC-guaranteed  debt  coming  due 
through  December  31,  1993.  On  January  20,  1994,  the  terms  of  the 
rescheduling  agreement  were  extended  through  April  30,  1994,  cov- 
ering approximately  $320  million  in  additional  CCC  payments  com- 
ing due. 

Through  December  31,  1993,  the  Russian  Federation  had  repaid 
approximately  $1.4  billion  in  principal,  plus  approximately  $300 
million  in  interest.  The  Russian  Federation  still  owes  approxi- 
mately $3.3  billion  in  principal  for  guaranteed  shipments,  plus  ap- 
proximately $200  million  in  interest.  As  of  late  March,  the  Russian 
Federation  had  a  $5.2  million  arrearage  to  CCC  and  recently  re- 
quested that  this  amount  be  included  under  the  rescheduling 
agreement  extension. 

Russian  officials  have  not  requested  any  new  credit  guarantee 
program  in  FY  1994.  USDA  is  considering  the  potential  for  a  pri- 
vate sector  GSM- 102  program  for  the  Russian  Federation.  The 
level  of  any  new  GSM  programming  to  Russia  will  be  substantially 
less  than  in  FY  1991  and  FY  1992,  as  current  economic  and  politi- 
cal conditions  have  significantly  reduced  the  country's  creditworthi- 
ness. 

FORMER  SOVIET  UNION 

Mr.  Durbin.  How  large  a  market  is  the  former  Soviet  Union,  by 
country,  and  what  were  the  main  commodities  they  bought  during 
fiscal  1993? 

Mr.  Schroeter.  U.S.  agricultural  exports  to  the  FSU  totaled 
$1.4  billion  in  1993,  or  46  percent  less  than  the  previous  year.  This 
decline  was  due  to  lower  shipments  of  wheat,  coarse  grains,  mainly 
feed-quality  corn  and  soybean  meal.  These  three  products  ac- 
counted for  three-fourths  of  U.S.  sales  in  1993.  Despite  this  decline, 
the  FSU  was  the  eighth  largest  market  for  U.S.  agricultural  prod- 
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ucts  if  we  consider  the  countries  of  the  European  Union  a  single 
market. 

With  respect  to  the  individual  republics,  the  Russian  Federation 
followed  by  the  Ukraine  clearly  remain  the  most  important  mar- 
kets for  U.S.  goods.  Nearly  three-fourths  of  U.S.  exports  to  the  FSU 
are  shipped  to  these  two  countries.  Last  year,  the  Russian  Federa- 
tion accounted  for  59  percent  of  total  U.S.  shipments,  while  the 
Ukraine  accounted  for  another  13  percent.  Coarse  grains  and 
wheat  followed  by  soybean  meal,  dairy  products  and  snack  foods 
were  the  top  five  products  shipped  to  the  Russian  Federation.  To- 
gether they  made  up  84  percent  of  U.S.  sales  in  1993.  Coarse 
grains  and  wheat  followed  by  planting  seeds,  rice  and  dairy  prod- 
ucts were  the  top  five  products  shipped  to  the  Ukraine.  Together 
they  made  up  96  percent  of  U.S.  sales  in  1993. 

Of  the  remaining  13  former  republics — if  we  include  the  three 
Baltic  States — only  Uzbekistan,  Belarus  and  Armenia  purchased 
over  $50  million  in  U.S.  agricultural  products  in  1993.  Here  too, 
wheat,  coarse  grains  and  dairy  products  were  the  major  exports  to 
these  three  countries.  In  addition  to  dairy  products,  other  high- 
value  products  that  made  the  top  five  list  were  soybean  meal,  ani- 
mal fats,  processed  fruits  and  vegetables  and  snack  foods.  U.S.  ex- 
ports to  the  Baltic  States  ranged  between  $16  million  and  $32  mil- 
lion in  1993.  Here,  more  consumer-oriented  products  reached  the 
top  five  list.  In  addition  to  snack  foods  and  dairy  products,  fruit 
juices,  beverage  bases,  pasta  and  beer  were  also  present. 

I  will  provide  for  the  record  a  list  of  the  top  five  products  by 
country. 

[The  information  follows:] 
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U.S.  Agricultural  Exports  to  the  Republics  of  the  Former  Soviet  Union,  FY  1993 
Top  Five  Products  (by  value)  and  Total  Trade 


Country 

#1 

n 

#3 

#4 

#5 

%  of 
Total 

Total 
Exports 

Former  Soviet  Union 

Wheat 

Coarse  Grain 

Soy  Meal 

Dairy  Prods 

Snack  Fds 

«><•; 

$1,435  mil. 

Russian  Federation 

Coarse  Gram 

Wheat 

Soy  Meal 

Dairy  Prods 

Snack  Fds 

84% 

$846  mil. 

Ukraine 

Coarse  Grain 

Wheat 

Seeds 

Rice 

Dairy  Prods 

96% 

$184  mil. 

Uzbekistan 

Wheat 

Dairy  Prods 

— 

— 

_ 

99% 

$82  mil. 

Belarus 

Coarse  Grain 

Dairy  Prods 

Wheat 

Soy  Meal 

Fruit  &.  Vegs 

75% 

$79  mil. 

Armenia 

Wheat 

Dairy  Prods 

Rice 

Animal  Fats 

Snack  Fds 

99% 

$58  mil. 

Georgia 

Wheat 

Milk  Substit 

Mayonnaise 

Egg  Prods 

Dried  Beans 

99% 

$30  mil. 

Moldova 

Wheat 

Coarse  Grain 

Wheat  Flour 

Dairy  Prods 

— 

100% 

$28  mil. 

Kyrgyzstan 

Wheat 

_ 

— 

— 

— 

100% 

$16  mil. 

Turkmenistan 

Wheat 

_ 

— 

— 

— 

100% 

$9  mil. 

Tajikistan 

Wheat 

— 

— 

— 

— 

100% 

$8  mil. 

Kazakhstan 

Animal  Fats 

Fruit  Juices 

— 

— 

100% 

$6  mil. 

Azerbaijan 

— 

— 

— 

— 

zero 

Lithuania 

Soy  Meal 

Coarse  Grain 

Dairy  Prods 

Bev  Bases 

100% 

$32  mil. 

Estonia 

Soybeans 

Coarse  Grain 

Cotton 

Wheat 

— 

99% 

$30  mil 

Latvia 

Wheat 

Snack  Fds 

Fruit  Juices 

Pasta 

Beer 

91% 

$16  mil 
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Mr.  Durbin.  How  does  the  purchase  of  valued  added  products  in 
1993  compare  with  1992? 

Mr.  Schroeter.  There  was  no  change  in  the  overall  mix  of  U.S. 
products  shipped  to  the  FSU  from  1992  to  1993.  In  both  years, 
high-value  products  accounted  for  30  percent  of  the  total  shipment 
value  while  whole  bulk  commodities  accounted  for  the  remaining 
70  percent.  However,  change  was  evident  in  the  composition  of 
high-value  products  snipped. 

As  the  value  of  U.S.  consumer-oriented  products  nearly  doubled 
from  $125  million  to  $235  million,  intermediate  products  slipped 
from  84  percent  to  45  percent  of  high-value  product  exports.  De- 
spite gains  for  live  animals  and  planting  seeds,  large  losses  for  soy- 
bean meal  and  oil  caused  a  drop  in  the  export  value  for  the  inter- 
mediate products  category  from  $655  million  to  $194  million.  On 
the  other  hand,  sales  gains  for  consumer  foods  were  broad  based 
with  the  largest  value  gains  records  by  dairy  products,  snack  foods, 
processed  fruits  and  vegetables  and  beer. 

Mr.  Durbin.  What  percent  of  the  U.S.  sales  to  the  former  Soviet 
Union  are  commercial  sales,  and  what  percent  are  government-in- 
volved sales? 

Mr.  Schroeter.  Most  of  the  $1.4  billion  in  U.S.  agricultural 
sales  to  the  former  Soviet  Union,  inclusive  of  the  Baltic  States,  in 
fiscal  year  1993  were  carried  out  with  some  government  program 
involvement.  Approximately  60  percent  involved  programs  such  as 
GSM- 102  or  the  Export  Enhancement  Program,  which  are  consid- 
ered commercial  transactions  by  USDA.  The  remaining  balance  of 
approximately  40  percent  of  U.S.  exports  was  concessional  aid,  in- 
cluding commodities  made  available  under  P.L.  480,  Section  416 
and  Food  for  Progress. 

Mr.  DURBIN.  What  is  the  total  quantity  of  commodities  sold  to 
the  former  Soviet  Union  under  the  EEP  program  during  calendar 
year  1993,  and  what  was  the  value  of  the  bonuses  paid  in  connec- 
tion with  those  sales?  You  might  list  those  sales  by  country  and 
commodity.  How  do  these  sales  compare  with  1992? 

Mr.  Schroeter.  I  will  provide  for  the  record  a  table  that  reflects 
the  total  quantity  of  commodities  sold  to  the  former  Soviet  Union 
under  the  EEP  program  during  calendar  year  1993  and  calendar 
year  1992  for  comparison.  I  can  not  list  those  sales  by  independent 
state,  since  the  commodities  can  be  exported  to  any  eligible  state 
listed  in  the  Invitation. 

[The  information  follows:] 

EXPORT  ENHANCEMENT  PROGRAM  AWARDS  FOR  THE  FORMER  SOVIET  UNION 


Commodity  Quanity — U0M  Mean  bonus 

Calendar  Year  1992: 

Feed  Grains  399.500  MT  $12,320,255.00 

Rice 55.000  MT  4,007,200.00 

Vegetable  Oil  30,310  MT  1,822,080.00 

Wheat 6,255,360  MT  200,615,020  55 

Mean  total 218,764,555.55 

Calendar  Year  1993: 

Barley  Malt  80  MT  $11,880.00 

Feed  Grains  20.000  MT  689.400  00 
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EXPORT  ENHANCEMENT  PROGRAM  AWARDS  FOR  THE  FORMER  SOVIET  UNION— Continued 


Commodity 

Quanity— UOM 

Mean  bonus 

Wheat 

1,460,812  MT 

68.427.5J5.54 

Mean  total 

69,128.815  54 

COOPERATIVE  AGRICULTURE  IN  RUSSIA 

Mr.  Durbin.  My  last  question  on  Russia  relates  to  our  policy. 
And  one  of  the  things  the  Foreign  Agricultural  Service  does  in  ad- 
dition to  promoting  exports  is  to  try  to  promote  some  economic 
growth  through  agriculture  in  foreign  countries.  I  recently  have 
come  to  know  a  gentleman,  you  may  know,  Mr.  Moos,  John  Crystal 
of  Iowa,  who  has  been  involved  in  the  analysis  of  Russian  agri- 
culture since  Khrushchev  visited  his  father's  farm  in  the  1950s  in 
Iowa. 

Mr.  Crystal  has  made  countless  trips  there  and  is  fairly  well  up 
to  speed  on  what  is  happening.  He  suggested  that  one  of  the  real 
flaws  in  thinking  is  the  belief  that  Russia  can  move  from  a  collec- 
tive farm  system  to  privatized  agriculture.  He  said  that  is  too  great 
a  leap  as  far  as  he  is  concerned.  He  does  think  there  is  hope  for 
promoting  cooperative  agriculture  in  Russia  as  an  alternative.  He 
feels  that  cooperative  farming  is  more  manageable  with  their  mind- 
set and  present-day  resources. 

Can  you  tell  me  what  the  Foreign  Agriculture  Service  is  doing 
to  try  to  help,  if  anything,  the  development  of  modern  agriculture 
in  Russia? 

TECHNICAL  ASSISTANCE 

Mr.  Goldthwait.  We  are  doing,  Mr.  Chairman,  a  number  of 
projects  in  Russia,  and  we  are  looking  at  a  future  Russian  agri- 
culture that  will  probably  operate,  at  least  for  some  time,  under  a 
variety  of  systems.  We  have  two  projects  I  would  cite  in  particular, 
that  are  designed  to  help  the  restructuring  of  Russian  farming 
per  se. 

One  of  these  is  what  I  call  our  "Model  Farmer  Project"  near  St. 
Petersburg,  where  we  are  actually  supporting  the  establishment  of 
21  individual  private  farms  on  land  that  formerly  belonged  to  a  col- 
lective farm. 

The  second  gets  at  the  sort  of  thing  that  Mr.  Crystal  is  talking 
about.  We  are  working  through  Texas  A&M  University,  in  support- 
ing the  restructuring  of  a  large  collective  farm  in  the  State  of 
Tadzhikistan,  in  again  the  direction  of  a  cooperative.  These  are  a 
couple  of  the  activities  that  we  are  undertaking  in  that  regard. 

Mr.  Durbin.  Are  we  doing  things  in  other  emerging  democracies, 
former  Republics  of  the  Soviet  Union  or  Eastern  European  coun- 
tries, along  the  same  lines? 

Mr.  Goldthwait.  We  are  doing  quite  a  lot  in  a  number  of  the 
other  countries.  We  have  had  active  programs  in  Poland  and  in 
Bulgaria.  We  have  programs  in  Armenia  and  other  parts  of  the 
former  Soviet  Union.  Most  of  these  are  other  kinds  of  activities. 

The  assignment  of  policy  advisers  to  their  Ministries  of  Agri- 
culture, which  serves  not  only  their  privatization  and  restructuring 
of  their  agriculture,  but  also  serves  the  development  of  a  trade  re- 
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gime  that  is  more  in  line  with  what  we  think  a  trade  regime  should 
be.  And  we  have  our  Cochran  Program,  on  which  Ms.  Wagner 
might  want  to  make  a  couple  of  additional  comments. 
Mr.  Durbin.  If  she  would  like  to,  please. 

COCHRAN  FELLOWSHIPS  PROGRAM 

Ms.  Wagner.  We  have  a  large  Cochran  Program 

Mr.  Durbin.  What  is  the  program? 

Ms.  Wagner.  The  Cochran  Fellowship  Program,  where  we  bring 
people  from  foreign  countries  to  the  United  States  for  roughly  a 
month  of  training.  Last  year  we  had  about  358  people  from  the 
former  Soviet  Union  and  Eastern  Europe  and  we  hope  that  with 
some  additional  funds  from  AID  this  year,  we  will  be  able  to  in- 
crease that  level  of  programming  again. 

Mr.  Durbin.  Thank  you. 

former  soviet  union  countries 

Mr.  Moos.  If  I  may  comment  here  as  well,  we  are  doing  as  much 
as  we  can  in  terms  of  technical  assistance.  And  in  any  other  kind 
of  program  that  we  can  to  help  the  Russians  and  the  other  former 
Soviet  Union  countries  to  move  forward  in  terms  of  their  develop- 
ing their  agricultural  potential. 

The  biggest  thing  that  has  been  done  in  that  regard,  in  our  judg- 
ment at  least,  is  that  they  have  started  paying  their  farmers  a 
more  realistic  price  for  the  product  that  they  produce.  And  common 
sense  tells  us  that  with  that  kind  of  an  incentive  Russian  agri- 
culture will  probably  restructure  itself  along  those  kinds  of  lines. 

The  other  thing  that  we  have  to  take  into  account,  and  I  am  sym- 
pathetic with  most  of  Mr.  Crystal's  comments  here,  but,  given  the 
surging  rates  of  inflation  that  Russia  and  other  countries  are  expe- 
riencing, that  one  of  the  best  forms  of  currency  is  to  have  a  supply 
of  food. 

A  lot  of  those  farmers  are  looking  at  this  kind  of  an  incentive, 
they  are  not  marketing  the  food  until  they  need  to.  And  right  now 
it  is  my  understanding  that  there  are  still  sizeable  stocks  of  grain 
being  held  by  Russian  farmers  because  that  is  the  only  way  they 
can  protect  their  economic  interests. 

people's  republic  of  china 

Mr.  Durbin.  What  have  been  our  sales  to  the  People's  Republic 
of  China  during  fiscal  1993,  and  what  is  the  outlook  for  1994?  You 
might  discuss  that  both  in  terms  of  commercial  sales  and  govern- 
ment-assisted sales. 

Mr.  Schroeter.  In  1993,  U.S.  agricultural  exports  to  the  Peo- 
ple's Republic  of  China — PRC — totaled  $317  million — this  figure 
rises  to  $484  million  if  wood  and  fish  products  are  included.  Cur- 
rent U.S.  exports  are  running  far  below  the  levels  recorded  over  the 
past  15  years  which  were  as  high  as  $1  to  $2  billion  per  year.  U.S. 
agricultural  exports  are  forecast  to  fall  slightly  to  around  $300  mil- 
lion in  1994.  This  projected  decline  stems  from  modest  anticipated 
reductions  in  a  wide  range  of  commodities.  However,  increased 
sales  for  poultry  meat,  cattle  hides  and  other  animal  products 
should  help  minimize  the  overall  decline. 
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Currently,  the  only  government-assisted  sale  to  the  PRC  is  wheat 
moving  under  the  Export  Enhancement  Program.  Virtually  all 
wheat  sales  to  the  PRC  moved  under  this  program  in  1993.  The 
Department  continues  to  review  new  options  to  use  other  programs 
for  a  variety  of  commodities  in  the  future. 

In  1993,  three-fourths  of  U.S.  agricultural  exports  to  the  PRC 
were  made  up  of  wheat  and  soybeans  which  fall  in  the  bulk  com- 
modity category.  The  United  States  shipped  2.16  million  metric 
tons  of  wheat  valued  at  $234  million,  and  61,000  metric  tons  of  soy- 
beans valued  at  $14  million.  With  respect  to  high-value  products, 
the  major  items  were  poultry  meat — $15  million — hides  and 
skins — $11  million — and  tree  nuts — $8  million.  With  respect  to 
wood  and  fish  products,  U.S.  suppliers  exported  $132  million  in 
logs  and  $20  million  in  crab  meat. 

Mr.  DURBIN.  What  EEP  sales  were  made  to  China  during  cal- 
endar years  1992  and  1993  and  what  bonuses  were  paid  on  those 
sales? 

Mr.  Schroeter.  Under  the  Export  Enhancement  Program — 
EEP — two  million  metric  tons  and  about  800,000  metric  tons  of 
wheat  were  sold  to  China  during  calendar  years  1992  and  1993,  re- 
spectively. U.S.  exporters  were  awarded  bonuses  totalling  $80  mil- 
lion and  $39  million  for  these  same  years  respectively. 

GATT 

Mr.  DURBIN.  What  is  the  status  of  finalizing  all  the  details  of  the 
GATT  agreement? 

Mr.  Schroeter.  With  respect  to  the  Agriculture  Agreement  of 
the  Uruguay  Round,  the  process  of  "verifying"  country  commit- 
ments has  been  completed.  Only  a  few  relatively  minor  issues  re- 
main outstanding,  but  we  expect  to  resolve  them  soon. 

Mr.  Durbin.  When  and  where  will  the  formal  signing  of  the 
GATT  agreement  take  place? 

Mr.  Schroeter.  The  formal  signing  of  the  Uruguay  Round  GATT 
agreement  will  take  place  on  April  15,  1994,  in  Marrakech,  Mo- 
rocco. 

Mr.  Durbin.  Has  it  been  decided  where  the  World  Trade  Organi- 
zation— WTO — will  be  located,  what  its  annual  budget  will  be,  and 
what  will  be  the  U.S.  share  of  that  budget? 

Mr.  Schroeter.  The  Final  Act  of  the  Uruguay  Round  only  stipu- 
lates that  a  headquarters  agreement  may  be  concluded  by  the 
WTO.  That  decision  must  await  the  formation  of  the  WTO  and  a 
decision  by  its  members.  With  respect  to  budget  and  U.S.  contribu- 
tions, that  also  will  be  decided  by  the  members  upon  formation  of 
the  WTO.  The  Final  Act  states,  however,  that  the  financial  regula- 
tions of  the  WTO  shall  be  based,  as  far  as  practicable,  on  the  regu- 
lations and  practices  of  the  GATT  as  it  currently  stands.  As  such, 
U.S.  financial  contributions  to  the  WTO  should  be  analogous  to  our 
current  GATT  obligations. 

EXPORT  ENHANCEMENT  PROGRAM 

Mr.  DURBIN.  Please  provide  for  the  record  a  table  showing  the 
total  value  of  bonuses  paid  by  exporters  under  the  Export  Enhance- 
ment Program  since  the  inception  of  the  program? 
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Mr.  SCHROETER.  I  will  provide  for  the  record  a  table  that  reflects 
the  total  value  of  bonuses  awarded  to  exporters  under  the  Export 
Enhancement  Program  since  the  inception  of  the  program. 

[The  information  follows:] 


211 


29 -Mar -1994 

EXPORTER  RANKING  BY  AWARDS  UNDER  THE  EXPORT  ENHANCEMENT  PROGRAM 
FOR  ENTIRE  EEP  PROGRAM 


EXPORTER 

1  Cargill  Inc. 

2  Continental  6rain  Company 

3  Louis  Dreyfus  Corporation 

4  Ferruzzi  Trading  U.S.A.,  Inc. 

5  Bunge  Corporation 

6  CAM  USA,  Inc. 

7  Peavey  Company 

8  Farmland  Industries,  Inc.  Grain  Div 

9  Garnac  Grain  Co.,  Inc. 

10  Pillsbury  Company,  The 

11  Artfer  Incorporated 

12  Tradigrain,  Inc. 

13  Alfred  C.  Toepfer  International,  In 

14  Harvest  States  Cooperatives 

15  ADM  Hilling  Co. 

16  J.  Aron  and  Company 

17  Richco  Grain,  Ltd. 

18  Mitsubishi  International 

19  Columbia  Grain  International,  Inc. 

20  Gold  Kist,  Inc. 

21  Harubeni  America  Corporation 

22  Coprostates,  Inc. 

23  Voest-Alpine  Trading  USA  Corp. 

24  Entrade  International,  Ltd. 

25  Hitsui  Grain  Corporation 

26  ConAgra  Poultry  Company 

27  Bartlett  and  Company 

28  International  Multi foods  Corporatio 

29  ITOCHU  International  Inc. 

30  Amber,  Inc. 

31  Commodity  Specialists  Company 

32  Central  States  Enterprises,  Inc. 

33  Esmah  Nevada,  Inc. 

34  ConAgra  Grain  Processing  Export  Com 

35  Nichimen  America,  Inc. 

36  Alliance  Grain,  Inc. 

37  Nissho  Iwai  American  Corp. 

38  Land  0'  Lakes,  Inc. 

39  Hitsui  &  Co.  (U.S.A.),  Inc. 

40  United  Grain  Corporation 

41  American  Harketing  Services,  Inc. 

42  Fast  Food  Merchandisers,  Inc. 

43  Archer  Daniels  Midland  Company 

44  North  American  Trading  Corporation 

45  Granplex,  Inc. 

46  Froedtert  Malt  Corporation 


TOTAL  BONUSES 

AWARDED  BASED  ON 

MEAN  QUANTITIES 

FOR  ALL  COMMODITIES 

$1,196,950,797.20 

$988,191,150.26 

$881,347,721.07 

$246,527,285.00 

$243,527,506.56 

$234,267,220.48 

$231,266,110.62 

$186,591,418.47 

$161,389,867.30 

$160,559,681.65 

$140,736,583.99 

$124,008,405.80 

$115,766,090.30 

$115,468,743.97 

$102,273,947.47 

$96,168,354.14 

$95,064,900.82 

$94,118,049.25 

$53,997,946.33 

$47,674,694.95 

$40,368,473.84 

$36,000,050.07 

$35,507,177.17 

$34,054,788.37 

$30,609,954.09 

$29,109,325.73 

$27,978,729.87 

$27,236,248.69 

$26,814,599.17 

$26,143,559.32 

$25,188,750.00 

$23,691,269.37 

$21,662,350.00 

$21,505,631.50 

$21,504,939.79 

$20,768,464.12 

$18,519,697.01 

$18,380,000.00 

$18,176,454.00 

$17,888,942.00 

$17,794,865.00 

$17,080,859.20 

$15,731,331.41 

$15,721,753.55 

$15,198,837.83 

$13,741,618.92 


EXPORTER'S 

PERCENTAGE  OF 

TOTAL  MEAN 

BONUSES 

AWARDED 


18.7957% 
15.5175% 
13.8398% 
3.8712% 
3.8241% 
3.6787% 
3.6315% 
2.9300% 
2.5343% 
2.5212% 
2.2099% 


.9473% 
.8178% 
.8132% 
.6060% 
.5101% 
1.4928% 
1.4779% 
0.8479% 
0.7486% 
0.6339% 
0.5653% 
0.5591% 
0.5347% 
0.4806% 
0.4571% 
0.4393% 
0.4276% 
0.4210% 
0.4105% 
0.3955% 
0.3720% 
0.3401% 
0.3377% 
0.3376% 
0.3261% 
0.2908% 
0.2886% 
0.2854% 
0.2809% 
0.2794% 
0.2682% 
.2470% 
.2468% 
.2386% 
.2157% 
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29-Nar-1994 

EXPORTER  RANKING  BY  AWARDS  UNDER  THE  EXPORT  ENHANCEMENT  PROGRAN 
FOR  ENTIRE  EEP  PROGRAN 


EXPORTER 

47  Carey  Agr1- International,  Inc. 

48  Tradecom,  Inc. 

49  USAgri  Corp. 

50  National  Sun  Industries,  Inc. 

51  Great  Western  Malting  Co. 

52  Oecoster  Egg  Farms 

53  ConAgra  International  Fertilizer  Co 

54  National  Food  Corporation 

55  Balfour  MacLaine  Int'l.,  Ltd. 

56  Woodhouse  Corporation,  The 

57  Dolphin  Shipping  and  Trading,  Inc. 

58  Seaboard  Trading  &  Shipping  Ltd. 

59  Holstein-Fresian  Services,  Inc. 

60  Red  Rock  Commodities,  Ltd. 

61  Toshoku  America,  Inc. 

62  The  Supreme  Rice  Mills,  Inc. 

63  Sunrice,  Inc. 

64  Euro-Maghrib,  Inc. 

65  Italgranl  USA,  Inc. 

66  Porky  Products,  Inc. 

67  Romar  International  Georgia,  Inc. 

68  Gress  Foods,  Inc. 

69  Comet  Rice,  Inc. 

70  Luzza  Int'l.  Livestock  Corp. 

71  Global  Rice  Corporation  Ltd. 

72  Philipp  Brothers,  Inc. 

73  OleoStates,  Inc. 

74  Schouten  USA,  Inc. 

75  Premium  R1ce  Trading,  Inc. 

76  A.  Luberski  Inc.  DBA  Hidden  Villa  R 

77  AGP,  L.P. 

78  Gulf  Pacific  Rice  Company,  Inc. 

79  American  Poultry  Int'l.,  Ltd. 

80  Hefler  and  Company 

81  Cereal  Food  Processors 

82  CTC  North  America,  Inc. 

83  Ladish  Malting  Company 

84  Elders  Grain,  Inc. 

85  Rahr  Malting  Company 

86  T.K.  International,  Inc. 

87  ConAgra  International 

88  ADM  Malting  Division 

89  Exodus  Hoi  steins 

90  Woodhouse  Drake  and  Carey  (Trading) 

91  Forum  Import-Export  Corporation 

92  Connell  Rice  and  Sugar  Co. 


EXPORTER'S 

TOTAL  BONUSES 

PERCENTAGE  OF 

AWARDED  BASED  ON 

TOTAL  MEAN 

MEAN  QUANTITIES 

BONUSES 

FOR  ALL  COMMODITIES 

AWARDED 

$13,625,850.00 

0.2139% 

$12,897,348.55 

0.2025% 

$11,492,110.00 

0.1804% 

$11,019,920.00 

0.1730% 

$10,888,241.08 

0.1709% 

$10,688,116.44 

0.1678% 

$9,940,513.00 

0.1560% 

$9,401,328.98 

0.1476% 

$8,148,363.37 

0.1279% 

$7,536,053.10 

0.1183% 

$6,900,559.47 

0.1083% 

$6,453,256.00 

0.1013% 

$5,612,170.00 

0.0881% 

$5,390,600.00 

0.0846% 

$5,080,674.00 

0.0797% 

$4,981,724.00 

0.0782% 

$4,744,960.58 

0.0745% 

$4,708,562.33 

0.0739% 

$4,624,791.62 

0.0726% 

$4,409,255.53 

0.0692% 

$4,081,173.25 

0.0640% 

$3,922,523.54 

0.0615% 

$3,829,000.00 

0.0601% 

$3,645,000.00 

0.0572% 

$3,231,785.00 

0.0507% 

$3,161,561.74 

0.0496% 

$3,078,925.00 

0.0483% 

$2,863,500.00 

0.0449% 

$2,569,225.00 

0.0403% 

$2,443,503.24 

0.0383% 

$2,182,507.60 

0.0342% 

$2,153,366.01 

0.0338% 

$2,058,553.68 

0.0323% 

$1,984,394.20 

0.0311% 

$1,984,140.00 

0.0311% 

$1,815,371.80 

0.0285% 

$1,814,532.00 

0.0284% 

$1,607,360.70 

0.0252% 

$1,592,485.09 

0.0250% 

$1,490,325.00 

0.0234% 

$1,463,488.87 

0.0229% 

$1,389,098.12 

0.0218% 

$1,275,720.00 

0.0200% 

$1,276,896.45 

0.0200% 

$1,212,001.26 

0.0190% 

$1,208,786.12 

0.0189% 

213 


29-Nar-1994 

EXPORTER  RANKING  BY  AWARDS  UNDER  THE  EXPORT  ENHANCEMENT  PROGRAM 
FOR  ENTIRE  EEP  PROGRAM 


EXPORTER 

93  Interstate  Grain  Corporation 

94  P.S.  International 

95  Boro  Hall  Export  Corportlon 

96  Brown  Swiss  Enterprises,  Inc. 

97  Golden  Genes,  Inc. 

98  The  Seoul ar  Company 

99  Cargill  Rice,  Inc. 

100  Rosscape  Food  Industries 

101  U.S.  Gulf  Coast  Trading  Company 

102  Ri eel  and  Foods,  Inc. 

103  AGP  Grain  Cooperative 

104  Chilewich  Partners 

105  Quaker  Run  Farms,  Inc. 

106  Tri  Valley  Growers 

107  Incotrade,  Inc. 

108  Minnesota  Halting  Co. 

109  AJC  International,  Inc. 

110  First  Interstate  Trading  Co. 

111  Kanematsu  USA  Inc. 

112  Dekker  North  America,  Inc. 

113  Ronald  A.  Chisholm  (U.S.A.),  Inc. 

114  DSH  Livestock  International,  Inc. 

115  Horizon  International,  Inc. 

116  Goldberg  Commodities,  Inc. 

117  Tyson  Foods,  Inc. 

118  Wisconsin  Holsteln  Service,  Inc. 

119  NcCall  Sanders  Marketing 

120  Midwest  Livestock  Producers 

121  Cafcrown  Limited 

122  World  Links,  Incorporated 

123  Uncle  Ben's,  Inc. 

124  Hans  01  sen  Egg  Co.,  Inc. 

125  Western  Export  Services,  Inc. 

126  DeBruce  Grain,  Inc. 

127  Lamex  Foods,  Inc. 

128  United  States  Egg  Marketers 

129  Marshall  Durbin  Farms,  Inc. 

130  Great  West  International,  Inc. 

131  Pilgrim's  Pride  Corporation 

132  Boro  Hall  International  Limited 

133  Haig  Enterprises,  Inc. 

134  M.  G.  Waldbaum  Co. 


EXPORTER'S 

TOTAL  BONUSES 

PERCENTAGE  OF 

AWARDED  BASED  ON 

TOTAL  MEAN 

MEAN  QUANTITIES 

BONUSES 

FOR  ALL  COMMODITIES 

AWARDED 

$1,199,137.08 

0.0188% 

$1,114,920.00 

0.0175% 

$1,042,644.00 

0.0163% 

$1,019,820.00 

0.0160% 

$1,014,284.00 

0.0159% 

$948,501.80 

0.0148% 

$939,030.00 

0.0147% 

$863,277.00 

0.0135% 

$830,900.00 

0.0130% 

$816,390.99 

0.0128% 

$805,450.00 

0.0126% 

$793,520.00 

0.0124% 

$718,637.25 

0.0112% 

$555,877.85 

0.0087% 

$518,402.70 

0.0081% 

$483,525.15 

0.0075% 

$464,970.00 

0.0073% 

$461,679.16 

0.0072% 

$436,335.00 

0.0068% 

$436,000.00 

0.0068% 

$391,000.00 

0.0061% 

$370,000.00 

0.0058% 

$305,234.66 

0.0047% 

$277,550.00 

0.0043% 

$197,505.00 

0.0031% 

$185,000.00 

0.0029% 

$149,252.70 

0.0023% 

$125,520.00 

0.0019% 

$115,984.00 

0.0018% 

$85,830.00 

0.0013% 

$68,000.00 

0.0010% 

$40,126.40 

0.0006% 

$41,867.00 

0.0006% 

$31,815.00 

0.0004% 

$24,380.00 

0.0003% 

$15,120.00 

0.0002% 

$16,758.72 

0.0002% 

$15,015.00 

0.0002% 

$10,380.00 

0.0001% 

$9,400.00 

0.0001% 

$8,840.00 

0.0001% 

$2,250.00 

0.0000% 
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29-Nur-1994 

EXPORTER  RAWING  BY  AWARDS  UNDER  THE  EXPORT  ENHANCEMENT  PROGRAM 
FOR  ENTIRE  EEP  PROGRAM 


EXPORTER 


TOTAL  BONUSES 

AWARDED  BASED  ON 

MEAN  QUANTITIES 

FOR  ALL  COMMODITIES 


EXPORTER'S 

PERCENTAGE  OF 

TOTAL  MEAN 

BONUSES 

AWARDED 


$6,368,204,897.83 
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FOREIGN  OWNED  COMPANIES 


Mr.  Durbin.  Last  year,  you  testified  that  in  paying  the  bonuses 
on  these  sales,  you  pay  no  attention  to  whether  the  exporter  is  a 
foreign-owned  company  or  a  U.S.  company.  Has  any  change  in  that 
policy  occurred  since  you  testified  before  the  Committee  at  this 
time  last  year? 

Mr.  Schroeter.  We  have  not  made  any  change  in  our  policy 
with  respect  to  participation  in  the  EEP  by  U.S.  offices  and  subsidi- 
aries of  foreign-owned  companies. 

Mr.  Durbin.  Does  the  exporter  receive  any  gain  from  an  EEP 
sale  compared  to  a  non-EEP  sale? 

Mr.  Schroeter.  An  exporter  does  gain  from  the  presence  of  EEP 
for  a  specific  market  in  that  they  are  able  to  offer  U.S.  origin  prod- 
uct at  competitive  world  market  prices.  However,  our  review  of 
EEP  bids  is  done  with  the  objective  of  providing  just  enough  bonus 
to  make  the  sale  competitive,  not  to  provide  any  additional  gain  to 
the  exporter. 

BONUSES  BY  COUNTRY 

Mr.  Durbin.  Please  provide  for  the  record  a  table  which  shows 
the  total  bonuses,  by  country,  for  calendar  years  1992  and  1993. 
Please  separate  Russia  from  the  balance  of  the  FSU  when  listing 
the  countries. 

Mr.  Schroeter.  I  will  provide  for  the  record  a  table  that  reflects 
the  total  value  of  bonuses,  by  country,  for  calendar  years  1992  and 
1993.  I  cannot  list  sales  to  the  FSU  by  country,  since  the  commod- 
ities can  be  exported  to  any  of  the  eligible  independent  states  listed 
in  the  Invitation. 

[The  information  follows:] 
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EXPORT    ENHANCEMENT    PROGRAM  Paget 

Awards   for  Calendar  Tears  with  Countries  and  Commodities 


CODNTRT 


COMMODITY 


QUANTITY        DOM 


MEAN   BONUS 


CALENDAR   TEAR   1992 


Algeria 

Feed  Grains 

200,000 

MT 

*  6,588,500.00 

Algeria 

Rice 

18,000 

MT 

1,190,300.00 

Algeria 

Vegetable  Oil 

84,000 

MT 

6,134,610.00 

Algeria 

Wheat 

1,657,000 

MT 

71,181,561.50 

Bangladesh 

Wheat 

456,730 

MT 

14,741,843.70 

Brazil 

Barley  Malt 

2,400 

MT 

232,800.00 

Brazil 

Wheat 

131,425 

MT 

4,540,857.03 

Caribbean  Countries 

Barley  Malt 

36,500 

MT 

1,626,000.00 

Central  American  Cou 

Barley  Malt 

6,000 

MT 

530,000.00 

China 

Wheat 

1,998,075 

MT 

79,930,716.25 

Cyprus 

Feed  Grains 

75,000 

MT 

2,683,250.00 

Cyprus 

Wheat 

60,500 

MT 

1,867,955.00 

East  European  Countr 

Rice 

53,560 

MT 

6,239,959.00 

Egypt 

Frozen  Poultry 

5,700 

MT 

3,169.300.00 

Egypt 

Wheat 

3,168,400 

MT 

109,692,065.00 

Egypt 

Wheat  Flour 

362,500 

MT 

38,638,235.00 

Gulf  Countries 

Frozen  Poultry 

5,753 

MT 

2,871,654.27 

Bong  Kong 

Eggs 

24,340,970 

DOZEN 

5,694,246.23 

Hong  Kong 

Vegetable  Oil 

1,200 

MT 

100,844.00 

India 

Wheat 

982,750 

MT 

32,868,976.00 

Israel 

Feed  Grains 

196,320 

MT 

7,094,703.60 

Israel 

Rice 

15,000 

MT 

1,158,750.00 

Japan 

Canned  Peaches 

1,534 

MT 

209,679.45 

Jordan 

Feed  Grains 

149,600 

MT 

5,567,360.00 

Jordan 

Rice 

45,000 

MT 

2,651,100.00 

Jordan 

Wheat 

198,800 

MT 

6,710,332.50 

Kuwait 

Wheat 

25,000 

MT 

917,000.00 

Lebanon 

Rice 

11,000 

MT 

705,650.00 

Lebanon 

Vegetable  Oil 

1,500 

MT 

115,305.00 

Lebanon 

Wheat 

24,800 

MT 

1,002,664.00 

Malta 

Wheat 

32,000 

MT 

1,403,040.00 

Mexico 

Vegetable  Oil 

31,762 

MT 

1,780,241.28 

Morocco 

Vegetable  Oil 

48,000 

MT 

3,369,660.00 

Morocco 

Wheat 

1,169,325 

MT 

46,280,960.25 

Near  East  Countries 

Eggs 

13,947,360 

DOZEN 

3,116,509.72 

Norway 

Wheat 

149,850 

MT 

5,021,167.50 

Pakistan 

Wheat 

799,560 

MT 

27,346,146.40 

Poland 

Wheat 

100,000 

MT 

3,477,000.00 

Saudi  Arabia 

Feed  Grains 

600,000 

MT 

17,835,100.00 

Saudi  Arabia 

Frozen  Poultry 

4,080 

MT 

2,210,680.00 

Singapore 

Frozen  Poultry 

1,851 

MT 

897,950.00 

South  Africa 

Wheat 

346,720 

MT 

11,914,998.80 

Sri  Lanka 

Wheat 

398.700 

MT 

15,224,207.50 

Sub-Saharan  Afr.  Cou 

Wheat  Flour 

43,301 

MT 

3.912,908.42 

Sub-Saharan  Africa 

Wheat 

951,839 

MT 

34,267,848.02 

The  Dominican  Republ 

Vegetable  Oil 

7,000 

MT 

277.550.00 
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COUNTRY 


COMMODITY 


QUANTITY    UOM 


MEAN  BONUS 


The  Philippines 

The  Republic  of  Yeme 

The  Republic  of  Yeme 

The  former  Soviet  Un 

The  former  Soviet  Un 

The  former  Soviet  Un 

The  former  Soviet  Un 

Trinidad  and  Tobago 

Tunisia 

Tunisia 

Turkey 

Turkey 

Venezuela 

Venezuela 


CALENDAR  YEAR  1993 


Wheat 

Wheat 

Wheat  Flour 

Feed  Grains 

Rice 

Vegetable  Oil 

Wheat 

Wheat 

Vegetable  Oil 

Wheat 

Rice 

Vegetable  Oil 

Barley  Malt 

Wheat 


1,367,156 

MT 

666,280 

MT 

205,000 

MT 

399,500 

MT 

55,000 

MT 

30,310 

MT 

6,255,360 

MT 

134,025 

MT 

98,000 

MT 

118,000 

MT 

175,750 

MT 

68,620 

MT 

8,500 

MT 

465,580 

MT 

35,173, 

22,058, 

18.171. 

12,320, 

4,007, 

1.822, 

200,615, 

3,200, 

7.477, 

4,919, 

8,028, 

5,433, 

872, 

12,136. 


054.60 
519.60 
300.00 
255.00 
200.00 
080.00 
020.55 
138.00 
642.50 
770.00 
875.00 
618.20 
000.00 
795.00 


TOTAL   $  931,228,453.86 


Algeria 

Feed  Grains 

241,750 

MT 

$  13.509,955.00 

Algeria 

Rice 

21,000 

MT 

1,115.780.00 

Algeria 

Vegetable  Oil 

142,500 

MT 

15,649,135.00 

Algeria 

Wheat 

1,328,375 

MT 

65,053,401.25 

Bahrain  and  Kuwait 

Wheat 

55,900 

MT 

3,231,420.00 

Bangladesh 

Wheat 

122,500 

MT 

6,043,625.00 

Caribbean  Countries 

Barley  Malt 

21,850 

MT 

2,801,330.00 

Central  American  Cou 

Barley  Malt 

6,050 

MT 

783,125.00 

China 

Wheat 

798,120 

MT 

39,264,115.60 

Colombia 

Barley  Malt 

2,000 

MT 

138,200.00 

Cyprus 

Feed  Grains 

161,000 

MT 

6,911,840.00 

Cyprus 

Wheat 

75,910 

MT 

2,958,949.00 

Bast  European  Countr 

Rice 

29,029 

MT 

2,072,685.13 

East  European  Countr 

Wheat 

18,000 

MT 

579,600.00 

Egypt 

Frozen  Poultry 

5,000 

MT 

3,837,000.00 

Egypt 

Vegetable  Oil 

10,000 

MT 

975,400.00 

Egypt 

Wheat 

2,961,040 

MT 

121,193,471.10 

Egypt 

Wheat  Flour 

264,800 

MT 

31,352,290.00 

Finland 

Wheat 

5.750 

MT 

320,350.00 

Gulf  Countries 

Frozen  Poultry 

7,807 

MT 

5,368,930.00 

Honduras 

Wheat 

10,250 

MT 

352,867.50 

Hong  Kong 

Eggs 

22,727,520 

DOZEN 

6,147,900.09 

Israel 

Feed  Grains 

569,950 

MT 

23,424,054.20 

Israel 

Rice 

25,000 

MT 

1.793,750.00 

Japan 

Canned  Peaches 

1.511 

MT 

111,316.00 

Jordan 

Feed  Grains 

298,700 

MT 

11,797,918.00 

Jordan 

Wheat 

398,500 

MT 

11.967.972.00 

Korea 

Barley  Malt 

2,500 

MT 

339,850.00 

Korea 

Canned  Peaches 

858 

MT 

177,064.17 

Kuwait 

Wheat 

48,000 

MT 

1,295,405.00 
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COUNTRY 

COMMODITY 

QDANTITY 

DOM 

MEAN  BONDS 

Lebanon 

Wheat 

334,365 

MT 

13,190,239.90 

Malta 

Wheat 

10,000 

MT 

292,000.00 

Mexico 

Canned  Peaches 

285 

MT 

57,818.28 

Mexico 

Vegetable  Oil 

23,362 

MT 

1,683,135.73 

Mexico 

Wheat 

500,714 

MT 

14,579,472.99 

Morocco 

Feed  Grains 

92,000 

MT 

3,173,920.00 

Morocco 

Vegetable  Oil 

12,000 

MT 

1,277,520.00 

Morocco 

Wheat 

1,498,650 

MT 

63,521,062.00 

Near  East  Countri 

as 

Eggs 

16,041,170 

DOZEN 

4,722,764.00 

Nicaragua 

Wheat 

35,800 

MT 

1,212,528.00 

Norway 

Vegetable  Oil 

19,700 

MT 

2,348,344.00 

Norway 

Wheat 

86,000 

MT 

3,906,980.00 

Pakistan 

Wheat 

1,050,000 

MT 

27,418,650.00 

Poland 

Wheat 

251,000 

MT 

10,676,915.00 

Romania 

Wheat 

286,100 

MT 

7,745,085.50 

Saudi  Arabia 

Frozen  Poultry 

5,218 

MT 

3,768,380.00 

Senegal 

Vegetable  Oil 

15,000 

MT 

1,526,750.00 

Singapore 

Barley  Malt 

350 

MT 

54,600.00 

Singapore 

Frozen  Poultry 

688 

MT 

429,379.45 

Slovenia 

Feed  Grains 

27,400 

MT 

1,409,402.00 

Slovenia 

Wheat 

134,520 

MT 

6,232,830.40 

South  Africa 

Wheat 

377,857 

MT 

11,761,678.31 

Sri  Lanka 

Wheat 

399,750 

MT 

12,252,552.50 

Sub-Saharan  Afr.  ( 

:ou 

Wheat  Flour 

15,000 

MT 

1,956,800.00 

Sub-Saharan  Africa 

Wheat 

1,856,815 

MT 

81,397,063.29 

The  Philippines 

Barley  Malt 

10,000 

MT 

1.275.000.00 

The  Philippines 

Wheat 

1,909,500 

MT 

68,756,895.00 

The  Republic  of  Yeme 

Wheat 

609,500 

MT 

22,763,945.00 

The  Republic  of  Yeme 

Wheat  Flour 

445,000 

MT 

57,425,604.00 

The  former  Soviet 

Dn 

Barley  Malt 

80 

MT 

11,880.00 

The  former  Soviet 

Dn 

Feed  Grains 

20,000 

MT 

689,400.00 

The  former  Soviet 

Dn 

Wheat 

1,480,812 

MT 

68,427,535.54 

Trinidad  and  Tobago 

Wheat 

134,770 

MT 

4,313,896.60 

Tunisia 

Vegetable  Oil 

84,000 

MT 

8,914,800.00 

Tunisia 

Wheat 

577,125 

MT 

25,986,438.75 

Turkey 

Rice 

143,103 

MT 

4,963,798.50 

Turkey 

Vegetable  Oil 

65,500 

MT 

6,996,845.00 

Turkey 

Wheat 

188,950 

MT 

7,878,595.50 

TOTAL   $  935,569,204.29 
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EXPORT  ENHANCEMENT  PROGRAM  CHANGES 

Mr.  Durbin.  Would  you  please  describe  for  the  Committee  any 
changes  you  have  made  in  the  EEP  program  since  you  appeared 
before  the  Committee  last  year? 

Mr.  Schroeter.  Approximately  a  year  ago  we  required  that  an 
"evergreen"  clause  be  added  to  the  performance  securities  that  par- 
ticipating exporters  are  required  to  submit.  This  simple  clause 
automatically  extends  the  expiration  date  on  these  instruments — 
standby  letters  of  credit.  Doing  this  has  served  to  eliminate  a  sig- 
nificant administrative  burden  from  both  CCC  and  the  export 
firms. 

We  are  also  very  close  to  bringing  on  line  a  state  of  the  art  com- 
puter system  that  will  greatly  assist  in  streamlining  the  adminis- 
tration of  the  EEP.  This  system  will  enable  us  to  better  serve  our 
customers  who  seek  data  concerning  the  EEP. 

Mr.  Durbin.  Last  year  you  told  us  in  order  to  facilitate  barter 
trade  with  the  FSU,  sales  to  third  country  buyers  for  commodities 
destined  for  the  FSU  were  authorized  under  EEP.  Give  us  an  ex- 
ample or  two  of  how  this  change  worked  during  1993.  What  is  the 
advantage  of  allowing  this  type  of  transaction? 

Mr.  Schroeter.  During  fiscal  year  1993,  EEP  sales  were  ap- 
proved for  the  shipment  of  2.8  million  metric  tons  of  wheat  to  the 
FSU.  Of  this  total,  over  1.8  million  metric  tons  were  sold  to  third 
country  buyers.  In  general,  such  sales  can  work  in  the  following 
manner.  An  exporter  in  the  FSU  establishes  an  agreement  with  a 
trading  company  to  sell  its  goods  in  the  world  market.  The  trading 
company  is  authorized  to  use  the  proceeds  from  these  sales  to  pur- 
chase goods  from  the  world  market  desired  by  the  FSU  exporter. 
For  U.S.  agricultural  commodities  under  EEP,  the  trading  company 
can  approach  a  U.S.  exporter  to  arrange  the  purchase,  with  ship- 
ment made  directly  to  the  FSU.  The  primary  advantage  of  this  type 
of  transaction  is  that  U.S.  exporters  can  compete  for  this  segment 
of  the  FSU  market  without  creating  contingent  liabilities  for  the 
Commodity  Credit  Corporation  under  the  GSM- 102  Credit  Guaran- 
tee Program. 

EXPORT  INCENITVE  PROGRAM 

Mr.  Durbin.  Please  provide  for  the  record  a  list  of  the  private 
companies  with  which  you  had  contractual  relations  for  the  pro- 
motion of  brand  name  food  items  during  calendar  year  1993. 

Mr.  Schroeter.  I  will  provide  for  the  record  a  table  that  identi- 
fies the  private  companies  with  which  CCC  had  a  contractual  rela- 
tion for  the  promotion  of  brand  name  food  items  during  the  1993 
program. 

[The  information  follows:] 

1993  EIP  PARTICIPANTS 

Company  name  Commodity 

Wlech's  Foods  Concord  grapes 

Ocean  Spray Cranberries. 

Sunkist  CA/AZ  citrus. 

Dole  Fresh  Fruit  CA/AZ  citrus. 

Sun  World  CA/AZ  citrus. 

LoBue  Brothers  CA/AZ  citrus. 
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1993  EIP  PARTICIPANTS— Continued 


Company  name  Commodity 


Horizon  Marketing CA/AZ  citrus. 

DiMare  Company CA/AZ  citrus. 

Tri  Valley Processed  tomato  products. 

Hunt-Wesson Processed  tomato  products. 

Del  Monte Processed  tomato  products. 

Entenmanns  Processed  tomato  products. 

Northwest  Packing Processed  tomato  products. 

Pillsbury  Processed  corn. 

Norpac Processed  corn. 

S&W  Fine  Foods Processed  corn. 

Agripac Processed  corn. 

NAF  International  Processed  corn. 

Fleming  Company  Processed  corn. 

International  American  Supermarket Processed  corn. 

Interfrost  Processed  corn. 

Campbell  Soup  Company  Processed  corn. 

Del  Monte Processed  corn. 

Note:  Allocations  were  made  to  the  almond  industry  under  the  EIP  from  1986-1992.  In  1993,  the  Almond  Board  of  California  received  an 
allocation  and  operated  both  a  generic  and  brand  program.  Consequently,  private  companies  were  selected  by  the  Almond  Board  to  participate 
in  brand  promotions.  However,  those  companies  which  had  funds  available  in  their  EIP  agreements  from  prior  years'  allocations  were  reim- 
bursed directly  from  CCC. 

Mr.  Durbin.  Please  describe  for  the  record  the  difference  be- 
tween the  Export  Incentive  Program  and  the  Market  Promotion 
Program. 

Mr.  Schroeter.  The  Export  Incentive  Program — EIP — is  one 
type  of  brand  program  within  the  Market  Promotion  Program.  The 
EIP  is  administered  directly  by  CCC  and  is  limited  to  the  pro- 
motion of  specific  brand  commodities  or  brand  products.  CCC  only 
enters  into  EIP  agreements  with  U.S.  commercial  entities  when: 
such  an  agreement  would  contribute  to  export  market  development; 
there  is  sufficient  U.S.  industry  need  for  a  brand  promotion  pro- 
gram; and  there  is  no  trade  or  commodity  association  interested  in 
or  capable  of  undertaking  the  brand  promotion.  EIP  participants 
are  reimbursed  directly  by  CCC. 

The  second  type  of  brand  program  is  administered  by  the  trade 
association — the  MPP  participant.  In  this  instance,  the  MPP  partic- 
ipant makes  the  initial  selection  of  U.S.  commercial  entities  to  par- 
ticipate in  the  brand  promotions  and  enters  into  agreements  with 
each  company  that  is  approved  by  CCC.  The  MPP  participant  re- 
ceives reimbursement  from  CCC,  which  then  must  be  passed 
through  to  the  individual  companies. 

Mr.  Durbin.  Of  the  $147  million  in  MPP  agreements  in  fiscal 
year  1993  how  much  was  for  EIP? 

Mr.  Schroeter.  In  1993,  $6,560,000-^.5  percent  of  MPP 
funds — were  allocated  under  the  EIP. 

GSM- 102  AND  GSM- 103 

Mr.  Durbin.  Please  provide  for  the  record  a  table  showing  a  list 
of  the  countries  that  received  GSM- 102  guarantees  during  fiscal 
year  1993  and  showing  what  commodities  were  sold. 

Mr.  Schroeter.  We  will  provide  that  data. 

[The  information  follows:] 
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COUNTRY  BY  COMMODITY 

STATUS  REPORT  ON  CCC"S  COMMERCIAL  EXPORT  CREDIT  PROGRAMS  FOR  FY  1993 
ANNOUNCED  AND  REGISTERED  AMOUNTS  WITH  A  BALANCE  TO  BE  USED 


AS  OF: 
09/30/93 


(MILLION  DOLLARS) 


COUNTRY 

COMMODITY 

GSM  -  102 

Announced 

Registered 

Balance 

Algeria 
Algeria 
Algeria 
Algeria 
Algeria 
Algeria 
Algeria 
Algeria 
Algeria 
Algeria 
Algeria 
Algeria 
Algeria 

Cotton 

Dairy  Products 

Feed  Grains 

Planting  Seeds 

Protein  Meals 

Pulses 

Rice 

Tallow/Greases 

Undesignated 

Veg.  Oil 

Wheat 

Wood  Products 

Wood  Pulp/Wood  Chips 

8.5 

122.0 

1086 

39 

55.0 

6.1 

4.0 

18.0 

0.1 

850 

116.2 

182 

14.5 

85 

117.3 

108.3 

3.9 

54.3 

6.1 

3.8 

17.7 

84.6 

116.1 

18.2 

14.5 

4.7 
0.3 

0.7 

0.2 
0.3 
0.1 
0.4 

0.1 

Algeria 

Bolivia 
Bolivia 
Bolivia 

553.2 

6.8 

0.5 
0.5 
4.0 

Sub-Total 

Planting  Seeds 

Pulses 

Wheat 

560.0 

0.5 
05 
40 

Bolivia 

Chile 
Chile 
Chile 
Chile 
Chile 

Sub-Total 

Cotton 
Feed  Grains 
Milk,  Dry 
Pulses 
Wheat 

5.0 

30 
5.0 

10.0 
5.0 

50.0 

- 

5.0 

3.0 
5.0 

100 

5.0 

50.0 

Chile 

Colombia 
Colombia 
Colombia 
Colombia 
Colombia 
Colombia 
Colombia 
Colombia 
Colombia 
Colombia 
Colombia 
Colombia 
Colombia 
Colombia 

Sub-Total 

Breeder  Livestock 

Cotton 

Feed  Grains 

Fruits,  Dried 

Hides  and  Skins 

Milk,  Dry 

Nuts,  Tree 

Oilseeds 

Protein  Meals 

Pulses 

Rice 

Tallow/Greases 

Veg  Oil 

Wheat 

73.0 

2.0 
20.0 
7.0 
05 
1.0 
5.0 
0.5 
1.0 
10 
3.0 
3.0 
8.0 
1.0 
47.0 

2.0 
1.2 
50 

26 

0.6 

77 
1.5 

73.0 

18.8 
2.0 
0.5 
10 
2.4 
0.5 
1.0 
0.4 
3.0 
3.0 
0.3 
1.0 

45  5 

Sub-Total 

100.0 

20.6 

79.4 
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COUNTRY  BY  COMMODITY 

STATUS  REPORT  ON  CCC'S  COMMERCIAL  EXPORT  CREDIT  PROGRAMS  FOR  FY  1993 
ANNOUNCED  AND  REGISTERED  AMOUNTS  WITH  A  BALANCE  TO  BE  USED 


AS  OF: 
09/30/93 


(MILLION  DOLLARS) 


COUNTRY 

COMMODITY 

GSM  -  102 

Announced 

Registered 

Balance 

Cote  D'lvoire 
Cote  D'lvoire 

Dairy  Products 
Rice 

2.0 
4.0 

2.0 
4.0 

— 

Cote  D'lvoire 

Czech  Republic 
Czech  Republic 
Czech  Republic 
Czech  Republic 

Sub-Total 

Cotton 
Feed  Grains 
Protein  Meals 
Rice 

6.0 

8.0 
7.0 

7.0 
3.0 

6.0 

7.0 

8.0 
7.0 

3.0 

Czech  Republic 

Ecuador 
Ecuador 
Ecuador 
Ecuador 
Ecuador 
Ecuador 
Ecuador 
Ecuador 
Ecuador 
Ecuador 
Ecuador 

Sub-Total 

Animal  Milk  Replacer 

Breeder  Livestock 

Cotton 

Feed  Grains 

Milk,  Dry 

Oilseeds 

Protein  Meals 

Pulses 

Tallow/Greases 

Veg.  Oil 

Wheat 

25.0 

0.5 
0.5 
2.0 
3.0 
1.5 
1.0 
1.0 
0.5 
4.0 
4.0 
12.0 

7.0 

1.3 
0.4 

1.9 

0.4 

12.0 

18.0 

0.5 
0.5 
0.7 
3.0 
1.1 
1.0 
1.0 
0.5 
2.1 
3.6 

Ecuador 

Egypt 
Egypt 
Egypt 
Egypt 

Sub-Total 

Dairy  Products 

Feed  Grains 

Meat,  Frozen  and/or  Chilled 

Wheat  Flour 

30.0 

4.5 
19.8 

1.5 
39.2 

16.0 

1.5 
198 

366 

14.0 

3.0 

1.5 
2.6 

1/        Egypt 

Estonia 

Sub-Total 

Cotton 

65.0 

5.0 

57.9 

4.8 

7.1 

0.2 

_ 

Sub-Total 

Meat,  Frozen  and/or  Chilled 
Milk,  Dry 

5.0 

0.5 
1.0 

4.8 

0.2 

0.5 
1.0 

Estonia 

Gabon 
Gabon 

Gabon 

Sub-Total 

1.5 

- 

1.5 
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COUNTRY  BY  COMMODITY 

STATUS  REPORT  ON  CCC'S  COMMERCIAL  EXPORT  CREDIT  PROGRAMS  FOR  FY  1993 
ANNOUNCED  AND  REGISTERED  AMOUNTS  WITH  A  BALANCE  TO  BE  USED 


AS  OF: 

08/30/93 


(MILLION  DOLLARS) 


COUNTRY 

COMMODITY 

GSM  -  102 

Announced 

Registered 

Balance 

Ghana 

Rice 

4.0 

4.0 

Ghana 

Wheat 

3.0 

1.4 

1.6 

Ghana 

Sub-Total 

7.0 

1.4 

S.6 

Guatemala 

Feed  Grains 

3.0 

1.5 

1.5 

Guatemala 

Poultry  Breeder  Stock 

1.0 

- 

1.0 

Guatemala 

Protein  Meals 

1.5 

1.0 

0.5 

Guatemala 

Tallow/Greases 

6.0 

3.6 

2.4 

Guatemala 

Veg.  Oil 

2.0 

— 

2.0 

Guatemala 

Wheat/Wheat  Flour 

16.5 

14.2 

2.3 

Guatemala 

Sub-Total 

30.0 

20.3 

9.7 

Hungary 

Cotton 

5.0 

_ 

5.0 

Hungary 

Protein  Meals 

5.0 

— 

5.0 

Hunaarv 

oiai 

10.0 

- 

10.0 

Indonesia 

Barley  Malt 

1.5 

_ 

1.5 

Indonesia 

Cotton 

36.3 

2.5 

33.8 

Indonesia 

Hides  and  Skins 

0.8 

— 

0.8 

Indonesia 

Meat,  Frozen  and/or  Chilled 

0.8 

— 

0.8 

Indonesia 

Meat,  Frozen  Poultry 

0.5 

— 

0.5 

Indonesia 

Oilseeds 

36.0 

32.1 

3.9 

Indonesia 

Potatoes 

0.8 

— 

0.8 

Indonesia 

Protein  Meals 

35.0 

— 

35.0 

Indonesia 

Wheat 

20.0 

6.2 

13.8 

Indonesia 

Sub-Total 

131.5 

40.8 

90.7 

Korea 

Cotton 

250.0 

241.8 

8.2 

Korea 

Feed  Grains 

28  5 

27  8 

0.7 

Korea 

Hides  and  Skins 

12.0 

11.0 

1.0 

Korea 

Oilseeds 

56.6 

564 

0.2 

Korea 

Tallow/Greases 

8.0 

5.1 

2.9 

Korea 

Wheat 

174.9 

174.9 

— 

Korea 

Wood  Products 

7.0 

2.0 

5.0 

Korea 

Sub-Total 

537.0 

519.0 

18.0 
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COUNTRY  BY  COMMODITY 

STATUS  REPORT  ON  CCC'S  COMMERCIAL  EXPORT  CREDIT  PROGRAMS  FOR  FY  1993 
ANNOUNCED  AND  REGISTERED  AMOUNTS  WITH  A  BALANCE  TO  BE  USED 


AS  OF: 

09/30/93 


(MILLION  DOLLARS) 


COUNTRY 

COMMODITY 

GSM  -  102 

Announced 

Registered 

Balance 

Malaysia 

Cotton 

5.0 

_ 

5.0 

Malaysia 

Feed  Grains 

5.0 

— 

5.0 

Malaysia 

Oilseeds 

10.0 

- 

10.0 

Malaysia 

Protein  Meals 

2.0 

- 

2.0 

Malaysia 

Undesignated 

3.0 

— 

3.0 

Malaysia 

Wheat 

5.0 

— 

5.0 

Malaysia 

Sub-Total 

30.0 

- 

30.0 

Mexico 

Almonds 

1.0 

0.3 

0.7 

Mexico 

Barley  Malt 

23.0 

21.4 

1.6 

Mexico 

Breeder  Materials 

0.5 

— 

0.5 

Mexico 

Com 

34.0 

29.1 

4.9 

Mexico 

Com  Products 

1.0 

— 

1.0 

Mexico 

Cotton 

45.0 

45.0 

— 

Mexico 

Feed  Grains 

350.0 

334.4 

15.6 

Mexico 

Fruits,  Fresh 

2.0 

1.0 

1.0 

Mexico 

Hides  and  Skins 

6.0 

2.6 

3.4 

Mexico 

Hops 

10.0 

2.3 

7.7 

Mexico 

Meat,  Frozen  and/or  Chilled 

90.0 

87.0 

3.0 

Mexico 

Milk,  Fluid  or  Dry 

2.5 

0.3 

2.2 

Mexico 

Oilseeds 

426.0 

426.0 

— 

Mexico 

Planting  Seeds 

2.0 

0.3 

1.7 

Mexico 

Protein  Meals 

100.0 

99.2 

0.8 

Mexico 

Pulses 

2.0 

0.4 

1.6 

Mexico 

Rice 

20.0 

16.1 

3.9 

Mexico 

Soybean  Protein  Products 

1.0 

- 

1.0 

Mexico 

Table  Eggs 

4.0 

1.8 

2.2 

Mexico 

Tallow/Greases 

25.0 

23.7 

1.3 

Mexico 

Veg.  Oil 

80.0 

73.1 

6.9 

Mexico 

Wheat 

158.5 

111.8 

46.7 

Mexico 

Wood  Products 

30.0 

28.9 

1.1 

Mexico 

Wood  Pulp/Wood  Chips 

36.5 

36.5 

- 

Mexico 

Sub-Total 

l,>MV.U 

1.341.2 

108.8 

Namibia 

Breeder  Livestock 

1.5 

_ 

1.5 

Namibia 

Feed  Grains 

4.0 

— 

4.0 

Namibia 

Planting  Seeds 

0.5 

- 

0.5 

Namibia 

Sub-Total 

6.0 

- 

6.0 

Pakistan 

Pulses 

2.0 

_ 

2.0 

Pakistan 

Wheat 

198.0 

1633 

34.7 

Pakistan 

Sub-Total 

200.0 

163.3 

36.7 
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COUNTRY  BY  COMMODITY 

STATUS  REPORT  ON  CCC'S  COMMERCIAL  EXPORT  CREDIT  PROGRAMS  FOR  FY  1993 
ANNOUNCED  AND  REGISTERED  AMOUNTS  WITH  A  BALANCE  TO  BE  USED 

(MILLION  DOLLARS) 


AS  OF: 
09/30/93 


COUNTRY 

COMMODITY 

GSM  -  102 

Announced 

Registered 

Balance 

Panama 
Panama 

Wheat 

Wood  Products 

3.0 
1.0 

1.2 

1.8 
1.0 

Panama 

Philippines 
Philippines 
Philippines 

Sub-Total 

Milk,  Dry 
Oilseeds 
Utility  Poles 

4.0 

2.0 

12.0 

5.0 

1.2 

2.8 

2.0 

12.0 

5.0 

2/        Philippines 

Romania 
Romania 
Romania 

Sub-Total 

Cotton 

Poultry  Breeder  Stock 

Wheat 

19.0 

15.0 
1.0 

35.0 

14.6 

0.8 

35  0 

19.0 

0.4 
0.2 

Romania 

Russia 
Russia 
Russia 
Russia 
Russia 

Sub-Total 

Feed  Grains 

Meat,  Frozen  Poultry 

Pork 

Protein  Meals 

Wheat 

51.0 

235  0 
30.0 
30.0 
40.0 

190  0 

50.4 

2342 
30.0 

40.0 
108  8 

0.6 

0.8 
30.0 
81.2 

3/         Russia 

Senegal 
Senegal 

Sub-Total 

Rice 
Veg.  Oil 

525.0 

17.0 
3.0 

413.0 

14.1 
3.0 

112.0 

2.9 

Senegal 

Slovenia 
Slovenia 
Slovenia 

Sub-Total 

Feed  Grains 
Protein  Meals 
Wheat/Wheat  Flour 

20.0 

1.0 

1.0 

11.0 

17.1 

0.6 
72 

2.9 

0.4 

1.0 
3.8 

Slovenia 

South  Africa 
South  Africa 
South  Africa 
South  Africa 
South  Africa 
South  Africa 
South  Africa 

Sub-Total 

Feed  Grains 

Protein  Meals 

Pulses 

Rice 

Tallow 

Veg.  Oil 

Wheat 

13.0 

3.5 
2.5 

3.0 
3.5 
1.0 
2.5 
14.0 

7.8 

5.2 

3.5 
2.5 
3.0 
3.5 
1.0 
2.5 
140 

South  Africa 

Sub-Total 

30.0 

- 

30.0 
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COUNTRY  BY  COMMODITY 

STATUS  REPORT  ON  CCC'S  COMMERCIAL  EXPORT  CREDIT  PROGRAMS  FOR  FY  1993 
ANNOUNCED  AND  REGISTERED  AMOUNTS  WITH  A  BALANCE  TO  BE  USED 


AS  OF: 

00/30/93 


(MILLION  DOLLARS) 


COUNTRY 

COMMODITY 

GSM  -  102 

Announced 

Registered 

Balance 

Sri  Lanka 

Wheat/Wheat  Flour 

25.0 

20.6 

4.2 

Srt  Unka 

Trinidad  and  Tobago 
Trinidad  and  Tobago 
Trinidad  and  Tobago 
Trinidad  and  Tobago 

Sub-Total 

Feed  Grains 
Oilseeds 
Rice 
Wheat 

25.0 

12.0 
27.0 
12.0 
17.0 

20.8 

10.8 
23.1 
10.0 
11.4 

4.2 

1.2 
3.9 
2.0 
5.6 

Trinidad  and  Tobago 

Tunisia 
Tunisia 
Tunisia 
Tunisia 
Tunisia 
Tunisia 
Tunisia 
Tunisia 
Tunisia 

Sub-Total 

Almonds 

Breeder  Livestock 
Cotton 

Dairy  Products 
Feed  Grains 
Planting  Seeds 
Protein  Meals 
Raisins 
Wood  Products 

68.0 

0.5 
0.5 
6.5 
2.0 
10.0 
1.0 
3.0 
0.5 
1.0 

55.3 

1.0 
1.0 
83 

12.7 

0.5 
0.5 
5.5 
1.0 
1.7 
1.0 
3.0 
0.5 
1.0 

1/        Tunisia 

4/        Turkey 
4/        Turkey 

Turkey 
4/        Turkey 
4/        Turkey 

Turkey 
4/       Turkey 
5/        Turkey 
4/        Turkey 
4/        Turkey 

Turkey 
4/        Turkey 

Sub-Total 

Cotton 
Feed  Grains 
Feed  Grains 
Oilseeds 
Protein  Meals 
Protein  Meals 
Rice 
Rice 

Undesignated 
Veg.  Oil 
Wheat 
Wood  Chips 

25.0 

10.1 

6.0 

25.0 

2.0 

5.0 

20.0 

10.0 

10.0 

2.9 

10.0 

65.0 

2.0 

10.3 

10.1 
6.0 

1.6 

4.7 

4.8 
4.4 

14.7 

2.0 

25.0 

0.4 

0.3 

20.0 

10.0 

10.0 

2.9 

5.2 

60.6 

2.0 

6/        Turkey 

Ukraine 

Sub-Total 

Feed  Grains 

170.0 

90.0 

31.6 

90.0 

136.4 

7/       Ukraine 

Uzbekistan 

Sub-Total 

Wheat 

90.0 

15.0 

90.0 

15.0 

- 

Uzbekistan 

Sub-Total 

15.0 

15.0 

- 
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COUNTRY  BY  COMMODITY 

STATUS  REPORT  ON  CCC"S  COMMERCIAL  EXPORT  CREDIT  PROGRAMS  FOR  FY  1993 
ANNOUNCED  AND  REGISTERED  AMOUNTS  WITH  A  BALANCE  TO  BE  USED 

(MILLION  DOLLARS) 


AS  OF: 

09/30/93 


COUNTRY 

COMMODITY 

GSM  -  102 

Announced 

Registered 

Balance 

Venezuela 

Barley  Malt 

6.0 

0.6 

5.4 

Venezuela 

Cotton 

2.0 

1.0 

1.0 

Venezuela 

Feed  Grains 

35.0 

22.5 

12.5 

Venezuela 

Horticultural  Prod/Fresh  Fruits 

5.0 

— 

5.0 

Venezuela 

Meat  Frozen  and/or  Chilled 

5.0 

- 

5.0 

Venezuela 

Milk,  Dry 

2.0 

— 

2.0 

Venezuela 

Oilseeds 

33.0 

234 

96 

Venezuela 

Planting  Seeds 

1.0 

- 

1.0 

Venezuela 

Protein  Meals 

40  0 

24.8 

15.2 

Venezuela 

Tallow/Greases 

2.0 

0.3 

1.7 

Venezuela 

Veg.  Oil 

6.0 

4.0 

2.0 

Venezuela 

Wheat 

60.0 

60.0 

- 

Venezuela 

Wood  Products 

3.0 

— 

3.0 

\/ain*7iiitia 

Sub-Total 

200.0 

'"*•' 

63.4 

Yemen 

Wheat/Wheat  Flour 

30.0 

25.2 

4.8 

mm 

Sub-Total 

90.0 

25.2                 4J 

Zimbabwe 

Cotton 

15.0 

12.9 

2.1 

Zimbabwe 

Feed  Grains 

5.0 

- 

5.0 

Zimbabwe 

Wheat 

15.0 

4.5 

10.5 

Zimbabwe 

Sub-Total 

35.0 

17.4 

17.6 

pOTAL  GSM-102  ... 

4.592.0 1         3.643.2 

948.8] 

1/      GSM-102  -Avaaabte  only  on  sates  to  the  private  sector. 

2/      GSM-102  -  Total  authorized  aaocatJon  was  $30.0  miaton,  howrW,  11 1 .0  melon  wntajM  non-oparational. 

31      GSM-102  -  Total  authorized  aaocabon  was  $800  0  milion;  howavar.  $275.0  remains  non-oparational. 

4/      GSM-102  •  Aveashli  fee  private  sactor  purchasas. 

5/      GSM-102  -  Avaaabte  only  on  sates  to  Toprak  Mahsuesri  Aflsl  (TMO)  and  Yam  Sanayii  (TAS.) 

91      GSM-102-  Total  authorizad  allocation  for  Turkey*  $320.0  mWon  of  which  $50.0  mMton  te  exefcshary  for  private 
sactor  purchasas  and  $160.0  miNon  is  axdusivaly  tor  pubec  sactor  purchasas.  Of  th»  $160.0  maean  designated 
tor  pubkc  sactor  purchasas,  $10.0  minion  Is  oparaUonal  and  $150.0  is— I  remains  non-oparational.  AddWonety. 
pure  ham  may  ba  mada  by  either  Turkish  private  or  pubic  sactor  buyars  undar  the  $25.0  maaon  toed  grains 
allocation,  the  $20.0  mWon  protein  meats  eeocatjon  and  the  $65.0  mWon  wheat  aaocabon. 

7/      GSM-102  -  Total  authorized  aaocatkin  was  $200.0  meaon;  however.  $110.0  misfon  remains  non-operational. 
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Mr.  Durbin.  Please  provide  a  table  for  the  record  showing  the 
list  of  the  countries  that  received  GSM- 103  guarantees  during  fis- 
cal year  1993  and  showing  the  amount  of  the  guarantee  and  what 
commodities  were  sold. 

Mr.  Schroeter.  Yes,  we  will  provide  GSM- 103  data  similar  to 
GSM- 102. 
[The  information  follows:] 
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COUNTRY  BY  COMMODITY 

STATUS  REPORT  ON  CCC'S  COMMERCIAL  EXPORT  CREDIT  PROGRAMS  FOR  FY  1993 
ANNOUNCED  AND  REGISTERED  AMOUNTS  WITH  A  BALANCE  TO  BE  USED 

(MILLION  DOLLARS) 


AS  OF: 
09/30/93 


COUNTRY 

COMMODITY 

GSM-103 

Announced 

Registered 

Balance 

Algeria 
Algeria 
Algeria 

Feed  Grains 

Undesignated 

Wheat 

25.5 

0.9 

13.6 

25.5 
13.6 

0.9 

Algeria 

Bolivia 

Sub-Total 

Breeder  Livestock 

40.0 

0.5 

39.1 

0.9 

05 

Bolivia 

Jordan 
Jordan 
Jordan 

Sub-Total 

Feed  Grains 

Undesignated 

Wheat 

0.5 

10.0 

5.0 

10.0 

- 

0.5 

10.0 

5.0 

10.0 

1/ 

Jordan 

Mexico 

Sub-Total 

Breeder  Livestock 

25.0 
10.0 

52 

25.0 

4.8 

2/ 

Mexico 

Morocco 
Morocco 

Sub-Total 

Feed  Grains 
Wheat 

10.0 

20.0 
150.0 

5.2 

19.9 
149.1 

4.8 

•       01 
0.9 

Morocco 

Panama 
Panama 
Panama 
Panama 
Panama 

Sub-Total 

Barley  Malt 

Feed  Grains 

Poultry  Breeder  Stock 

Protein  Meals 

Tallow/Greases 

170.0 

0.5 
5.0 
0  5 
6.0 

1.0 

169.0 

2.6 
0.8 

1.0 

0.5 
2.4 
0.5 
5.2 
1.0 

Panama 

Philippines 

Sub-Total 

13.0 

3.4 

80 

9.6 

Breeder  Livestock 

8.0 

Sub-Total 

Breeder  Livestock 

8.0 

2.0 

8.0 

2.0 

Trinidad  and  Tobago 

Trinidad  and  Tobago 

Tunisia 
Tunisia 
Tunisia 

Sub-Total 

2  0 

14.2 

2.0 

15.0 

20.0 

0.8 

Feed  Grains 
Veg.  Oil 
Wheat 

15.0 
20.0 
15.0 

3/ 

Tunisia 

Sub-Total 

50.0 

14.2 

35.8 

TOTAL  GSM-103  ... 

jpfflfffljfilllffinfifiMflimriiiiffl 

318.5 

238.9 

79.6 

1/       GSM-103  •  Available  only  on  sales  to  the  Ministry  of  Supply 

2/      GSM-103  -  Total  authorized  allocation  was  $20  0  million;  however.  $10  0  million  remains  non-operational 

3/       GSM-103  -  Available  only  for  public  sector  purchases 
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EMERGING  DEMOCRACIES 


i-  ^r.  Durbin.  Please  provide  a  table  for  the  record  showing  the 
list  of  the  emerging  democracies  that  received  guarantees  during 
fiscal  years  1992  and  1993.  Please  indicate  the  amount  of  the  guar? 
antees  and  the  commodities  sold. 

Mr.  Schroeter.  We  will  furnish  that  for  the  record 

[The  information  follows:] 
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U.S.  PRODUCED  COMMODITIES 


Mr.  Durbin.  Your  regulations  require  that  commodities  sold 
under  the  GSM- 102  and  -103  programs  should  be  restricted  to  ag- 
ricultural commodities  or  products  entirely  produced  in  the  United 
States.  How  do  you  go  about  enforcing  that  provision? 

Mr.  Schroeter.  The  GSM- 102/103  program  regulations  require 
that  exporters  make  two  certifications  that  the  commodity  exported 
is  entirely  produced  in  the  United  States — once  at  the  time  of  ap- 
plication for  the  payment  guarantee  and  again  after  export  when 
the  Evidence  of  Export  is  filed.  Exporter  records  are  also  reviewed 
by  the  FAS  Compliance  Review  Staff  and  may  be  audited  by  the 
Office  of  Inspector  General  to  detect  instances  of  false  certification. 

If  it  is  found  that  an  exporter  has  shipped  a  commodity  of  foreign 
origin,  CCC  may  take,  in  addition  to  civil  actions,  administrative 
actions  such  as:  holding  the  exporter  liable  for  any  payments  made 
by  CCC  as  a  result  of  a  default  by  the  foreign  bank,  pursuing 
criminal  or  civil  action,  seeking  monetary  fines  for  false  certifi- 
cations, and  if  necessary,  suspension  and/or  debarment  from  CCC 
programs. 

Mr.  Durbin.  During  calendar  year  1993,  have  you  had  any  cases 
where  exporters  falsely  certified  that  the  commodities  they  were 
selling  were  not  entirely  of  U.S.  origin? 

Mr.  Schroeter.  I  am  not  aware  of  any  such  program  violations 
being  detected  during  the  fiscal  year  1993  period. 

Mr.  Durbin.  Is  this  the  same  certification  required  for  EEP  sales 
and  if  not,  why  not? 

Mr.  Schroeter.  Under  EEP  program  regulations,  exporters 
make  exactly  the  same  certification  at  the  time  the  offer  is  submit- 
ted to  CCC. 

Mr.  Durbin.  Under  the  guarantees  for  emerging  democracies, 
what  amount  of  the  guarantees  were  used  for  facilities  in  fiscal 
year  1992  and  1993? 

Mr.  Schroeter.  Guarantees  have  not  been  issued  for  facilities  fi- 
nancing. We  published  an  interim  rule  in  the  Federal  Register  on 
March  1,  1993,  that  establishes  a  regulatory  framework  for  the 
Emerging  Democracies  Facilities  Guarantee  Program.  We  are  de- 
veloping program  guidelines  and  are  awaiting  the  determination  of 
eligible  Emerging  Democracies  by  the  Secretary  of  State,  an  au- 
thority recently  delegated  by  the  President.  We  are  confident  that 
we  will  begin  the  pilot  phase  for  facilities  guarantees  this  year. 

Mr.  Durbin.  For  fiscal  year  1993,  1994,  and  1995  please  identify 
the  amount  of  loan  subsidy  assigned  to  each  of  these  3  programs? 
You  may  need  to  seek  assistance  from  OMB  since  they  set  the  sub- 
sidy levels. 

Mr.  Schroeter.  Because  the  proposed  Emerging  Democracies 
Facilities  Guarantee  Program  is  carried  out  as  a  component  of 
GSM- 102,  the  estimated  credit  subsidy  for  any  facilities  guaran- 
tees that  might  be  made  available  is  already  included  in  the  esti- 
mates for  GSM  102/103.  For  the  GSM-102  and  GSM-103  export 
credit  guarantee  programs  I  will  provide  the  estimated  credit  sub- 
sidies for  those  years. 

[The  information  follows:] 
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[Dollars  in  millions] 
Fiscal  year:  Credit  subsidy 

1993 $388.2 

1994 403.2 

1995 394.4 

Mr.  Durbin.  How  are  you  able  to  project  a  program  at  $200  mil- 
lion and  then  loan  one  or  two  or  three  billion  and  not  reflect  a  sig- 
nificant difference  in  the  subsidy  cost  from  year  to  year  when  it  is 
presented  in  the  President's  budget? 

Mr.  SCHROETER.  Provisions  of  the  Agricultural  Trade  Act  of  1978, 
as  amended  by  the  1990  FACT  Act,  state  that  CCC  shall  make 
available  not  less  than  $1.0  billion  of  export  credit  guarantees  for 
exports  of  U.S.  agricultural  commodities  to  emerging  democracies 
during  fiscal  year  1991  through  1995.  These  may  be  made  available 
as  GSM- 102  or  GSM- 103  export  credit  guarantees  or  as  guaran- 
tees for  facilities  financing.  As  previously  noted,  the  guarantees  for 
facilities  financing  will  be  carried  out  as  a  component  within  the 
GSM- 102  program. 

In  order  to  comply  with  this  provision,  the  program  level  of  CCC 
export  credit  guarantees  was  increased  by  $200  million  for  each  of 
the  fiscal  years  1991  through  1995.  This  was  additional  to  the  $5.0 
billion  of  GSM- 102  guarantees  and  $500  million  of  GSM- 103  guar- 
antees to  be  made  available  during  each  of  those  years,  as  required 
by  other  provisions  of  the  Act.  Thus,  in  preparing  the  budget  each 
year,  the  estimated  subsidy  for  CCC  export  credit  guarantees  is 
based  on  a  total  programs  level  of  $5.7  billion. 

While  we  have  included  a  minimum  of  $200  million  of  CCC  ex- 
port credit  guarantees  to  be  made  available  to  emerging  democ- 
racies each  year,  their  participation  in  the  GSM- 102  and  GSM- 103 
programs  has  actually  exceeded  that  level.  Guarantees  above  the 
$200  million  level  are  allocated  from  within  the  basic  annual  pro- 
gram level  of  $5.5  billion  for  GSM-102  and  GSM-103.  Although 
annual  allocations  of  guarantees  to  emerging  democracies  have  ex- 
ceeded the  minimum  level,  the  total  annual  program  level  of  $5.7 
billion  for  all  CCC  export  credit  guarantees  has  never  been  ex- 
ceeded and  the  original  subsidy  estimate  based  on  the  total  pro- 
gram level  has  been  generally  correct. 

GSM  SUBSIDY  RATES 

Mr.  Durbin.  If  you  reschedule  $1.4  billion  in  FSU  debt  what  im- 
pact will  this  have  on  the  subsidy  rates? 

Mr.  SCHROETER.  The  rescheduling,  completed  in  January  1994, 
covered  calendar  year  1991  shipments  which  affected  two  fiscal 
years,  1991  and  1992.  Only  those  rescheduled  calendar  year  1991 
guarantee  commitments  taking  place  in  fiscal  year  1992,  the  first 
year  of  credit  reform,  would  affect  the  subsidy.  The  original  1992 
projected  subsidy  for  the  Export  Credit  Guarantee  program  was 
$317.2  million.  As  a  result  of  claims  paid  on  outstanding  FSU  guar- 
antees, including  those  covered  by  the  rescheduling  agreement,  an 
additional  $364  million  in  subsidy  was  requested  in  fiscal  year 
1993.  FSU  is  currently  making  payments  under  rescheduling.  The 
subsidy  rate  on  present  and  future  GSM  guarantees  would  not  be 
affected  as  we  do  not  expect  this  experience  would  be  repeated,  in 
this  order  of  magnitude. 
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CCC  CREDIT  PROGRAMS 


Mr.  Durbin.  Please  update  the  table  that  appears  on  page  498 
of  last  year's  hearing  listing  all  of  the  countries  that  are  in  arrears 
in  their  payments. 

Mr.  Schroeter.  I  would  be  pleased  to  provide  that  information 
for  the  record. 

[The  information  follows:! 

COMMODITY  CREDIT  CORPORATION  ARREARAGES 


Country 


PL.  480  Arrears 


CCC  arrears 


Total  arrears' 


Afghanistan 

Bangladesh  

Belarus 

Brazil  

Cambodia  

Columbia  

Congo  

Costa  Rica 

Dominican  Republic 

Ecuador  

Ethiopia  

Guatemala 

Guinea  

Haiti 

Honduras  

Ivory  Coast  

Jordan 

Lebanon  

Liberia  

Morocco  

Paraguay  

Peru  

Philippines 

Romania  

Sierra  Leone  

Somali  Republic  

Sudan  

Syria  

Tajikistan 

Thailand  

Vietnam  

Yemen 

Zaire 

Zambia  


2.678,211 

139,241.186 

468.361 

3,444,560 

153,054,597 

51,272 

292,516 

12,370,129 

4,088,824 

3,505 

7J1T261 

9,639.689 

198,935 

£660 

M0&669 

34,233.276 

2,246 

165,703 

7,224,193 

23,935 

1.081 

189,814 

26,287,924 

57,248,134 

50,241,324 

194,612 

22.468 

14.197,980 

3,176 

63,299,083 

3,325,787 


41,400.367 


4.369,605 


99,749 


843,442 


3,662.687 


78,208.765 


8.925,925 


Total 


594,934,910 


137,510,540 


2,678,211 

139,241,186 

468,361 

3,444.560 

153,054,597 

51,272 

292,516 

12,370,129 

45,489,191 

3,505 

12,799 

7,311,261 

9,639,689 

198,935 

4,369,605 

8,660 

99,749 

5.409,669 

34,233,276 

845.688 

165,703 

10,886,880 

23,935 

1,081 

189,814 

26,287,924 

135,456,899 

50,241,324 

194,612 

22,468 

14,197,980 

3,176 

72,225,008 

3,325,787 


732,445,450 


■By  definition,  arrears  does  not  include  outstanding  claims  paid.  Therefore,  the  above  does  not  include  outstanding  claims  paid  but  not  re- 
covered from  the  following  countries:  Argentina.  Dominican  Republic,  Egypt,  Iraq,  Suriname.  Yugoslavia,  and  Zanzibar. 

Mr.  Durbin.  Please  provide  for  the  record  a  table  showing  how 
much  CCC  has  paid  out,  by  country  on  loans  that  were  in  arrears. 

Mr.  Schroeter.  I  will  ask  the  Agricultural  Stabilization  and 
Conservation  Service  to  help  provide  that  information. 

[The  information  follows:] 

CLAIMS  PAID  BY  CCC  UNDER  THE  GSM  102/103  PROGRAMS  1981  THRU  DECEMBER  31,  1993 


Country 


Total  claims  paid 


All  recoveries  during 
calendar  1993 


Argentina 

Brazil  

Chile  


117,938 
219,054.302 
137,077,763 
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CLAIMS  PAID  BY  CCC  UNDER  THE  GSM  102/103  PROGRAMS  1981  THRU  DECEMBER  31,  1993 — 

Continued 

r. i,  t«««i  .i.;_.  ...^         All  recoveries  during 

Country  Total  claims  paid  calendaf  ,993 

Dominican  Republic  

Egypt 

El  Salvador 

Honduras  

Iraq 

Jamaica  

Jordan  

Mexico 

Morocco 

Nigeria  

Panama  

Peru  

Philippines 

Poland 

Romania  

Russia 

Former  Soviet  Union  

Sudan  

Suriname  

Yemen 

Yugoslavia 

Tanzania  


Total 


143,595,173  ... 

244,378,403  

20.152,648  

25,730,678  

1,657.665,468 
88,108,479  ... 

10.830.014 

15,931,765  

384,332,364  

172,947,210  

1,495,540  

3,219,517  

286,137,528  

41.429.460  

1.011,718.302  

34,454.845  

22,948,404 
1,421.620,709 
54,203.212  .. 

22.948,404 
414,232,194 

13.974,798 
531,750  .. 

39,467 

5,213,246  

4,021,509  

6.010,061,011 

448,050.079 

Source:  SCSFMDOoug  Frye. 

Mr.  Durbin.  During  calendar  year  1992,  what  debts  were  written 
off  by  CCC? 

Mr.  Schroeter.  CCC  records  debts  on  a  fiscal  year  basis  and  did 
not  write  off  any  debts  in  fiscal  year  1992.  However,  in  fiscal  year 
1993,  under  the  Enterprise  for  the  Americas  Initiative,  CCC  wrote 
off  $268.4  million  in  P.L.  480  Title  I  debt  for  El  Salvador  and 
$400,000  of  P.L.  Title  debt  for  Uruguay. 

Mr.  Durbin.  How  long  are  these  old  loans  carried  on  CCC's 
books  and  under  what  circumstances  is  the  debt  written  off? 

Mr.  Schroeter.  CCC  keeps  loans  on  its  books  until  they  are  ei- 
ther paid  off  or  written  off.  CCC  has  2  permanent  statutory  au- 
thorities under  which  it  can  reduce  or  forgive  debt,  and  both  apply 
to  P.L.  480  Title  I  debt  only.  These  are  section  411  of  Public  Law 
480,  as  amended.  The  latter  is  a  component  of  the  Enterprise  for 
the  Americas  Initiative. 

Section  411  authorizes  the  reduction  or  forgiveness  of  P.L.  480 
Title  I  debt  of  least  developed  countries  which  are  undertaking  eco- 
nomic policy  reforms.  Section  604  authorizes  the  reduction  or  for- 
giveness of  P.L.  480  Title  I  debt  of  countries  of  Latin  America  and 
the  Caribbean  which  are  undertaking  economic  policy  reforms  and 
have  adopted  major  investment  reforms.  Both  section  411  and  604 
authorities  can  only  be  used  when  approved  in  advance  in  appro- 
priations Acts. 

PUBLIC  LAW  480,  TITLE  I — AGREEMENTS 

Mr.  Durbin.  Please  list  for  the  record  all  of  the  title  I  agree- 
ments that  were  signed  during  calendar  year  1993,  including  the 
country,  the  commodity,  and  the  dollar  value. 
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Mr.  Schroeter.  Yes  we  can  provide  that  list;  however,  the  data 
will  be  on  a  fiscal  year  basis  since  that  is  how  the  program  is  ad- 
ministered and  funded. 

[The  information  follows:] 
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Public  Law  480,  Title  I  Agreements  signed 
Fiscal  Year  1993 


Quantity  Value 

Country  /  Commodity (000  MT) (Mil  $) 


Belarus 

Soybean  Meal  26.2  5.0 


Sub-total  5.0 

Bulgaria 

Corn  157.8  15.0 


Sub-total  15.0 

Costa  Rica 

Wheat  95.5  15.0 


Sub-total  15.0 

Cote  d' I  voire 

Rice  41.1  10.0 


Sub-total  10.0 

El  Salvador 

Wheat  

Soybean  Meal  

Tallow  

Sub-total  33.4 

Guatemala 

Wheat  97.1  15.0 


91.4 

14.4 

29.7 

7.0 

34.3 

12.0 

Sub-total  15.0 

Jamaica 

Rice  66.6                            13.4 

Corn  165.2                            16.6 


Sub-total  30.0 

Jordan 

Wheat  195.0  25.6 


Sub-total  25.6 

Lithuania 

Corn  

Soybean  Meal  

Ocean  Freight  Financed  

Sub-total  24.1 


150.1 

15.2 

22.1 

4.4 

4.5 
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Public  Law  480,  Title  I  Agreements  signed 
Fiscal  Year  1993 


Quantity  Value 

Country  /  Commodity (000  MT) (Mil  $) 


58.3 

7.6 

2.4 

10.0 

78.3 

10.0 

20.2 

10.0 

Moldova 

Wheat  

Ocean  Freight  Financed    

Sub-total  

Morocco 

Wheat  

Vegetable  Oil  

Sub-total  

Pakistan 

Vegetable  Oil  72.3 

Sub-total  

Philippines 

Soybean  Meal  85.1 

Sub-total  

Romania 

Wheat  75.2 

Sub-total  

Sri  Lanka 

Wheat  73.0 

Sub-total  

Surianame 

Wheat  21.5 

Sub-total  2.4 

Tajikistan 

Corn  58.8  6.0 

Soybean  Meal  26.2  5.4 

Ocean  Freight  Financed    2.6 

Sub-total  14.0 

Tunisia 

Corn  50.5  5.0 


20.0 

40.0 

40.0 

20.0 

20.0 

10.0 

10.0 

10.0 

10.0 

2.4 

Sub-total  5.0 

Turkmenistan 

Wheat  48.0                              6.3 

Ocean  Freight  Financed    3.7 

Sub-total  10.0 
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Public  Law  480,  Title  I  Agreements  signed 
Fiscal  Year  1993 


Sub-total 


Zimbabwe 


Quantity  Value 

Country /Commodity (000  MT) (Mil  $) 


Ukraine 

Corn  159.0  16  5 

Ocean  Freight  Financed    3  5 

Sub-total  — 


20.0 

Yemen 

Wheat                                 39.2                              5  0 

Rlce                                    18.0                              5.0 


10.0 


Corn  49.9  5  0 

Sub-total  


5.0 


T0IAL  TITLE  I  ^q  § 
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Public  Law  480,  Title  I  Agreements  signed 
Fiscal  Year  1993 


Quantity  Value 

Country  /  Commodity (000  MT) (Mil  $) 


FOOD  FOR  PROGRESS  GRANTS 

Armenia 

Wheat  50.0  7.7 

Wheat  Flour  0.3  0.1 

Rice  27.0  6.5 

Ocean  Frieght  Grants  6.3 

Sub-total  20.6 

Albania 

Wheat  65.0  9.9 

Rice  17.0  4.8 

Ocean  Frieght  Grants  8.3 

Sub-total  23.0 

Georgia 

Wheat  262.0  36.2 

Ocean  Frieght  Grants  14.2 

Sub-total  50.4 

Kyrgyzstan 

Wheat  105.0  14.6 

Ocean  Frieght  Grants  3.4 

Sub-total  18.0 

TOTAL  Food  for  Progress 1120 

TOTAL  PROGRAM 461.5 

FAS:EC:PAD:4-21-94  r:\public\i23\susie\q4A94.wk4 
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TITLE  I — TERMS 


Mr.  Durbin.  Please  describe  the  terms  of  these  agreements. 

Mr.  Schroeter.  The  agreement  terms  provide  for  repayments  in 
dollars  over  normally  a  15  to  30  year  period,  with  a  3  to  7  year 
grace  period  and  interest  rates  about  3  percent.  I  will  provide  more 
specific  information  on  a  country  by  country  basis  for  the  record. 

[The  information  follows:] 
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PL.  480  TITLE  I  FINANCIAL  TERMS 
FISCAL  YEAR  1993 


SIGNED 

ALLOCATED 

TYPE  OF 

REPAYMENT 

GRACE 

INTER 

EST 

COUNTRY 

DATE 

TERMS 

PERIOD 

GRACE 

CONT. 

(MILS) 

(YR) 

(YR) 

(%) 

(%) 

BELARUS 

04-Mar-93 

5.00 

DC 

24 

7 

2 

3 

BULGARIA 

23-Apr-93 

15.00 

DC 

16 

5 

2 

3 

COSTA  RICA 

06-Nov-92 

15.00 

DC 

15 

6 

3 

4 

COTE  DWOIRE 

03-Mar-93 

10.00 

DC 

26 

5 

2 

3 

EL  SALVADOR 

23-Mar-93 

33.40 

DC 

24 

7 

2 

3 

GUATEMALA 

03-Aug-93 

15.00 

DC 

15 

6 

3 

4 

JAMAICA 

•IO-Nov-92 

30.00 

DC 

25 

6 

2 

3 

JORDAN 

19-Mar-93 

25.60 

DC 

24 

7 

2 

3 

LITHUANIA 

12-Feb-83 

24.10 

DC 

24 

7 

2 

3 

MOLDOVA 

19-Apr-93 

10.00 

DC 

24 

7 

2 

3 

MOROCCO 

25-Jan-93 

20.00 

DC 

26 

5 

2 

3 

PAKISTAN 

03-Jun-93 

40.00 

DC 

24 

7 

2 

3 

PHILIPPINE 

30-Apr-93 

20.00 

DC 

24 

7 

2 

3 

ROMANIA 

21-Apr-93 

10.00 

DC 

16 

5 

2 

3 

SRI  LANKA 

12-Mar-93 

10.00 

DC 

24 

7 

2 

3 

SURINAME 

05-Apr-93 

2.40 

DC 

18 

3 

2 

3 

TAJIKISTAN 

05-Aug-93 

14.00 

DC 

24 

7 

2 

3 

TUNISIA 

28-Apr-93 

5.00 

DC 

21 

5 

2 

3 

TURKMENISTAN 

06-Apr-93 

10.00 

DC 

24 

7 

2 

3 

UKRAINE 

21-Jul-93 

20.00 

DC 

9 

7 

3 

4 

YEMEN 

15-Jun-93 

10.00 

DC 

24 

7 

2 

3 

ZIMBABWE 

11-Dec-92 

5.00 

DC 

26 

5 

2 

3 

TOTAL  TITLE  I 

349.50 

ALBANIA 

20-May-93 

23.00 

FFP 

0 

0 

0 

0 

ARMENIA 

11-Feb-93 

20.60 

FFP 

0 

0 

0 

0 

GEORGIA 

12-Mar-93 

50.40 

FFP 

0 

0 

0 

0 

KYRGYZSTAN 

17-Mar-93 

18.00 

FFP 

0 

0 

0 

0 

TOTAL  FFP 

112.00 

GRAND  TOTAL 

461.50 

FASEC  PAD4-21-94 
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TITLE  I — ALLOCATIONS 

Mr.  Durbin.  Please  provide  for  the  record  the  allocations,  by 
country,  under  title  I  for  calendar  year  1993. 

Mr.  Schroeter.  We  can  provide  information  similar  to  Title  I 
agreements  on  a  fiscal  year  basis. 

[The  information  follows:] 

Country  Title  I  allocations  by  country  fiscal  year  1993 

[In  millions  of  dollars] 

Country:  Allocated 

Belarus  $5.00 

Bulgaria 15.00 

Costa  Rica  15.00 

CoteDTvoire  10.00 

El  Salvador 33.40 

Guatemala 15.00 

Guatemala 15.00 

Jamaica  30.00 

Jordan 25.60 

Lithuania 24.10 

Moldova  10.00 

Morocco 20.00 

Pakistan  40.00 

Philippine  20.00 

Romania  10.00 

Sri  Lanka  10.00 

Suriname 2.40 

Tajikistan  14.00 

Tunisia  5.00 

Turkmenistan  10.00 

Ukraine 20.00 

Yeman  10.00 

Zimbabwe  5.00 

Total  Title  I  349.50 

Albania  23.00 

Armenia 20.60 

Georgia  50.40 

Kyrgyzstan  18.00 

Total  FFP 112.00 

Grant  total  461.50 


OCEAN  FREIGHT  DIFFERENTIAL 

Mr.  Durbin.  Please  describe  how  you  compute  the  ocean  freight 
differential  and  list  for  the  record  the  ocean  freight  differential  cost 
for  fiscal  years  1991  and  1992,  and  your  current  estimate  for  fiscal 
year  1993? 

Mr.  Schroeter.  Ocean  freight  differential  is  computed  by  deter- 
mining the  difference  between  the  rate  for  the  U.S.-flag  vessel  car- 
rying the  title  I  cargo  and  the  freight  rate  for  the  non-U.S.  flag  ves- 
sel which  would  have  carried  the  same  commodity  in  the  absence 
of  the  Cargo  Preference  Act  requirement  to  use  U.S.-flag  vessels. 

The  P.L.  480,  title  I  ocean  freight  differential  cost  for  fiscal  year 
1991  was  about  $42.2  million;  for  fiscal  year  1992,  about  $37.9  mil- 
lion; and  for  fiscal  year  1993,  about  $55.4  million. 
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EGYPT 


Mr.  Durbin.  How  much  do  you  anticipate  Egypt  will  use  in  fiscal 
year  1994  and  1995? 

Mr.  Schroeter.  In  fiscal  year  1994,  Egypt  declined  the  offer  of 
$35  million  in  P.L.  480  Title  I  financing.  These  funds  were  re- 
turned to  the  unallocated  reserve.  A  level  for  fiscal  year  1995  Title 
I  funding  for  Egypt  has  not  been  determined.  At  this  point  it  is  our 
assumption  that  Egypt  will  not  participate. 


TITLE  II 


Mr.  Durbin.  Would  you  please  provide  for  the  record  the  title  II 
program,  by  country  and  commodity,  for  calendar  year  1993? 

Mr.  Schroeter.  Since  title  II  is  managed  by  the  Agency  for 
International  Development  — A.I.D.— I  will  request  their  assistance 
in  providing  that  information. 

[The  information  follows:] 
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P.L.  480  Title  II 

FY  1993  Approved  Program  Summary 

Country  /  Commodity  Profile 

Values  in  (SOOOs) 


-  1 


LIS  SOOOs      - 

Commodity 

Freight 

Total 

Region       Country 

Commodity 

Mtns 
2.183.0 

Value 

Value 
j92.8 

Value 

Africa           Angola 

Beans,  Pinto 

1.036.9 

1.629.8 

Com  Soya  Blend 

5.000.0 

1260.0 

2,231.7 

3,491.7 

Com.  bagged 

5272.0 

485.0 

2,235.3 

2,720.3 

Rice,  bagged 

1.428.0 

421.3 

178.5 

599.8 

S.  F.  Corameal 

3.589.0 

646.0 

801.9 

1,447.9 

Vegetable  Oil,  1  gal 

3306.0 

2,6110 

1,366.2 

3.978.2 

Subtotal 

■• 

20,978.0 

6,461.2 

7,406.4 

13,867.6 

Benin 

Com  Soya  Blend 

213.0 

53.7 

26.6 

80.3 

Com,  bagged 

750.0 

69.0 

56.2 

125.2 

Commeal 

1349.8 

229.4 

193.7 

423.1 

Sorghum,  bagged 

1,890.0 

168.2 

141.8 

310.0 

Vegetable  Oil,  1  gal 

634.7 

47Z9 

79.3 

552.2 

Wheat  North  Spring  Dark  bulk 

3,000.0 

420.0 

225.0 

645.0 

Wheat  Soy  Blend 

1,433.4 

627.8 

179.2 

807.0 

Snl>tolaI 

9,470.9 

2,040.9 

901.9 

2,942.8 

Botswana 

Sorghum,  bagged 

2^50.0 

200.2 

393.8 

594.0 

Burkina  Faso 

Beans,  Pinto 

2,938.0 

1395.5 

661.0 

2,056.6 

Commeal 

11.634.8 

1.7210 

2,617.8 

4339.8 

S.  F.  Commeal 

5,000.0 

900.0 

1,125.0 

2.025.0 

Vegetable  Oil.  1  gal 

1.871.1 

1.394  0 

421.0 

1,815.0 

Wheal  No  Spring  Dk  bgd 

2,000.0 

280.0 

350.0 

630.0 

Subtotal 

23,443.9 

5,691.5 

5,174.9 

10^66.4 

Burundi 

Rice,  bagged 

615.0 

181.4 

138.4 

319.8 

Cape  Verde  Islands 

Com  Soya  Blend 

492.0 

124.0 

613 

1853 

Corn  bulk  w/bm 

18,000.0 

1.656.0 

1,289.7 

2.945.7 

Com,  bagged 

1300.0 

138.0 

112.5 

250.5 

Lentils 

245.0 

87.0 

30.6 

117.6 

Subtotal 

20237.0 

2,005.0 

1,4943 

3,499.3 

Central  African  Rep. 

Commeal 

1.675.0 

247.9 

376.9 

624.8 

Vegetable  Oil.  1  gal 

175.0 

130.4 

39.4 

169.8 

Subtotal 

1,850.0 

378.3 

416-3 

794.5 

Comoro  Islands 

Rice,  bagged 

1.150.0 

339.2 

143.8 

483.0 

Congo 

Rice,  bagged 

1.050.0 

309.8 

131.2 

441.0 

Cote  de  Ivoire 

Rice,  bagged 

6,290.0 

1.855.5 

786.2 

2.641.8 

Vegetable  Oil.  1  gal 

250.0 

186.2 

31.2 

217.5 

Subtotal 

6340.0 

2,041.8 

8175 

2359.3 

Djibouti 

Com  Soya  Blend 

754.0 

190.0 

129.3 

319.3 

Rice,  bagged 

450.0 

1318 

56.2 

189.0 

Subtotal 

1,204.0 

322.8 

185.6 

508.3 
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US$000* 

Commodity 

Freight 

Total 

Region 

Country 

Commodity 

Mtns 

Value 

Value 

Value 

Ethiopia 

Beam,  Pinto 

300.0 

1415 

373 

180.0 

Bulgur 

1316.0 

376.0 

1893 

565.5 

Com  Soya  Blend 

9  J  16.0 

2347.6 

2,057.9 

4.405.6 

Rice,  bagged 

200.0 

59.0 

25.0 

84.0 

Vegetable  Oil,  1  gal 

11.204.0 

8347.0 

1360  2 

9.907.2 

Vegetable  Oil,  5  gal 

2313.0 

1,723.2 

620.2 

2343.4 

Vegetable  Oil,  55  gal 

1379.0 

985.3 

481.8 

1.467.1 

Wheat  Soft  Red  Winter  bnt 

10.000.0 

1,400.0 

1.785.0 

3,185.0 

Wheat  bulk  bnt 

50,000.0 

7,000.0 

12,747.0 

19,747.0 

Wlieat,  bagged 

51,156.0 

7,161.8 

7,436.4 

14398.3 

Wheat,  bulk 

0.0 

0.0 

1388.4 

1388.4 

Subtotal 

137384.0 

29342.4 

28,529.0 

58,071.5 

Gambia 

Com  Soya  Blend 

33080 

833.6 

413.5 

1,247.1 

Nonfat  Dried  Milk 

38.0 

112 

4.8 

16.9 

Rice,  bagged 

4.162.0 

1,227.8 

520.2 

1,748.0 

Vegetable  Oil,  1  gal 

23.0 

17.1 

19 

20.0 

Vegetable  Oil,  55  gal 

711.0 

443.7 

88.9 

5315 

Wheat  Flour 

150.0 

31.4 

18.8 

50.1 

Subtotal 

8392.0 

2365.7 

1,049.0 

3,614.7 

Ghana 

Bulgur 

360.0 

89.3 

45.0 

134.3 

Rice,  bagged 

7,1933 

2,1211 

899.2 

3,021.3 

S.  F.  Bulgur 

2.010.8 

53X9 

2513 

784.2 

S.  F.  Sorghum  Gnu 

1,789.0 

325.6 

223.6 

549.2 

Vegetable  Oil,  1  gal 

199.0 

148.3 

24.9 

173.1 

Wheal  Soy  Blend 

1,7310 

758.6 

2163 

975.1 

Wheat,  bulk 

23,706.0 

3318.8 

1,810.8 

5.129.7 

Subtotal 

36,9903 

7,2953 

3,471.4 

10,766.9 

Guinea 

Com  Soya  Blend 

100.0 

25.2 

123 

37.7 

Rice,  bagged 

3,675.0 

1.084.1 

459.4 

1343.5 

Subtotal 

3,775.0 

1,1093 

471.9 

1381.2 

Guinea  Biaaau 

Com  Soya  Blend 

300.0 

75.6 

373 

113.1 

Rioe,  bagged 

2300.0 

737.5 

3123 

1,050.0 

Vegetable  Oil,  55  gal 

499.0 

311.4 

614 

373.8 

Wheat  Flour 

1.050.0 

219.4 

131.2 

350.7 

Subtotal 

4349.0 

1343.9 

5434 

1,887.5 

Kenya 

Beans,  Pinto 

4358.0 

2.165.1 

13963 

3361.3 

Com  Soya  Blend 

12.852.0 

3,238.7 

3,687.6 

6.926.4 

Sorghum  bulk  bnt 

15,250.0 

1357.2 

1363.8 

3.721.0 

Vegetable  Oil  1  gal 

936.7 

697.8 

117.1 

814.9 
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Repion       Country 


Subtotal 
Lesotho 
SulHolal 
Liberia 

Subtotal 

Madagascar 

Subtotal 

Malawi 
Mill 

Subtotal 

Mauri  Ian  ia 


SulHotal 
Mauriciut 
Subtotal 
Mozambique 
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Values  in  ($000s) 


us  $ooos 

Commodity 

Freight 

Total 

Commodity 

Mtns 
2.797.0 

Value 

Value 
633.0 

Value 

Wheat  Flour 

584.6 

1317.6 

Wheat  Hard  Red  Winter  bulk 

13,956.5 

1,953.9 

1,046.7 

3,000.6 

Wheat  bulk  bnt 

20350.0 

2,877.0 

1,541.2 

4.418.2 

70,900.1 

12,874.1 

10,785.8 

23,660.1 

CommeaJ 

13.259.0 

1,962.3 

2.9833 

4,945.6 

Vegetable  Oil,  1  gal 

286.0 

213.1 

64.3 

277.4 

13,545.0 

2,175.4 

3,047.6 

5323.0 

Beana.  Pinto 

4,800.0 

2380.0 

600.0 

2.880.0 

Com  Soya  Blend 

9393.0 

2367.0 

1.872.2 

4339.2 

Rice,  bagged 

78380.0 

23,181.1 

14.761.7 

37,942.8 

Vegetable  Oil,  1  gal 

4.000.0 

2.980.0 

859.2 

3,839.2 

96,773.0 

30,808.1 

18,093.1 

48,901.3 

Corn  Soy  Milk 

683.0 

185.8 

85.4 

271.1 

Corn  Soya  Blend 

3336.0 

840.7 

417.0 

1357.7 

Rice,  bagged 

2.6820 

791.2 

3351 

1.126.4 

Vegetable  Oil,  1  gal 

726.0 

540.9 

90.8 

631.7 

Wheat  Flour 

2.000.0 

418.0 

250.0 

668.0 

9,427.0 

2,7763 

1,178.4 

3,954.9 

Vegetable  Oil.  1  gal 

1300.0 

1.117.5 

371.2 

1.488.8 

Com  Soya  Blend 

226.0 

57.0 

50.9 

107.8 

Vegetable  Oil.  S  gal 

74.0 

SS.1 

16.6 

71.8 

WOO 

112.1 

67.5 

179.6 

S.  F.  Sorghum  Grits 

965.1 

175.6 

281.2 

456.8 

Vegetable  Oil,  I  gal 

204.9 

1517 

61.0 

213.7 

Wheat  Soy  Blend 

705.0 

308.8 

202.7 

511.5 

Wheat,  bagged 

3324.0 

465.4 

291.8 

757.2 

Wheat,  bulk 

5.076.0 

710.6 

445.7 

1.156.3 

10375X1 

1313.1 

1,282  J 

3,095.4 

Wheat  Flour 

1345.0 

281.1 

168.1 

449.2 

Wheat  Soy  Blend 

150.0 

65.7 

18.8 

84.5 

1,495.0 

346.8 

186.9 

533.7 

Beana,  Navy 

1,000.0 

475.0 

206.2 

681.2 

Beana,  Pinto 

4.134.4 

1.963.8 

836.1 

2.800.0 

Com  Soya  Blend 

7.950.0 

2,003.4 

2,089.9 

4,093.3 

Com  bulk  w/bnt 

4.100.0 

377.2 

307.5 

684.7 

Corn,  bagged 

56.745.4 

5320.6 

11.1383 

16  359. 1 

Vegetable  Oil.  1  gal 

421.7 

314.2 

517 

366.9 

Vegetable  Oil.  5  gal 

1348.0 

929.8 

264.4 

1,194.1 
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Region        Country 


Commodity 


Mtns 


US  $000s 

Commodity 

Freight 

Total 

Value 

Value 

Value 

Subtotal 


75,599.5 


11,283.9 


14,895.4  26479.4 


Niger 
Rwanda 


Sulnotal 
Sao  Tome 


SnlMolal 
Senegal 

StiHoial 
Sierra  Leone 


Subtotal 


Somalia 


Vegetable  Oil,  1  gal 
Beans,  Pinto 
Com  Soya  Blend 
Com  bulk  w/bnt 
Commeal 
Sorghum,  bagged 
Vegetable  Oil.  1  gal 


Beans,  Pinto 
Commeal 
Rice,  bagged 
S.  F.  Commeal 
Wheat  Flour 


Rice,  bagged 
Sorghum,  bagged 
Vegetable  Oil,  1  gal 


Beans,  Pinto 
Bui  pur 

Com  Soya  Blend 
Rice,  bagged 
S.  F.  Commeal 
Vegetable  Oil,  1  gal 
Vegetable  Oil,  5  gal 
Wheat  Soy  Blend 


Beans.  Pinto 

Bulgur 

Com  Soya  Blend 

Lentils 

Rice,  bagged 

Sorghum,  bagged 

Vegetable  Oil.  1  gal 

Vegetable  Oil.  S  gal 

Vegetable  Oil.  55  gal 

Wheat  Flour 

Wheat  Soy  Blend 


Subtotal 


30.0 

22.4 

6.8 

29.1 

4,786.0 

2.273.3 

2,355.0 

4,628.3 

630.0 

158.8 

185.8 

344.6 

5,000.0 

460.0 

1.225.0 

1,685.0 

8,447.0 

1.250.2 

3.963.0 

5,213.1 

2,988.0 

265.9 

1.589.6 

1,855.6 

1.854.0 

1381.2 

704.2 

2,085.4 

23,705.0 

5,789.4 

10,022.7 

15312.1 

201.0 

95.5 

25.1 

120.6 

1,413.0 

209.1 

176.6 

385.8 

935.0 

275.8 

116.9 

392.7 

250.0 

45.0 

31.2 

76.2 

107.0 

224 

13.4 

35.7 

2,906.0 

647.8 

363.3 

1,011.0 

3.168.0 

934.6 

396.0 

1330.6 

965.0 

85.9 

72.4 

158.3 

115.0 

85.7 

14.4 

100.0 

4.248.0 

1,106.1 

4823 

1388.9 

630.0 

299.2 

141.3 

440.5 

10,680.9 

2,648.9 

2339.8 

4,988.7 

2317.0 

583.9 

321.3 

905.2 

3,421.0 

1,009.2 

427.6 

1,436.8 

209.0 

37.6 

51.1 

88.7 

310.0 

230.9 

75.7 

306.7 

1.206.1 

898.5 

239.4 

1.137.9 

1,083.0 

474.4 

135.4 

609.7 

19357.0 

6,182.7 

3,731.6 

9.914.2 

420.0 

199.5 

180.6 

380.1 

2321.0 

625.2 

504.2 

1,129.4 

160.0 

40.3 

48.9 

89.2 

10320.0 

3.663.6 

1203.1 

5,866.7 

27.000.0 

7,965.0 

10,965.1 

18,930.1 

24.649.0 

2,193.8 

6324.7 

8.718.5 

2.001.0 

1.490.7 

533.7 

2.024.4 

6.000.0 

4/470.0 

1,200.0 

5.670.0 

2.000.0 

1,248.0 

250.0 

1.498.0 

12,000.0 

2308.0 

1300.0 

4.008.0 

1.296.C 

567.6 

278.6 

846.3 

88367.0 

24,971.8 

24,188.9 

49,160.7 
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US  SOOOs 

Commodity 

Freight 

Total 

Region        Country 

Commodity 

Mtns 

Value 

Value 

Value 

Sudan 

Beans,  Pinto 

826.0 

392.4 

522.5 

914.8 

Com  Soya  Blend 

3.498.0 

881.5 

1.475.3 

2356.8 

Lentils 

18.064.0 

6,4117 

6.911.3 

13324.0 

Peat,  yellow  split 

1.890.0 

387.4 

843.6 

1,231.0 

S.  F.  Sorghum  Grits 

6.078.0 

1.106.2 

1,489.1 

2.595.3 

Sorghum,  bagged 

24.725.0 

2,200.5 

11,836.0 

14.036.5 

Vegetable  Oil.  1  gal 

8.051.0 

5.998.0 

2.794.7 

8,7917 

Vegetable  Oil.  55  gal 

400.0 

249.6 

50.0 

299.6 

Wheat  Flour 

1.630.0 

340.7 

203.8 

544.4 

Wheat  bulk  bnt 

12,000.0 

i  .680.0 

1.308.0 

2.988.0 

SulHotal 

77,162.0 

19,649.0 

27,434.2 

47,083.2 

Swaziland 

Corn  Soya  Blend 

3.6050 

908.5 

909.1 

1.817.5 

Togo 

Bulgur 

2.838.0 

703.8 

354.8 

1.058.6 

S.  F.  Commeal 

419.0 

75.4 

52.4 

127.8 

Vegetable  Oil.  1  gal 

1.383.3 

1.030.5 

172.9 

1.203.5 

Wheat  North  Spring  Dart  bulk 

5.076.0 

710.6 

380.7 

1,091.3 

Wheat  Soy  Blend 

2.723.1 

1.1917 

340.4 

1,533.1 

Subtotal 

1  2,439.4 

3,713.1 

1.301.1 

5,014.3 

1  'ganda 

Com  Soya  Blend 

210.0 

519 

47.2 

100.2 

Commeal 

80.0 

11.8 

18.0 

29.8 

Vegetable  Oil.  1  gal 

5.4680 

4,073.7 

1.230.3 

5304.0 

Subdual 

5,758.0 

4,138.4 

1,295.5 

5,434.0 

Zimbabwe 

Commeal 

5.000.0 

740.0 

1,075.0 

1.815.0 

Subtotal 

802,771.1 

193,005.9 

171,988.1 

364,993.9 

Asia              Afghanistan 

Wheat  Soft  White  bulk 

50,000.0 

7.000.0 

11.000.0 

18,000.0 

Bangladesh 

Vegetable  Oil,  1  gal 

7,741.0 

5.767.0 

967.6 

6,734.7 

Wheat  Hard  Durum  bnt 

37.000.0 

5.180.0 

2,775.0 

7,955.0 

Wheat  Soft  Red  Winter  bulk 

38.000.0 

5.320.0 

2,850.0 

8.170.0 

Wheat,  bulk 

52,500.0 

7350.0 

3.937.5 

11187.5 

Subtotal 

135041.0 

23,617.0 

10,530.1 

34,147.2 

Bhutan 

S.  F.  Bulgur 

750.0 

198.8 

168.8 

367.5 

Wheat  Soy  Blend 

38X0 

167.3 

86.0 

253.3 

SulHotal 

1,132.0 

3oo.  1 

254.7 

620.8 

India 

Bulgur 

35.876.0 

8.897.3 

3.695.8 

12.593.1 

Com  Soya  Blend 

170.177.0 

42.884.6 

20.206.0 

63.090.6 

Peas,  Green 

5.178.0 

1.061  5 

647.2 

1.708.7 

Peas.  Yellow 

1.700.0 

348.5 

212.5 

561.0 
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Region       Country 


Subtotal 
Indonesia 

Subtotal 

Nepal 
Thilippines 

Subtotal 


US  $000s 

Commodity 

Freight 

Total 

Commodity 

Mtns 
13/J00.0 

Value 

Value 
1,675.0 

Value 

Rice,  bagged 

3,953.0 

5.628.0 

S.  F.  Bulgur 

21,713.0 

5,753.9 

2,714.1 

8,468. 1 

Vegetable  Oil,  1  gal 

12334.3 

9.189.0 

1,483.0 

10,672.0 

Vegetable  Oil,  S  gal 

14,469.6 

10,779.9 

1,553.0 

12332.8 

Vegetable  Oil.  55  gal 

4.250.1 

2.652.0 

512.3 

3.164.3 

Wheat  bulk  bnt 

27,800.0 

3,8910 

1085.0 

5,977.0 

306,898.0 

89,411.7 

34,783.8 

124,195.6 

Rice,  bagged 

10.206.0 

3,010.8 

1,275.8 

4,286.5 

Wheat  Hard  Red  Winter  bulk 

9,400.0 

1316.0 

705.0 

2,021.0 

Wheat  Soy  Blend 

1,206.0 

528.2 

150.8 

679.0 

20,812.0 

4^55.0 

2,131.5 

6,986.5 

Wheat  Soy  Blend 

768.0 

336.4 

181.8 

518.2 

Bulgur 

29,136.0 

7,225.7 

3,642.0 

10,867.7 

Com  Soya  Blend 

19,175.9 

4.83Z3 

2,397.0 

7329.3 

Peas,  Green 

6,737.0 

1381.1 

842.1 

2323.2 

55,048.9 

13,439.1 

6,881.1 

20320.2 

Subtotal 

569,899.8 

139,025.4 

65,763.1 

204,788.5 

Euiope          Albania 

Beans,  Navy 

110.0 

52.2 

5.5 

57.8 

Beans,  Pinto 

500.0 

237.5 

25.0 

2615 

Vegetable  Oil,  1  gal 

400.0 

298.0 

20.0 

318.0 

Wheat  Flour 

4,789.0 

1.000.9 

842.6 

1,843.5 

Subtotal 

5,799.0 

1.588.7 

893.1 

2,481.7 

F-x-Yiigoslavia 

Beans,  Great  Northern 

18378.0 

8,729.5 

4,262.2 

12,991.8 

Beans,  Navy 

1.910.0 

907.2 

429.8 

1337.0 

Com  Soya  Blend 

247.0 

62.2 

24.7 

86.9 

Commeal 

593.0 

87.8 

593 

147.1 

Lentils 

1,700.0 

603.5 

232.5 

836.0 

Peas,  Green 

200.0 

41.0 

20.0 

61.0 

Rice,  bagged 

4324.0 

1346.1 

1,005.1 

23511 

Vegetable  Oil.  1  gal 

9,600.0 

7,1510 

2.108.1 

9360.0 

Vegetable  Oil,  5  gal 

4300.0 

3303.5 

1,059.0 

43614 

Wheat  Flour 

138350.0 

28,957.0 

29.426.9 

58383.9 

Wheat  Soy  Blend 

247.0 

108.2 

24.7 

1319 

Wheat,  bagged 

600.0 

84.0 

60.0 

144.0 

Subtotal 

180349.0 

51,1810 

38,712-2 

89394.2 

Macedonia 

Lentils 

216.0 

76.7 

56.8 

1333 

Rice,  bagged 

846.0 

249.6 

2223 

4711 

Vegetable  Oil.  55  gal 

162.0 

101.1 

416 

143.7 
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Repion       Country 


Subtotal 


US  $000s 

Commodity 

Freight 

Total 

Commodity 

Mtns 
900.0 

Value 

Value 

Value 

Wheat  Flour 

188.1 

236.7 

424.8 

Wheat  Hard  Red  Winter  bulk 

10.000.0 

1.400.0 

892.0 

2.292.0 

12,124.0 

2,015.4 

1,450.6 

3,466.0 

Subtotal 


198,472.0 


54,786.1 


41,055.9         95*42.0 


L  America    Bolivia 


Subtotal 
Brazil 

Subtotal 

Colombia 
Costa  Rica 

Subtotal 
Dominican  Rep. 


Subtotal 
12  Salvador 


Subtotal 


Guatemala 


Bulgur 

1,786.0 

442.9 

Com  Soy  Mrlk 

3.209.0 

872.8 

Com  Soya  Blend 

4338.6 

1,093.3 

Cornmeal 

785.0 

116.2 

Rice,  bagged 

250.0 

73.8 

S.  F.  Bulgur 

2,211.0 

585.9 

Wheat  Flour 

37,778.3 

7,895.7 

Wheat  Soft  Red  Winter  bnt 

6,238.0 

873.3 

Wheat  Soy  Blend 

3,736.0 

1,636.4 

60,331.9 

13,590.3 

Beans,  Pinto 

800.0 

380.0 

Wheat  Hard  Red  Winter  bulk 

8,400.0 

1,176.0 

9,200.0 

1,556.0 

Wheat  Flour 

2,284.0 

477.4 

Beans,  Pinto 

54.0 

25.6 

Rice,  bagged 

135.0 

39.8 

Wheat  Flour 

500.0 

104.5 

689.0 

170.0 

Beans,  Pinto 

650.0 

308.8 

Beans,  Red 

946.0 

449.4 

Bulgur 

1.383.0 

343.0 

Rice,  bagged 

1.473.6 

434.7 

Vegetable  Oil.  1  gal 

321.0 

239.1 

4,773.6 

1,774.9 

Beans.  Black 

425.0 

201.9 

Beans.  Pinto 

4.399.0 

2,089.5 

Com.  bagged 

7.470.0 

687.2 

Rice,  bagged 

5.026.0 

1,482.7 

Vegetable  Oil,  1  gal 

974.0 

725.6 

18,294.0 

5,186.9 

Beans,  Black 

2.186.0 

1.038.3 

Beans,  Pinto 

796.0 

378.1 

Com  Soya  Blend 

63452 

1.649.4 

401.9 

844.8 

722.0 

1,594.9 

976.2 

2,069.5 

176.6 

292.8 

56.2 

130.0 

497.5 

1,083.4 

8.500.1 

16395.8 

1,091.7 

1,965.0 

840.6 

2,477.0 

3,262.8 

26353.1 

100.0 

480.0 

630.0 

1,806.0 

730.0 

2,286.0 

285.5 

762.9 

6.8 

32.4 

16.9 

56.7 

62.5 

167.0 

86.1 

256.1 

81.2 

390.0 

118.2 

567.6 

172.9 

515.9 

184.2 

618.9 

40.1 

279.3 

596.7 

2371.6 

53.1 

255.0 

549.9 

2,639.4 

560.2 

1.247.5 

628.2 

2,110.9 

121.8 

847.4 

1,9133 

7,100.2 

273.2 

1311-6 

99.5 

477.6 

795.5 

2.444.9 
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P.L.  480  Title  II 

FY  1993  Approved  Program  Summary 

Country  /  Commodity  Profile 

Values  in  ($000s) 


US  $000s 

Commodity 

Freight 

Total 

Region       Country 

Commodity 
Com,  bagged 

Mtns 
6.662.6 

Value 

Value 

Value 

613.0 

461.4 

1,074.4 

Com,  bulk 

3318.0 

305.3 

248.8 

554.1 

Rice,  bagged 

5,7863 

1.706.9 

709.6 

2.416.6 

S.  F.  Bulgur 

3,852.9 

1.021.0 

481.6 

1302.6 

Vegetable  Oil,  1  gal 

1.716.0 

1378.4 

205.4 

1,483.8 

Vegetable  Oil,  5  gal 

107.0 

79.7 

13.3 

93.0 

Vegetable  Oil,  55  gal 

1317.6 

8222 

164.7 

986.9 

Wheat  Flour 

644.0 

134.6 

80.5 

215.1 

Subtotal 

32,931.6 

9,026.9 

3,533.6 

12360.5 

Guyana 

Beam.  Red 

60.0 

28.5 

7.5 

36.0 

Wheat  Flour 

250.0 

5X2 

31.2 

83.5 

Subtotal 

310.0 

80.8 

38.8 

119.5 

Haiti 

Beans,  Pinto 

522.0 

247.9 

81.1 

329.1 

Bulgur 

200.0 

49.6 

25.0 

74.6 

Com  Soya  Blend 

168.0 

4Z3 

34.7 

77.0 

Commeal 

645.0 

95.5 

80.6 

176.1 

Peas,  Green 

4,280.4 

877.5 

551.9 

1,429.3 

S.  F.  Bulgur 

21.860.9 

5.793.1 

3,135.7 

8,928.9 

S.  F.  Commeal 

795.0 

143.1 

99.4 

242.5 

S.  F.  Sorghum  Grits 

430.0 

78.3 

53.8 

13Z0 

Vegetable  Oil,  1  gal 

3,823.6 

2.848.6 

513.0 

3361.6 

Wheat  Soy  Blend 

6366.5 

2,744.7 

807.4 

3352.1 

Subtotal 

38,991.4 

12,920.6 

5,382.5 

18303.2 

Honduras 

Beans,  Red 

2.709.0 

1386.8 

338.6 

1.625.4 

Com  Soya  Blend 

2,803.0 

706.4 

350.4 

1,056.7 

Com,  bagged 

860.0 

79.1 

64.5 

143.6 

Rice,  bagged 

2392.0 

705.6 

299.0 

1,004.6 

S.  F.  Bulgur 

1353.0 

358.5 

169.1 

527.7 

Vegetable  Oil,  1  gal 

1,090.0 

8120 

136.2 

948.3 

Wheat  Hard  Red  Winter  bulk 

8,400.0 

1.176.0 

630.0 

1.806.0 

Wheat  North  Spring  Dark  bulk 

4,730.0 

6622 

354.8 

1.017.0 

Subtotal 

24337.0 

5,786.7 

2,342.6 

8,129.3 

Mexico 

Beans,  Pinto 

250.0 

118.8 

45.5 

164.3 

Com  Soy  Masa  Flour  (I) 

153.0 

28.8 

27.9 

56.6 

Com  Soya  Blend 

180.0 

45.4 

32.8 

78.2 

Com,  bagged 

4,174.0 

384.0 

450.6 

834.6 

Com,  bulk 

14,136.0 

1300.5 

1,060.2 

2360.7 

Rice,  bagged 

160.0 

47.2 

29.1 

76.3 

Vegetable  Oil,  1  gal 

308.0 

229.5 

43.8 

273.2 

Subtotal 

19361.0 

2,154.1 

1,689.9 

3*43.9 
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P.L.  480  Title  II 

FY  1993  Approved  Program  Summary 

Country  /  Commodity  Profile 

Values  in  ($000s) 


US  $000s 

Commodity 

Freight 

Total 

Region       Country 

Commodity 
Beans,  Black 

Mtns 
210.0 

Value 

Value 
26.2 

Value 

Nicaragua 

99.8 

126.0 

Beans,  Pinto 

120.0 

57.0 

15.0 

72.0 

Lentils 

1342.5 

476.6 

167.8 

644.4 

Rice,  bagged 

2,618.0 

77X3 

327.2 

1.099.6 

Vegetable  Oil.  1 

gal 

749.0 

558.0 

93.6 

651.6 

Wheat  Flour 

1361.3 

284.5 

170.2 

454.7 

Wheat  Soy  Milk 

690.9 

306.8 

86.4 

393.1 

Subtotal 

7,091.7 

2,554.9 

886.5 

3,441.4 

Panama 

Com,  bagged 

490.0 

45.1 

36.8 

81.8 

Vegetable  Oil,  1 

gal 

80.0 

59.6 

10.0 

69.6 

Subtotal 

570.0 

104.7 

46.8 

151.4 

Paraguay 

Commeal 

650.0 

96.2 

81.2 

177.4 

Vegetable  Oil,  1 

gal 

40.0 

29.8 

5.0 

34.8 

Subtotal 

690.0 

126.0 

86.2 

212.2 

Peru 

Beans,  Red 

2,942.1 

1397.5 

367.8 

1,765.3 

Bulgur 

23,098.0 

5.728.3 

2,883.4 

8,611.7 

Corn  Soy  Masa  Flour  (I) 

5,970.0 

1,1214 

716.5 

1,838.9 

Com  Soya  Blend 

15.443.8 

3,891.8 

1.930.5 

5,822.3 

Commeal 

2353.1 

348.3 

294.1 

6414 

Lentils 

6.220.5 

2,208.3 

768.8 

2,977.1 

Peas,  Green 

2330.0 

477.6 

291.2 

768.9 

Rice,  bagged 

20.5663 

6,067.1 

2,570.8 

8.637.9 

S.  F.  Bulgur 

3,727.0 

987.7 

447.2 

1,434.8 

S.  F.  Commeal 

3.599.0 

647.8 

449.9 

1,097.7 

Vegetable  Oil  bulk 

29,166.0 

14349.7 

3,663.6 

18,013.2 

Vegetable  Oil,  1 

gal 

1,830.0 

1363.3 

228.8 

1,5911 

Vegetable  Oil,  S 

gal 

8.687.3 

6.4710 

1.080.6 

7452.6 

Wheat  Flour 

31,140.0 

6.508.3 

3.860.0 

10368.3 

Subtotal 

157,073.2 

51,570.0 

19,553.0 

71.123.1 

Subtotal 

Near  East      Fgypt 

Subtotal 
Gaza 

Subtotal 


376,9283 


lif.nso.: 


50,4343       157,514.5 


Vegetable  Oil.  1  gal 
Wheat  Flour 


Beans.  Pinto 
Rice,  bagged 
Vegetable  Oil.  1  gal 
Wheat  Flour 


259.0 

193.0 

8,771.0 

1,833.1 

9,030.0 

2,026.1 

161.6 

76.8 

396.1 

116.8 

197.5 

147.1 

1,923.3 

4010 

2.678.5 

7417 

32.4 

225.3 

1.096.4 

2.929.5 

1,128.8 

3,154.8 

20.2 

97.0 

49.5 

166.4 

24.7 

171.8 

240.4 

6414 

334.8 

1,077.5 
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Country  /  Commodity  Profile 
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US  $0009 

Commodity 

Freight 

Total 

Region       Country 

Commodity 

Mtns 

Value 

Value 

Value 

Iraq 

Lenlils/Iraq 

4,190.0 

859.0 

795.0 

1,654.0 

Vegetable  Oil.  1  gal 

1.440.0 

1.0718 

273.2 

1.346.0 

Subtotal 

5,630.0 

1,931.8 

1,068.2 

3,000.0 

Lebanon 

Rice,  bagged 

3.150.0 

929.2 

513.2 

1.442.4 

Vegetable  Oil.  S 

g«l 

5.659.0 

4.216.0 

921.9 

5.137.9 

Subtotal 

8309.0 

5,145.2 

1,435.1 

6,580.3 

Morocco 

Vegetable  Oil.  1 

8*> 

850.0 

633.2 

106.2 

739.5 

Wheat  Flour 

5,982.0 

1 .250.2 

747.8 

1.998.0 

Subtotal 

6332.0 

1,883.5 

854.0 

2,737.5 

West  Bank 

Beans.  Pinto 

355.5 

168.9 

44.4 

213.3 

Rice,  bagged 

636.0 

187.6 

79.5 

267.1 

Vegetable  Oil,  1 

g«l 

307.4 

229.1 

38.4 

267.5 

Wheat  Flour 

2.787.9 

5817 

348.5 

931.2 

Subtotal 

4,086.9 

1,168.2 

510.9 

1.679.1 

Yemen  (ROY) 

Wheat  Flour 

11,263.0 

2354.0 

1.407.9 

3.761.8 

Subtotal 

48,329.4 

15,251.4 

6,739.6 

21,991.0 

world  Food  Program 

WFPUnallocated 

0.1 

0.0 

0.0 

0.0 

Ormiil  Total 

1,996,400.7 

509,149.0 

335,981.0 

845,129.9 
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INTERNAL  TRANSPORTATION 

Mr.  Durbin.  What  was  the  cost  of  internal  transportation  during 
fiscal  years  1992  and  1993  and  what  is  the  estimate  for  1994? 

Mr.  Schroeter.  I  will  ask  the  Agency  for  International  Develop- 
ment to  help  provide  that  information  for  the  record. 

[The  information  follows:] 

P.L  480  TITLE  II  INTERNAL  TRANSPORTATION  STORAGE  AND  HANDLING  (ITSH)  COSTS 

[In  millions  of  dollars] 

FY  FY  FY 

1992         1993         1994 

ITSH  Cost $79.8        $99      '  $75 

■Based  on  approved  programs  as  of  March  1993. 

Mr.  Durbin.  How  do  you  determine  what  internal  transportation 
costs  are  allowable  under  the  program? 

Mr.  Schroeter.  I  understand  that  it  is  AID's  policy  for  urgent 
emergency  requirements  to  pay  transportation  costs  involved  in 
moving  commodities  from  the  discharge  port  to  the  storage  and  dis- 
tribution sites  as  well  as  the  associated  storage  and  distribution 
costs.  The  private  voluntary  organizations,  cooperative  develop- 
ment organizations  and  the  World  Food  Program  submit  budgets 
for  these  costs  as  part  of  their  proposals  for  emergency  programs. 
Only  costs  in  direct  support  of  the  distribution  of  food  aid  re- 
quested in  the  specific  emergency  program  are  approved. 

EXTERNAL  TRANSPORTATION 

Mr.  Durbin.  What  was  the  cost  of  external  transportation  during 
fiscal  years  1992  and  1993  and  what  is  the  estimate  for  1994  and 
1995? 

Mr.  Schroeter.  I  will  request  that  information  from  the  Agency 
for  International  Development. 

[The  information  follows:] 

PUBUC  LAW  480  TITLE  II 

[In  millions  of  dollars] 


■> 

Fiscal  year — 

1992 

1993         1994 

1995 

External  Transportation  Costs1  

$242 

$237       $209 

$212 

1  Includes  costs  ot  ocean  transportation  and  transportation  to  border  ot  land-locked  countries. 

Mr.  Durbin.  Please  describe  what  external  transportation  costs 
are  allowable. 

Mr.  Schroeter.  In  managing  the  title  II  program  AID  includes 
ocean  transportation  and  in  the  case  of  land-locked  countries, 
transportation  costs  to  the  border  of  the  recipient  country.  In  addi- 
tion AID  monitors  shipments  to  assure  that  75  percent  of  the  ton- 
nage moves  on  U.S.  flag  vessels  as  required  by  the  Cargo  Pref- 
erence Act. 

Within  the  provisions  of  the  Cargo  Preference  Act,  commodities 
are  shipped  based  upon  the  estimated  lowest  landed  cost  to  the  for- 
eign destination.  This  concept  dictates  the  vendor  from  which  the 
commodity  is  procured  as  well  as  the  coastal  range  or  port  for  ex- 
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port.  The  offered  ocean  freight  cost  is  added  to  the  f.a.s.  or 
internodal  price.  The  lowest  combined  total  cost  of  the  f.a.s., 
internodal,  or  bridgeport  price  plus  the  ocean  freight  to  the  foreign 
destination  which  results  in  the  required  U.S.  flag  participation  is 
the  lowest  landed  cost. 

TITLE  II — SCHOOL  LUNCH 

Mr.  Durbin.  Please  describe  the  school  lunch  program  provided 
under  title  II  and  let  us  know  how  many  children  were  involved 
in  this  program  during  calendar  year  1993. 

Mr.  Schroeter.  The  title  II  program  provides  a  supplement  to 
school  lunches  in  a  number  of  developing  countries.  Often  the  title 
II  foods  are  complemented  with  vegetables  from  a  school  garden  as 
well  as  other  locally  produced  foods.  In  fiscal  year  1993,  four  mil- 
lion children  were  involved  in  school  feeding  programs  supported 
by  title  II. 

PROGRAM  NEEDS 

Mr.  Durbin.  Please  discuss  with  the  Committee  the  food  aid  re- 
quirements in  Africa,  sub-Saharan  Africa  and  other  parts  of  the 
world.  Where  is  the  greatest  need?  What  is  the  outlook? 

Mr.  Schroeter.  Currently,  the  greatest  need  for  food  assistance 
is  in  the  Caucasus  countries  of  the  former  Soviet  Union,  and  in  the 
Horn  of  Africa.  In  Africa,  millions  of  people  have  been  displaced  by 
civil  strife,  and  millions  more  are  threatened  by  potential  drought. 
Important  factors  such  as  crop  production  and  rain  forecasts  are 
being  closely  watched.  Continued  assistance  will  be  needed  if  the 
drought  worsens,  as  up  to  15  million  people  will  be  at  risk. 

In  the  Caucasus  countries,  a  significant  portion  of  the  popu- 
lations in  Armenia,  Georgia  and  Azerbaijan  have  been  identified  as 
being  at  risk  in  that  food  deficit  region.  Food  production  in  those 
countries  has  been  reduced  significantly  due  to  military  conflicts, 
which  combine  with  economic  dislocations  resulting  in  a  lack  of  re- 
sources and  agricultural  inputs  for  production.  This  situation  has 
been  compounded  by  the  region's  former  dependence  on  the  old  So- 
viet Union's  agricultural  distribution  system  for  food  imports, 
which  now  no  longer  exists.  In  fiscal  year  1995,  as  in  fiscal  year 
1994,  USD  A  expects  to  target  significant  amounts  of  food  assist- 
ance resources  to  these  countries  if  the  current  situation  persists. 

SOMALIA 

Mr.  Durbin.  Please  describe  for  the  record  what  USDA  commod- 
ities have  been  programmed  to  Somalia  during  fiscal  year  1993  and 
to  date  during  fiscal  year  1994.  We  are  interested  in  knowing  the 
commodities  and  dollar  value  under  all  USDA  programs. 

Mr.  Schroeter.  We  would  be  happy  to  furnish  that  information. 

[The  information  follows:] 
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SOMAUA — UNITED  STATES  AGRICULTURAL  COMMODITY  ASSISTANCE  PROGRAMMED 

[Fiscal  year  1993] 

Public  Law  480.  title  ll/PVO's  Section  416/wortd  food  pro-  Total 

Commodity                           gramme  

Metric  tons            $000  Me(fjc  ,ons            ,000  Metric  tons  $000 

Rice 27.000         7,965.0  27.000  7,965.0 

Vegetable  oil 10.000         7,208.7  10,000  7.208.7 

Com 66,720         6.405.1  66,720  6.405.1 

Lentils  10,320         3,663.6  10,320  3,663.6 

Sorghum 24,650         2,193.0           7,000           637.0  31,650  2,830.0 

Wheat  flour  12,000          2,508.0  12,000  2,508.0 

Bulgur  2,520            625.2  2.520  625.2 

Wheat/soy  blend 1,300            567.6  1,300  567.6 

Dry  beans 420            199.5  420  199.5 

Com/soy  blend 160             40.3  160  40.3 


Total 

88,370 

24,970.9 

73,720 

7,042.1 

162,090 

32,013.0 

SOMALIA— UNITED  STATES  AGRICULTURAL  COMMODITY  ASSISTANCE  PROGRAMMED 

(Fiscal  year  1993] 

Commodity 

Public  Law  480, 
PVO's* 

title  11/ 

Section  416/wortd  food  pro- 
gramme 

Total 

Metnc  tons 

Metric  tons 

$000 

Metric  tons 

$000 

$000 

Wheat  flour  3,600  1,136.8  3,600  1,136.8 

Vegetable  oil  5,000  4.425.0  5.000  4,425.0 

Rice 2,300  1,035.0  2,300  1,035.0 

Lentils  4,000  1,970.0  4,000  1.970.0 

Total 14,900  8,566.8  14,900  8,566.8 


*  PVO's-Pnvate  Voluntary  Agencies. 


FORMER  SOVIET  UNION 


Mr.  Durbin.  Are  any  title  II  commodities  being  provided  to  the 
FSU  and  if  so  what  countries,  commodities  and  amounts? 

Mr.  Schroeter.  Commodities  have  not  been  provided  to  the  FSU 
under  title  II. 

TITLE  III — GRANT  PROGRAM 

Mr.  Durbin.  During  fiscal  year  1993,  what  grant  agreements 
were  signed  under  title  III  and  in  what  amounts? 

Mr.  Schroeter.  I  will  provide  that  information  for  the  record. 
Since  title  III  is  managed  by  the  Agency  for  International  Develop- 
ment— A.I.D. — I  will  request  their  assistance  in  providing  that  in- 
formation. 

[The  information  follows:] 
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TITLE  III  PROGRAMMING 

Mr.  Durbin.  Please  describe  how  these  title  III  funds  are  used. 

Mr.  SCHROETER.  The  title  III  program  under  P.L.  480  is  an  all- 
grant  program  used  in  ways  which  are  integrated  into  the  overall 
development  strategy  of  A.I.D.  missions  at  the  country  level.  Title 
III  resources  are  especially  intended  to  benefit  the  poorest  coun- 
tries, and  several  criteria  were  established  in  section  302  of  Public 
Law  480  to  define  the  "least  developed  countries"  that  may  benefit 
from  title  III.  For  fiscal  year  1993,  61  countries  were  identified  as 
"least  developed"  and  eligible  for  title  III  food:  35  in  Africa,  16  in 
Asia,  3  in  Europe  and  the  Near  East  and  7  in  Latin  American  and 
Caribbean.  Actual  title  III  programs  in  fiscal  year  1993  included 
shipments  of  commodities  to  16  countries. 

I  will  submit  a  table  for  the  record  which  provides  details  on 
country  and  commodity  allocation  for  fiscal  year  1993. 

[The  information  follows:] 

Title  III — Development  Programs 

Ethiopia. — The  program  supports  movement  from  generalized  food  subsidies  to  a 
targeted  food  safety  net,  increased  private  sector  involvement  in  the  economy,  and 
increased  industrial  capacity  utilization  to  increase  employment  to  stabilize  post- 
war Ethiopia. 

Ghana. — Program  supports  increased  agricultural  marketing,  particularly  in  ex- 
port crops,  and  policy  reforms  to  increase  government  expenditures  on  infrastruc- 
ture, including  improved  rural  roads  and  maintenance. 

Guinea. — Program  supports  reducing  food  deficit,  contributing  positively  to  bal- 
ance-of-payments,  and  freeing  scarce  foreign  exchange  for  other  food  or  productive 
imports. 

Mali. — Program  supports  market  liberalization,  more  efficient  private  grain  trad- 
ing, improved  market  information  system  and  an  early  warning  system  to  help  iden- 
tify food  security  crises. 

Mozambique. — Program  supports  market  liberalization  and  promotes  a  targeted 
food  safety  net  to  enhance  food  security  of  the  poor  in  place  of  an  inefficient  ration- 
ing system  which  was  not  directed  toward  the  most  needy. 

Senegal. — Program  helps  reduce  the  national  food  deficit  and  increase  food  avail- 
ability. The  program  supports  policy  changes  in  food  pricing,  marketing  and  natural 
resource  management. 

Uganda. — Program  supports  policy  reforms  to  promote  rural  enterprises  and  sup- 
port community-based  cooperatives  aimed  at  improved  food  security.  Local  cur- 
rencies have  also  supported  projects  to  improve  rural  roads  and  expand  agricultural 
research. 

Bangladesh. — Program  supports  increased  private  sector  investment  in  agri- 
culture and  increased  access  to  health  services. 

India. — Program  supports  policy  reforms  that  promote  accelerated  economic 
growth  and  improved  food  security  for  India's  poor  majority.  The  commodities  im- 
ported help  improve  the  total  availability  of  vegetable  oil. 

Sri  Lanka. — Program  supports  institutional  reforms  aimed  to  improve  food  secu- 
rity and  increase  rural  incomes.  Policy  reforms  supported  by  Title  III  include:  pri- 
vatization of  a  state  fisheries  corporation,  revised  plant  quarantine  procedures,  re- 
duction of  export  taxes  on  key  products,  and  restructuring  of  the  Agricultural  Insur- 
ance Board. 

Bolivia. — The  program  supports  environmental  and  natural  resource  policy  re- 
forms designed  to  improve  natural  resource  management,  projects  that  develop  al- 
ternative sources  of  income  away  from  coca/cocaine,  and  health  projects  that  im- 
prove access  to  health  services. 

Guyana. — The  program  helps  support  rehabilitation  of  the  country's  sea  will  de- 
fenses and  its  drainage  and  irrigation  systems,  and  supported  the  removal  of  re- 
stricted wheat  sales  thereby  reducing  the  consumer  prices. 

Haiti. — The  program  supports  attainment  of  national  food  self-reliance,  increased 
access  to  food  by  those  most  needy,  and  improved  social  conditions  in  the  health, 
nutrition  and  child  survival  sectors. 
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Honduras. — Program  provides  balance-of-payments  support  and  increased  total 
food  availability,  strengthening  of  private  sector  organizations  designed  to  provide 
support  to  small  farmers,  a  food  stamp  program  for  mothers  and  children  at  risk 
of  malnutrition,  and  improvements  in  rural  infrastructure. 

Nicaragua. — Program  supports  reforms  designed  to  improve  private  agricultural 
sector  profitability  and  increase  temporary  employment,  thus  affecting  food  access 
and  availability.  In  addition,  supports  the  coverage  of  health  care. 

Peru. — Program  supports  policy  reforms  in  agricultural  imports,  marketing,  and 
exports. 

USDA/AID  RELATIONSHIP 

Mr.  Durbin.  For  titles  II  and  III  please  describe  for  the  Commit- 
tee your  role  in  carrying  out  these  programs. 

Mr.  Schroeter.  In  accord  with  the  changes  made  in  the  1990 
Farm  Bill,  FAS  has  no  formal  role  in  the  implementation  of  either 
title  II  or  title  III.  AID  is  responsible  for  the  implementation  of 
both  titles.  However,  we  do  discuss  with  the  appropriate  AID  offi- 
cials food  aid  requirements  and  programs  proposals  for  titles  II  and 
III  as  we  progress  through  the  year.  We  seek  especially  to  work 
AID  if  there  are  major  emergency  needs  that  may  require  addi- 
tional title  II  funds.  In  such  cases  we  work  with  AID  to  determine 
if  either  title  III  of  title  I  funds  are  available  to  assist  in  meeting 
such  needs. 

Mr.  Durbin.  Please  describe  the  role  of  the  two  agencies  in  carry- 
ing out  the  section  416  program. 

Mr.  Schroeter.  USDA  has  sole  responsibility  for  administering 
section  416(b)  donations.  However,  we  do  share  information  about 
section  416(b)  with  AID  staff  and  do  seek  any  information  they 
may  have  on  where  emergency  needs  may  exist.  The  relationship 
is  an  informal  working  one  with  both  agencies  sharing  information 
to  assure  that  within  prevailing  budget  resources  U.S.  food  aid 
reaches  the  people  who  need  it. 

SECTION  416(b) 

Mr.  Durbin.  What  is  the  difference  between  the  416(b)  program 
and  the  Food  for  Progress  program? 

Mr.  Schroeter.  There  are  several  fundamental  differences  be- 
tween these  two  program  authorities.  Section  416(b)  authorizes  un- 
committed stocks  of  CCC-owned  commodities  to  be  made  available 
for  donation  overseas  in  developing  and  friendly  countries.  Com- 
modities which  are  made  available  for  donation  must  have  been  ac- 
quired by  CCC  in  the  normal  course  of  its  operations,  including  op- 
eration of  the  domestic  price  support  programs. 

The  Food  for  Progress  Act  of  1985,  as  amended,  authorizes  U.S. 
food  assistance  to  be  provided  to  developing  countries  and  emerging 
democracies  which  have  made  commitments  to  introduce  or  expand 
free  enterprise  elements  in  their  agricultural  economies.  Commod- 
ities can  be  made  available  for  Food  for  Progress  programming 
through  the  use  of  P.L.  480  Title  I  funds  or  CCC  funds.  However, 
unlike  regular  section  416(b)  programming,  CCC  is  authorized  to 
purchase  commodities  on  the  commercial  market  for  Food  for 
Progress  programming  if  the  Corporation's  commodity  stocks  are 
insufficient  to  meet  program  commitments.  Food  for  Progress  also 
differs  from  regular  section  416(b)  programming  in  that  Food  for 
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Progress  commodities  can  be  made  available  to  recipient  countries 
through  either  donations  or  credit  sales. 

Commodities  made  available  under  both  section  416(b)  and  Food 
for  Progress  can  be  monetized — that  is  sold  on  the  local  market  in 
order  to  generate  local  currencies  in  order  to  support  certain  des- 
ignated activities  such  as  distribution  of  the  food  assistance  or  agri- 
cultural development  projects.  While  section  416(b)  designates  spe- 
cific uses  for  which  the  currencies  can  be  used,  the  Food  for 
Progress  Act  does  not  specify  how  the  commodities  or  currencies 
must  be  used.  However,  these  may  be  specified  in  the  individual 
Food  for  Progress  agreements. 

Finally,  Food  for  Progress  includes  a  specific  authorization  that 
up  to  $10  million  of  CCC  funds  or  commodities  may  be  used  to  pro- 
vide assistance  in  the  administration,  sale,  and  monitoring  of  food 
assistance  programs  in  order  to  strengthen  the  private  sector  in  re- 
cipient countries.  Section  416(b)  does  not  contain  similar  authority 
for  the  use  of  CCC  funds. 

Mr.  Durbin.  During  calendar  year  1993,  what  commodities  were 
distributed  under  section  416(b)  and  what  countries  received  these 
commodities?  Please  identify. 

Mr.  Schroeter.  Because  our  program  data  is  maintained  on  a 
fiscal  year  basis,  I  will  supply  a  report  on  fiscal  year  1993  section 
416(b)  activity. 

[The  information  follows:] 

Section  416(b)  Humanitarian  Assistance  Program  Summary  for  Fiscal  Year 

1993 

The  Secretary  of  Agriculture  made  available  2,951,000  metric  tons  of  various  com- 
modities (grains  and  dairy  products)  for  programming  under  Section  416(b)  during 
fiscal  year  1993.  Out  of  the  total  availability,  the  USG  committed  approximately  1.8 
million  metric  tons  valued  at  $383.3  million  to  countries  world-wide.  An  additional 
estimated  $150.0  million  was  provided  for  ocean  transportation. 

The  Newly  Independent  States — NIS — region  was  the  largest  recipient  of  Section 
416(b)  assistance.  Approximately,  63  percent  of  the  total  commitment  or  1.13  million 
metric  tons  were  donated  to  this  region  for  humanitarian  purposes.  This  as  followed 
by  Sub-Sahara  Africa,  which  received  approximately  35  percent  of  total  commitment 
through  WFP— 643,817  metric  tons — for  humanitarian  and  development  activities. 

The  largest  volume  for  individual  countries  was  provided  for  programs  in  Rus- 
sia—399,170  metric  tons,  Armenia,  Georgia,  Kygyzstan,  Moldova,  and 
Turkmenistan  each  received  more  than  100,000  metric  tons. 
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Mr.  DURBIN.  What  are  the  terms  and  conditions  for  distributing 
Section  416(b)  commodities? 

Mr.  SCHROETER.  All  section  416(b)  donations  are  provided  on 
grant  terms.  CCC  provides  the  commodities  from  stocks  and  pays 
appropriate  transportation  costs.  Section  416(b)  programs  can  be 
for  either  direct  feeding — the  most  frequent  type  of  program — or  for 
monetization.  In  the  case  of  monetization,  the  uses  of  currencies 
need  to  comply  with  the  appropriate  legislative  guidelines.  Section 
416(b)  agreements  can  be  with  private  voluntary  organizations,  de- 
veloping and  friendly  countries,  and  international  organizations, 
such  as  the  World  Food  Program. 

Mr.  DURBIN.  Are  all  of  the  section  416(b)  commodities  distributed 
from  CCC  inventory,  or  does  USDA  purchase  any  commodities  for 
distribution  under  this  section? 

Mr.  SCHROETER.  Under  the  authority  of  section  416(b)  of  the  Ag- 
ricultural Act  of  1949,  all  commodities  must  come  from  CCC  stocks; 
none  purchased  from  the  commercial  market. 

Mr.  DURBIN.  During  fiscal  year  1993  did  you  purchase  any  com- 
modities for  the  Food  for  Progress  program?  What  are  the  plans  for 
fiscal  year  1994? 

Mr.  SCHROETER.  Yes,  during  fiscal  year  1993  we  made  substan- 
tial purchases  from  the  commercial  market  for  use  in  Food  for 
Progress  programs.  The  largest  such  activity  was  to  assist  the  Rus- 
sian Federation.  I  will  provide  for  the  record  a  table  which  provides 
information  on  such  purchases  in  fiscal  year  1993.  For  this  fiscal 
year  we  will  also  make  purchases  from  the  commercial  market; 
however,  the  500,000  metric  tons  ceiling  on  Food  for  Progress  pro- 
gramming, which  is  applicable  this  year,  will  reduce  these  pur- 
chases from  the  unusually  high  level  of  last  fiscal  year.  We  would 
anticipate  the  types  of  commodities  to  be  purchased  this  year  to  be 
generally  similar  to  those  purchased  last  year. 

[The  information  follows:] 
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PROGRAMMED  FOOD  FOR  PROGRESS  FOR  FY  19*5 

REGION  BY  COUNTRY  BY  COMMODITY 

Commodity  Value  and  Metric  Ton* 

FINAL 


03/31*4 


FOOD  FOR  PROGRESS 

COUNTRY  BY 

COMMODITY 

COUNTRY 

COMMODITY 

Title  1 

Section  41< 

CCC  Purchases 

TOTALS 

000  MT 

000* 

000  MT 

000) 

000  MT 

000) 

000  MT 

000) 

EASTERN  EUROPE 

Albania 

Rice 

22.19 

4.800  00 

_ 

_ 

_ 

_ 

22.19 

4,800.00 

Albania 

Wheat 

83.06 

9.900  00 

— 

— 

— 

— 

83.06 

9.900.00 

Albania 

Sub-Total ... 

105.25 

14.700.00 

- 

- 

- 

— 

10525 

14,700.00 

Poland 

Com 

- 

- 

- 

- 

200.00 

19.000  00 

200.00 

19.000.00 

Poland 

Sub-Total ... 

- 

- 

- 

- 

200.00 

19,000.00 

200  00 

19.000.00 

..,-;      .:          

■     ;     ,:':_«  ".;■;< 

..u«^  •■ . 

.::, 

Eastern  Europe ... 

105.25 

14.700.00 

— 

— 

200  00 

19.000  00 

30S25 

33.700.00 

:            ;:                        ;::-■.    :~::i: 

:™w'r'::~^  ~"~^ 

■m 

~?mm[~t:  ■ 

SS-s^fSS^Sp  W^S^^^i  K^ii^lSg^' 

SWWfSs 

mmam*  «r   *■& 

NIS  COUNTRIES 

Armenia 

Rice 

26  99 

6.500  00 

_ 

_ 

_ 

_ 

26*9 

6,500.00 

Armenia 

Veggie  Burger 

- 

- 

- 

- 

0.43 

2.066  30 

0.43 

2,066.30 

A/menu 

Wheat 

50  00 

7,700  00 

— 

- 

— 

— 

50.00 

7.700.00 

Armenia 

Wheat  Flour 

0  26 

95  00 

~ 

- 

~ 

— 

0.26 

95.00 

Armenia 

Sub-Total ... 

77 .25 

14,295.00 

- 

- 

0.43 

2,066.30 

77.67 

16.361.30 

Belarus 

Baby  Cereal 

_ 

_ 

_ 

_ 

045 

1.301.00 

0.45 

1,301.00 

Belarus 

Baby  Food 

- 

- 

- 

- 

065 

1.193.70 

0.16 

1,193.70 

Belarus 

Beans 

- 

— 

— 

- 

090 

391.50 

0.90 

3*1  JO 

Belarua 

Com 

- 

- 

- 

- 

175  29 

16.652.50 

tfUi 

1«,(52.50 

Belarus 

Evaporated  Milk 

- 

- 

- 

- 

063 

159  40 

0*3 

15*40 

Belarus 

Infant  Formula 

- 

- 

- 

- 

063 

3,258  80 

063 

3.258.BS 

Belarus 

Rice 

- 

- 

- 

- 

186 

789  70 

1.89 

789.70 

Belarus 

Soybean  Meal 

- 

- 

- 

- 

25  00 

6.400.00 

25.00 

6,400  00 

Belarus 

Vegetable  Oil 

— 

— 

- 

- 

060 

508  20 

0*0 

508  JO 

Belarus 

Veggie  Burger- 

- 

- 

- 

- 

0.12 

579  40 

0.12 

579.40 

Belarus 

WDM.  Instant 

- 

- 

- 

- 

065 

2,36410 

0.85 

2.364. 10 

Belarus 

Wheat 

- 

— 

- 

- 

99  50 

16.417  50 

99.50 

14,417.50 

Belarus 

Wheat  Flour 

- 

- 

- 

- 

1.25 

295.20 

1.25 

295.20 

Belarus 

Whole  Dry  Milk 

- 

- 

- 

- 

060 

1,482.00 

0.60 

1.482.00 

Belarus 

Sub-Total ... 

- 

- 

- 

- 

308.14 

51,793.00 

308.14 

51.793.00 

Georgia 

Infant  Formula 

_ 

_ 

_ 

_ 

0  20 

1.042  80 

0.20 

1,042.80 

Georgia 

Rice 

- 

- 

- 

- 

2  00 

684  00 

2.00 

684.00 

Georgia 

Veggie  Burger 

- 

- 

- 

- 

042 

2,041.90 

0.42 

2,041.80 

Georgia 

Wheat 

247.89 

36.200  00 

- 

— 

- 

— 

247.89 

36JO0.O0 

Georgia 

Wheat  Flour 

— 

- 

— 

"- 

200 

455  80 

2.00 

45590 

Georgia 

Sub-Total ... 

247.99 

36.200.00 

— 

— 

4.62 

4,22450 

252.51 

40,424.59 

Kazakhstan 

Com 

_ 

_ 

_ 

„ 

58  89 

5.575  50 

58.89 

6,576.50 

Kazakhstan 

Rice 

- 

- 

- 

- 

129 

441  90 

1.29 

441  90 

Kazakhstan 

Vegetable  Oil 

- 

- 

- 

- 

065 

526  50 

0.85 

52*50 

Kazakhstan 

Whole  Dry  Milk 

- 

— 

— 

- 

0.20 

494  00 

0.20 

494.00 

Kazakhstan 

Sub-Total  - 

- 

- 

- 

- 

60.83 

7,037.90 

60.83 

7,037*0 

Kyrgyzstan 

Wheat 

113.07 

14.600  00 

- 

- 

- 

- 

113.07 

14,600.0* 

Kyrgyzstan 

Sub-Total ... 

113.07 

14.600.00 

- 

- 

- 

- 

113.07 

14,600  00 
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PROGRAMMED  FOOO  FOR  PROGRESS  FOR  FY  MM 

REGION  BY  COUNTRY  BY  COMMOOTTY 

Commodity  Value  and  Metric  Tone 

FINAL 


FOOO  FOR  PROGRESS 

COUNTRY  BY 
COMMODITY 

COUNTRY 

COMMODITY 

Title  1 

Section  41* 

CCC  Purchases 

TOTALS 

000  MT 

000$ 

000  MT 

000$ 

000  MT 

000$ 

000  MT 

000$ 

NIS  COUNTRIES  ■  «M 

itinutd 

Rueeie 

Baby  Cereal 

_ 

_ 

_ 

079 

2,298  10 

0.79 

2,298.16 

Rueeie 

Baby  Food 

— 

— 

— 

2^7 

4.184.60 

2.27 

4.184.90 

Rueeie 

Beans,  Red 

— 

— 

— 

0.59 

38410 

o.s» 

384.16 

Rueeie 

Butter 

8  89 

12.000.00 

- 

- 

- 

S.89 

12,000  00 

Rueeie 

Chicken 

9  00 

7.000  00 

- 

10.63 

8,000.00 

19.63 

19,00000 

Rueeie 

Com 

2,385  59 

252,953  00 

- 

298.14 

28.32480 

2,683.73 

281.277  JO 

Rueeie 

Egg  Powder 

- 

- 

— 

0.01 

3.80 

0.01 

IS* 

Rueeie 

Farine 

- 

— 

— 

048 

372.40 

0.48 

372.40 

Rueeie 

Infant  Formula 

- 

- 

- 

2.49 

12,989.10 

2.49 

12,989.10 

Rueeie 

Lentils 

— 

— 

— 

159 

696  42 

1.S9 

696.42 

Rueeie 

Peanut  Butter 

— 

— 

— 

0.27 

387  50 

0.27 

387.69 

Rueeie 

Peanut* 

714 

7.355.40 

- 

432 

3.000.00 

11.46 

10,355.40 

Rueeie 

Pork 

2.14 

4,700.00 

- 

8.75 

19.300.00 

10.89 

24,000.00 

Rueeie 

Rice 

3196 

7,000.00 

- 

91.62 

31,334.70 

123.58 

38,334.70 

Rueeie 

Soybean  Meal 

619  09 

131,807.20 

— 

— 

— 

619.09 

11 1.807  JO 

Rueeie 

Sugar 

- 

- 

- 

7.97 

5,000.00 

7.97 

5,000.00 

Rueeie 

Vegetable  Oi 

65  04 

40,00000 

- 

887 

7,614.40 

73.90 

47,614.40 

Rueeie 

Veggie  Burger 

- 

- 

- 

0.42 

2.041.90 

0.42 

2.041J6 

Rueeie 

WOM.  Instant 

— 

— 

— 

0.32 

1.171.80 

0.32 

1.171J0 

Rueeie 

Wheat 

376.57 

54,249  20 

- 

520.00 

85.800  00 

896.67 

140,049  JO 

Rueeie 

Wheat  Flour 

— 

— 

- 

3.40 

774.80 

3.40 

774(0 

Rueeie 

Whole  Dry  It* 

— 

— 

— 

186 

6,31030 

1.86 

8.J10.J0 

Rustle 

Sub-Total ... 

3,505.41 

517,064.90 

— 

964.90 

219.988.53 

4.470.21 

737,053.32 

rajikieun 

Rice 

_ 

_ 

0.07 

3380 

0.07 

33  90 

Tajikistan 

Wheat  Flour 

- 

— 

- 

3.90 

889  20 

3.90 

88*  M 

Tajikistan 

Whole  Dry  M* 

- 

— 

- 

0  30 

741.00 

0.30 

74100 

TeJIkleten 

Sub-Total .- 

— 

— 

— 

437 

1,664.00 

4.27 

1,664.00 

Ukraine 

Com 

_ 

_ 

_ 

199  67 

18.989  00 

199.67 

13.969  00 

Ukraine 

Veggie  Burger 

" 

"" 

— 

0.12 

579  40 

0.12 

879.40 

i«  Countfllet "  ' 

■M 

PP-^^r'l|-?-'r^^)|:-j| 

kmmJ 

aaaaaV^JLtJ 

SSSil  a-T!:g'.| 

<*■"■"  ■■~~1 

sm;»:  p 
mmmzrr — 1 

5,496.48 

888  482.4}] 

1 

•:?£&#:^¥?S£'$? 

:-'^flsfl 

Progrem  Totale 

■■■:    J     ■■■■■■■■■■           ■                  ] 

I    . 

1.74?9«] 

3*25.322  62 

Pssf'Jrt'^'f  j|  |'>r4KT  'r'g  i-1 1 

Food  for  Progri 
'  Title  l  ■  Based  on  actual  quantises  purchased  or 

cost  estimate  of  Sin  7  minor  (FAS/EC/PAD) 
*  Section  416(b)  -  No  countries  programmed  tor  FT  1983    (FAS/ECrPAD) 
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SEC.  416  TRANSPORTATION  COSTS 

Mr.  Durbin.  Do  you  have  authority  to  pay  any  transportation 
costs  under  section  416(b),  and  if  so,  what  were  the  transportation 
costs  associated  with  this  program  during  calendar  year  1993? 

Mr.  SCHROETER.  Yes,  section  416(b)  does  include  authority  to  pay 
transportation  costs.  The  language  is  based  on  the  PL  480  title  II 
language.  In  the  case  of  non-emergency  programs  CCC  may  pay 
transportation  costs  to  the  port  or,  in  the  case  of  land-locked  coun- 
tries, point  of  entry.  In  the  case  of  emergency  program  CCC  may 
pay  to  the  point  of  storage  and  distribution.  The  transportation 
costs  for  fiscal  year  1993  were  approximately  $240  million. 

OCEAN  TRANSPORTATION 

Mr.  Durbin.  Please  provide  a  table  for  the  record  showing  the 
transportation  costs  for  416(b)  and  Food  for  Progress  in  fiscal  year 
1992  and  1993  and  the  estimates  for  fiscal  years  1994  and  1995. 

Mr.  SCHROETER.  We  are  happy  to  provide  that  information. 

[The  information  follows:] 

TRANSPORTATION  COSTS  ASSOCIATED  WITH  SECTION  416(B)  AND  FOOD  FOR  PROGRESS 

PROGRAMMING » 
[In  thousands  of  dollars] 

Fiscal  year- 
Program  — — 

1992  actual         1993  actual       1994  estimate      1995  estimate 

Section  416(b) 99,680  313,303  152,000  12,000 

Food  for  Progress 39,742  38,928  30,000  30,000 

Total 139,422  352,231  182.000  42,000 

•Excludes  transportation  costs  for  Public  Law  480  Title  I  Food  for  Progress  which  are  funded  by  Public  Law  480,  not  CCC. 

DAIRY  EXPORT  INCENTIVE  PROGRAM 

Mr.  Durbin.  Please  provide  the  statutory  authority  for  DEIP  for 
the  record. 

Mr.  SCHROETER.  The  statutory  authority  for  the  DEIP  is  found 
in  section  153  of  the  Food  Security  Act  of  1985.  The  Food,  Agri- 
culture, Conservation,  and  Trade  Act  of  1990  extended  the  DEIP 
through  December  31,  1995. 

Mr.  Durbin.  Please  describe  how  this  program  operates? 

Mr.  SCHROETER.  The  DEIP  operates  in  a  manner  similar  to  the 
EEP.  As  with  the  EEP,  the  Department  of  Agriculture  pays  cash 
to  exporters  as  bonuses,  allowing  them  to  sell  U.S.  dairy  products — 
butterfat,  milk  powder,  and  cheese — in  targeted  countries  at  prices 
below  the  cost  of  acquiring  them. 

Mr.  Durbin.  What  was  the  cost  of  the  DEIP  in  fiscal  years  1992 
and  1993  and  what  is  the  estimate  for  fiscal  years  1994  and  1995? 

Mr.  SCHROETER.  In  fiscal  years  1992  and  1993,  USD  A  awarded 
DEIP  bonuses  of  $76.0  million  and  $161.8  million,  respectively. 
DEIP  bonus  awards  for  fiscal  years  1994  and  1995  are  estimated 
at  $156.0  million. 
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AMOUNTS  MONETIZED 


Mr.  Durbin.  What  amounts  were  monetized,  by  country,  and  or 
what  purpose,  during  fiscal  year  1993? 

Mr.  Schroeter.  I  will  provide  a  table  showing  for  the  section 
416(b)  program  the  monetization  programs  in  fiscal  year  1993. 

[The  information  follows:] 
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Mr.  Durbin.  What  difference  is  there  in  the  way  title  III  and 
Section  416  operate  other  than  title  III  is  a  direct  appropriation 
and  section  416  is  open-ended? 

Mr.  Schroeter.  There  are  several  differences  between  P.L.  480 
title  III  and  section  416(b),  in  addition  to  their  different  sources  of 
funding.  Title  III  authorizes  government  to  government  programs 
to  support  development  objectives  in  recipient  countries.  Title  III  is 
administered  by  AID;  although  the  commodities  provided  under 
these  agreements  are  purchased  from  the  U.S.  commercial  market 
by  USDA's  Agricultural  Stabilization  and  Conservation  Service — 
ASCS.  Section  416(b)  agreements  may  be  with  private  voluntary 
organizations  and  international  organizations  as  well  as  other  gov- 
ernments. Also  section  416(b)  programs  can  meet  emergency  needs 
as  well  as  supporting  on-going  humanitarian  and  development  ac- 
tivities. All  section  416(b)  commodities  come  from  uncommitted 
Commodity  Credit  Corporation  stocks  and,  therefore,  are  usually 
primarily  dairy  products  or  basic  grains.  Title  III  commodities  can 
be  a  wider  array.  AID  enters  into  multi-year  programs  under  title 
III;  section  416(b)  is  an  annual  program  which  depends  on  the 
availability  of  CCC  stocks. 

SECTION  416(b)  DONATIONS 

Mr.  Durbin.  Please  list  for  the  record  the  total  amount  of  section 
416(b)  commodities  donated,  by  fiscal  year,  since  fiscal  year  1984. 
Please  estimate  the  market  value  of  those  commodities  for  each  fis- 
cal year. 

Mr.  Schroeter.  I  will  provide  that  information. 

[The  information  follows:] 

Section  416(b)  commodity  programming 

Fiscal  year  and  metric  tons  Thousands 

1984—171,210  $158,900,000 

1985—146,763  129,800,000 

1986—335,696  125,000,000 

1987—1,425,397  246,796,200 

1988—1,795,394  193,925,600 

1989—801,493  97,969,200 

1990—17,745,154  164,686,400 

1991—1,833,211  M 260,772,000 

1992—1,618,489  317,907,400 

1993—1,828,887  382,938,600 

SEC.  416  OCEAN  FREIGHT  COSTS 

Mr.  Durbin.  During  calendar  year  1993,  how  much  was  paid  by 
CCC  for  ocean  freight? 

Mr.  Schroeter.  In  calendar  year  1993,  $315  million  in  ocean 
transportation  costs  were  paid  to  ship  commodities  under  the  sec- 
tion 416(b)  program.  The  amount  paid  includes  transportation  cost 
for  the  regular  Section  416(b)  and  Food  for  Progress  which  is  car- 
ried out  through  Section  416(b). 

FOOD  SHOWS 

Mr.  Durbin.  What  international  or  national  food  shows  were 
sponsored  by  FAS  during  calendar  1993,  and  what  shows  are  cur- 
rently scheduled  for  1994?  Also  indicate  the  location,  dates  and 
purpose  of  each  show. 
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Mr.  SCHROETER.  During  1993,  FAS  sponsored  four  food  shows. 
Their  purpose  was  to  promote  the  export  of  U.S.  consumer-ready 
food  products  by  facilitating  the  introduction  of  U.S.  products  and 
sales  representatives  to  foreign  buyers  attending  the  shows. 

Our  first  show  of  1993  was  the  American  Food  Fair  in  Taipei, 
Taiwan,  March  17  to  19.  Its  purpose  was  to  promote  exports  to  one 
of  the  fastest  growing  markets  on  the  Pacific  Rim.  Taiwan  is  a 
market  of  tremendous  potential,  and  the  American  Food  Fair  fo- 
cused media  and  trade  attention  on  how  U.S.  foods  could  be  effec- 
tively used  in  preparing  popular  Chinese  dishes. 

We  sponsored  a  USA  pavilion  at  Food  '93,  an  international  show 
in  Jeddah,  Saudi  Arabia,  April  25  to  28.  This  was  our  first  show 
in  Jeddah,  the  commercial  capital  of  Saudi  Arabia.  The  cash-rich 
markets  of  the  Gulf  Region,  where  we  have  two  ATO's,  always  re- 
ward U.S.  exhibitors  with  numerous  sales  opportunities. 

Our  third  show  as  the  "Festival  de  Alimentos  y  Bebidas,  USA," 
which  in  English  means,  "U.S.  Food  and  Drink  Festival".  This 
show,  the  largest  exhibition  of  U.S.  food  and  beverage  products 
ever  staged  outside  the  United  States,  took  place  in  Mexico  City, 
August  31,  to  September  2.  Our  sponsorship  helped  U.S.  exporters 
position  themselves  to  take  early  advantage  of  the  North  American 
Free  Trade  Agreement.  Mexico  is  also  our  third  largest  export  mar- 
ket for  consumer-ready  food  products. 

Finally,  we  sponsored  a  USA  pavilion  at  ANUGA  in  Cologne, 
Germany,  October  9  to  14.  ANUGA  is  the  largest  food  show  in  the 
world.  Only  at  ANUGA  can  U.S.  companies  expect  to  meet  large 
numbers  of  buyers  from  every  major  market  around  the  globe. 

During  1994,  FAS  is  sponsoring  five  shows.  In  the  Gulf  Region, 
we  sponsored  a  pavilion  at  MEFEX  in  Manama,  Bahrain,  January 
22  to  25.  We  are  sponsoring  a  pavilion  at  Southeast  Asia's  leading 
show,  Food  &  Hotel  Asia,  which  takes  place  in  Singapore,  April  12 
to  15.  This  show  is  closely  followed  by  the  Great  American  Food 
Show  in  Seoul,  Korea,  April  19  to  21.  Our  Korea  show  is  the  only 
purely  trade-oriented  food  show  in  what  is  currently  a  $400  million 
market  for  U.S.  consumer-ready  food  products.  FAS  will  again 
sponsor  the  "Festival  de  Alimentos  y  Bebidas"  in  Mexico  City,  Sep- 
tember 6  to  8.  With  the  signing  of  NAFTA,  U.S.  companies  are 
more  eager  than  ever  to  take  advantage  of  new  export  opportuni- 
ties south  of  the  border.  Finally,  FAS  is  sponsoring  a  USA  pavilion 
at  SIAL  in  Paris,  France,  October  23  to  27.  SIAL  is  the  leading 
international  food  show  in  Europe  this  year,  attracting  a  huge  au- 
dience of  qualified  buyers  from  Europe,  the  Middle  East  and  Africa. 

Mr.  Durbin.  Since  you  have  gone  to  full  cost  recovery  from  U.S. 
firms  participating  in  food  shows,  has  participation  declined? 

Mr.  SCHROETER.  Actually,  the  fees  being  paid  by  exhibitors  cover 
about  85  percent  of  our  costs  worldwide,  compared  to  less  than  45 
percent  in  1992.  We  are  continuing  our  efforts  to  increase  cost  re- 
covery by  setting  realistic  fees  and  trimming  expenses  wherever 
possible.  However,  we  are  taking  care  not  to  sacrifice  trade  show 
services  needed  by  our  exhibitors.  FAS'  role  is  to  facilitate  and  co- 
ordinate participation,  not  to  induce  high  levels  of  attendance 
through  subsidies.  But  to  answer  your  question,  it  is  not  clear  that 
higher  fees  are  having  any  significant  impact. 
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For  example,  at  MEFEX  94  we  sold  only  21  booths  at  $4,500 
each,  down  from  27  booths  sold  at  MEFEX  92,  when  we  charged 
exhibitors  $3,800  per  booth. 

For  our  Korea  show,  booth  sales  totalled  only  43  booths  at  $4,000 
each,  compared  to  1992  sales  of  52  booths  at  $3,500  each. 

We  cut  the  size  of  our  pavilion  at  Food  &  Hotel  Asia  from  54 
booths  in  1992  to  43  booths  this  year  in  order  to  reduce  our  non- 
recoverable  expenses,  even  though  we  raised  participation  fees 
from  $3,500  to  $4,000  per  booth. 

At  SIAL,  we  trimmed  the  size  of  the  USA  pavilion  from  84 
booths  in  1992  to  75  booths  this  year.  This  again  reflects  a  reduced 
budget  for  the  show  even  after  taking  into  account  a  fee  increase 
of  $1,500  that  raised  booth  prices  from  $7,500  to  $9,000. 

Fortunately,  we  have  been  able  to  sustain  exhibitor  participation 
in  our  trade  show  program  by  offering  lower  cost  shows,  such  as 
the  "Festival  de  Alimentos  y  Bebidas"  for  which  we  charge  about 
$2,000  per  booth.  The  lower  fee  is  possible  because  show  costs  are 
currently  much  lower  in  Mexico  than  in  most  European,  Middle 
Eastern  and  Asian  countries,  where  we  have  traditionally  sched- 
uled most  of  our  trade  shows. 

Mr.  Durbin.  What  is  the  typical  cost  to  participate  in  a  food 
show? 

Mr.  SCHROETER.  The  cost  of  participation  primarily  includes 
three  variables,  the  booth  fee,  international  transportation  and 
lodging.  Therefore,  the  cost  of  show  participation  can  vary  signifi- 
cantly from  show  to  show.  But  to  give  you  an  idea,  the  cost  of  ex- 
hibiting at  ANUGA  can  easily  exceed  $20,000  per  firm,  including 
our  booth  fee  of  $10,000  to  $12,000.  The  high  cost  of  goods  and 
services  in  Germany  makes  this  one  of  the  most  expensive  shows 
to  attend.  At  the  low  end,  a  firm  can  spend  less  than  $3,000  out 
of  pocket  to  exhibit  at  our  show  in  Mexico  City.  In  between  these 
two  extremes,  shows  on  the  Asian  side  of  the  Pacific  Rim  can  cost 
in  the  neighborhood  of  $10,000  per  firm. 

TRADE  SHOWS 

Mr.  Durbin.  What  are  the  major  trade  shows  scheduled  for  cal- 
endar year  1994,  where  will  they  be  held,  and  what  will  be  the 
dates? 

Mr.  Schroeter.  I  will  provide  for  the  record  a  table  listing  the 
major  1994  trade  shows  with  the  information  requested. 

[The  information  follows:] 

FAS  SPONSORED  TRADE  SHOWS  IN  1994 

Name  Location  Dates 

MEFEX  '94 Manama.  Bahrain  January  22-25. 

Food  &  Hotel  Asia  '94  Singapore April  12-15. 

Great  American  Food  Show Seoul.  Korea  April  19-21. 

Festival  de  Alimentos  y  Bebidas  USA  Mexico  City.  Mexico September  6-8. 

•94. 

SIAL  '94 Paris,  France October  23-27 

Mr.  Durbin.  What  is  the  anticipated  participation  and  attend- 
ance at  each  of  the  shows? 
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Mr.  SCHROETER.  I  will  provide  for  the  record  a  table  listing  the 
shows  with  the  information  requested. 
[The  information  follows:] 

FAS  SPONSORED  TRADE  SHOWS  IN  1994 

Name  Booths'  Attendance2 

MEFEX'94  21  3,000 

Food  &  Hotel  Asia  '94 43  20,000 

Great  American  Food  Show 43  3,000 

Festival  de  Alimentos  y  Bebidas  USA  '94  240  6,000 

SIAL'94  75 100,000 

1  Booths  sponsored  by  FAS/USDA. 
'Trade  visitors. 

DIPLOMATIC  RANK  OF  MINISTER-COUNSELOR 

Mr.  Durbin.  How  many  posts  now  hold  the  rank  of  Minister- 
Counselor  and  has  there  been  any  change  the  past  12  months? 

Mr.  SCHROETER.  FAS  presently  has  10  Minister-Counselor  posts. 
FAS  selected  these  posts  based  on  the  agricultural  importance  of 
the  countries  covered,  the  size  of  the  staffs,  and  the  potential  for 
expansion  of  agricultural  exports.  At  this  time  we  have  not  des- 
ignated the  remaining  2  posts  authorized  to  be  raised  to  the  Min- 
ister-Counselor level.  I  will  provide  for  the  record  a  list  of  the  10 
Minister-Counselor  posts. 

[The  information  follows:] 

U.S.  Mission  to  the  European  Communities,  Brussels,  Belgium 

Ottawa,  Canada 

Paris,  France 

Bonn,  Germany 

Rome,  Italy 

Tokyo,  Japan 

Seoul,  Korea 

Mexico  City,  Mexico 

Moscow,  Russia 

London,  United  Kingdom 

When  FAS  received  authority  to  increase  the  number  of  Minister-Counselor  level 
posts  from  8  to  12,  we  considered  5  posts:  Beijing,  Bonn,  Cairo,  New  Delhi,  and 
Rome.  Subsequently,  Bonn  and  Rome  were  promoted. 

DIPLOMATIC  RANK  OF  COUNSELOR 

Mr.  DURBIN.  What  posts  now  hold  the  rank  of  Counselor  and  has 
there  been  any  change  during  the  past  12  months. 

Mr.  SCHROETER.  FAS  has  19-designated  Counselor  posts  with  no 
increase  from  last  year.  I  will  provide  for  the  record  a  listing  of 
those  posts. 

[The  information  follows:] 

Buenos  Aires,  Argentina 

Canberra,  Australia 

Vienna,  Austria 

Brasilia,  Brazil 

Sofia,  Bulgaria 

Beijing,  China 

Cairo,  Egypt 

Guatemala  City,  Guatemala 

New  Delhi,  India 

Jakarta,  Indonesia 

The  Hague,  Netherlands 

Lagos,  Nigeria 

Manila,  Philippines 
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Warsaw,  Poland 
Madrid,  Spain 
Stockholm,  Sweden 
Geneva,  Switzerland 
Bangkok,  Thailand 
Caracas,  Venezuela 

AGRICULTURAL  TRADE  OFFICES 

Mr.  Durbin.  Please  list  for  the  record  the  location  of  the  Agricul- 
tural Trade  Offices  and  indicate  the  number  of  FAS  and  the  num- 
ber of  foreign  nationals  assigned  to  each  ATO. 

Mr.  Schroeter.  FAS  has  13  ATO's  in  key  markets.  I  will  provide 
a  list  for  the  record. 

[The  information  follows:] 

Countiy  City  *"*"'"?  Flireig'! 

'  officers)  nationals 

Dubai1  Dubai  

China Beijing 

Guangzhou  

Germany Hamburg 

Hong  Kong  

Japan Tokyo  

Osaka 

Korea  Seoul  

Mexico  Mexico  City 

Saudi  Arabia 2 Riyadh  

Singapore3 

Taiwan Taipei  

United  Kingdom '  London  


1 

2 

1 

2 

1 

3 

1 

3 

2 

4 

2 

5 

1 

2 

1 

5 

1 

3 

1 

2 

2 

1 

2 

1 

1 

3 

1  Also  covers  Bahrain,  Kuwait,  Qatar  and  the  Sultanate  of  Oman  and  the  United  Arab  Emirates. 

*  Also  has  a  branch  office  in  Jeddah,  Saudi  Arabia  and  also  cover  the  Yemen  Arab  Republic. 

3  Also  covers  Brunei,  and  Papua  New  Guinea  and  services  the  agricultural  marketing  requirements  in  Indonesia. 

'Also  covers  Ireland. 

Mr.  Durbin.  For  each  of  the  trade  offices,  please  indicate  the  co- 
operators  that  work  out  of  that  office. 
Mr.  Schroeter.  I  will  provide  that  information  for  the  record. 
[The  information  follows:] 

COOPERATORS  WHO  ARE  COLLOCATED  WITH  THE  AGRICULTURAL  TRADE  OFFICES 

[As  of  3/20/94] 
Country  City  Name  of  the  collocated  cooperator 

China Beijing American  Soybean  Association;  U.S.  Wheat  Associates;  U.S.  Feed  Grains  Coun- 
cil. 

Germany Hamburg  American  Plywood  Association;  USA  Poultry  &  Egg  Export  Council;  U.S.  Meat 

Export  Federation. 

Japan Tokyo  USA  Poultry  &  Egg  Export  Council;  U.S.  Feed  Grains  Council;  U.S.  Meat  Export 

Federation;  U.S.  Wheat  Associates.  Wood  Products  Industry:  American  Hard- 
wood Export  Council;  American  Plywood  Association;  Western  Wood  Products 
Association. 
Osaka  American  Hardwood  Export  Council;  U.S.  Meat  Export  Federation. 

Korea  Seoul  Cotton  Council  International;  American  Forest  &  Paper  Association;  U.S.  Feed 

Grains  Council;  U.S.  Meat  Export  Federation;  U.S.  Wheat  Associates. 

Mexico  Mexico  City U.S.  Feed  Grains  Council;  U.S.  Meat  Export  Federation;  USA  Poultry  &  Egg  Ex- 
port Council.  Wood  Products  Industry:  Southern  Forest  Products  Assoc.: 
American  Hardwood  Export  Council. 

Singapore  American  Soybean  Association;  U.S.  Meat  Export  Federation;  USA  Poultry  &  Egg 

Export  Council;  U.S.  Wheat  Associates. 

United  Kingdom  London National  Peanut  Council;  National  Renderers  Association;  American  Hardwood 

Export  Council;  American  Plywood  Association;  U.S.  Soft  Wood  Lumber  Asso- 
ciation; Southern  Pine  Marketing  Council;  Western  Wood  Products  Associa- 
tion. 
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Mr.  Durbin.  Do  you  anticipate  opening  any  new  trade  offices 
during  calendar  year  1994? 

Mr.  Schroeter.  We  do  not  anticipate  opening  any  additional 
trade  offices  in  1994. 

COOPERATOR  PROGRAM 

Mr.  Durbin.  Please  list  for  the  record  each  of  the  cooperators  and 
the  amount  they  will  receive  and  their  contributions  for  fiscal  years 
1993  and  1994. 

Mr.  Schroeter.  I  will  provide  for  the  record  two  tables.  The  first 
table  lists  each  cooperator  and  their  budgets  for  fiscal  years  1993 
and  1994.  The  second  table  reflects  cooperator  contributions  for  fis- 
cal years  1992  and  1993.  Contribution  data  is  not  available  for  fis- 
cal year  1994. 

[The  information  follows:] 
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FY93  AND  FY94  FMD  BUDGETS 


FY93 

FY94 

Approved 

Base 

Budget 

Budqet 

American  Embryo  Transfer 

16,666 

0 

Amer.  Forest  &  Paper  Association 

2,840.964 

2.912,000 

American  Horticultural  MC 

245,000 

222.000 

American  Quarter  Horse 

25.450 

23.000 

American  Seed  Trade  Association 

235,600 

214.000 

American  Sheep  Industry 

167.099 

129.000 

American  Soybean  Association 

7.466.091 

6,722.000 

Appaloosa  Horse  Club 

9.951 

9,000 

California  Tree  Fruit 

445.919 

0 

Cotton  Council  International 

1.863.000 

1.813,000 

EUSAFEC 

87,500 

91,000 

Leather  Industries  Association 

174,700 

159,000 

Livestock  Exporters  Association 

18.500 

0 

MIATCO 

98.700 

91,000 

Millers  National  Federation 

21.400 

19,000 

Mohair  Council  of  America 

21.000 

19.000 

NASDA 

204.955 

186.000 

National  Animal  Breeders 

90.000 

82,000 

National  Cottonseed  Producers 

154.955 

141.000 

National  Dairy  Board 

399.600 

363,000 

National  Dry  Bean  Council 

102.000 

98,000 

National  Hay  Associates 

49.975 

62.000 

National  Peanut  Council 

473.718 

621.000 

National  Renderers  Association 

1,096,383 

1.137,000 

National  Sunflower  Association 

301.150 

273,000 

National  Swine  Records 

52.475 

50,000 

Papaya  Administrative  Commission 

63.360 

57,000 

Protein  Grain  Products 

53.430 

62.000 

SUSTA 

100.000 

91.000 

Tobacco  Associates 

149,000 

0 

USA  Dry  Pea  &  Lentil 

176,700 

160.000 

USA  Poultry  &  Egg 

1.720.545 

1,560,000 

USA  Rice  Council 

1.946,500 

1,742.000 

U.S.  Beef  Breeds  Council 

116,830 

106.000 

U.S.  Dairy  Genetics/Export  Inc. 

525,000 

0 

U.S.  Feed  Grains  Council 

6,691.162 

5,841.000 

U.S.  Hide,  Skin  &  Leather 

44,000 

42.000 

U.S.  Livestock  Genetics  Export  Inc. 

0 

542,000 

U.S.  Meat  Export  Federation 

2.006.446 

1,937,000 

U.S.  Wheat  Associates 

7.396.898 

6,686,000 

Western  Growers  Association 

0 

11,000 

WUSATA 

205.050 

127,000 

TOTALS 

37.857.672 

34.400.000 

S:\MOS\123\BASEBUDG.WK4 
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UNLIQUIDATED  BALANCE 

Mr.  DURBIN.  What  were  the  annual  obligations  for  the  cooperator 
program  for  the  last  ten  fiscal  years  and  what  are  the  latest  esti- 
mates for  fiscal  years  1994  and  1995? 

[The  information  follows:] 

Cooperator  Program  Annual  Obligations 

[In  millions  of  dollars] 

Fiscal  year:  Amount 

1995  est  20.0 

1994  est  30.0 

1993 30.0 

1992 24.6 

1991 30.0 

1990 29.5 

1989 32.0 

1988 32.3 

1987 31.1 

1986 28.9 

1985 33.7 

1984 31.3 

Mr.  DURBIN.  Please  provide  for  the  record  a  table  showing  year- 
end  unliquidated  balances  for  the  cooperator  program  for  the  past 
ten  fiscal  years  and  the  estimate  for  fiscal  year  1994. 

[The  information  follows:] 

Cooperator  Program  Unliquidated  Balances  * 

[In  million  of  dollars] 

Fiscal  year:  Amount 

1994  est  33.1 

1993 34.1 

1992 37.8 

1991 46.5 

1990 49.4 

1989 50.8 

1988 46.8 

1987 43.5 

1986 36.4 

1985 49.2 

1984 44.8 

1  Balances  reflect  adjustment  in  prior  years  and  are  net  of  accrued  expenditures. 

LANDSAT  DATA 

Mr.  DURBIN.  Please  describe  the  program  you  have  for  evaluating 
LANDSAT  data.  Describe  what  type  of  data  you  purchase,  how  the 
data  is  evaluated  and  how  accurate  your  estimates  are  based  on 
use  of  this  technique. 

Mr.  Schroeter.  The  Foreign  Agricultural  Service's  Remote  Sens- 
ing Program  has  been  the  largest  civil  user  of  LANDSAT  data. 
LANDSAT  imagery  analysis  is  an  important  element  in  the  De- 
partment's monthly  lockup  process  that  analyzes  the  world  agricul- 
tural production,  supply,  and  demand  situation.  The  major  applica- 
tion of  LANDSAT  data  is  to  monitor  the  condition  and  expected 
yield  of  crops  in  designated  countries.  These  crops  include  wheat, 
coarse  grains,  rice,  oilseeds  and  cotton  in  major  competitor  and  im- 
porting countries.  Also,  FAS  supports  ASCS  domestic  commodity 
and  program  analysis  by  submitting  regular  and  ad  hoc  reports  on 
crop  conditions  and  crop  disasters.  For  example,  FAS  satellite  im- 
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agery  analyses  of  1993  Midwest  flooding  were  used  extensively  by 
the  Department  to  determine  areas  of  greatest  crop  loss. 

FAS  purchases  LANDSAT  Thematic  Mapper  digital  data,  both 
full-resolution  and  sampled.  This  data  is  received  daily  on  tapes 
and  is  processed  and  analyzed  immediately.  Analysts  visually  as- 
sess crop  conditions,  relative  yield,  reservoir  levels,  and  field  oper- 
ations by  comparison  to  imagery  acquired  earlier  in  the  crop  season 
and  to  other  crop  years.  Additionally,  crop  yield  equations  are  auto- 
matically calculated  and  entered  into  a  world  grid-cell  data  base. 
The  derived  greenness  index  may  then  be  quantitatively  related  to 
yield. 

The  accuracy  and  reliability  of  USDA  crop  condition  assessments 
and  production  estimates  have  been  enhanced  and  have  steadily 
improved  since  the  FAS  remote  sensing  program  became  oper- 
ational in  1983.  Through  daily  operational  analysis  of  LANDSAT 
data  we  have  gained  experience  and  increased  both  our  confidence 
and  skill.  Our  recently  updated  computer  support  system  provides 
superior  capabilities  in  processing  speed  and  storage  capacity.  High 
levels  of  accurate  assessments  have  been  routinely  confirmed  by 
subsequent  ground  truth  crop  observations  and  official  year  end 
commodity  harvest  reports. 

Mr.  Durbin.  How  much  did  you  receive  from  the  Commodity 
Credit  Corporation  during  fiscal  year  1993  for  the  purchase  of 
LANDSAT  data  and  what  are  your  current  plans  for  fiscal  year 
1994. 

Mr.  SCHROETER.  FAS  received  $2.2  million  from  the  Commodity 
Credit  Corporation  for  fiscal  year  1993  for  the  purchase  of  satellite 
imagery  and  services  and  to  fund  2  FAS  staff  positions.  This  is  the 
same  amount  as  has  been  received  by  FAS  since  fiscal  year  1986. 
FAS  will  receive  $2.2  million  in  fiscal  year  1994.  This  will  be  used 
to  purchase  LANDSAT  imagery  as  well  as  SPOT  imagery  as  the 
loss  of  LANDSAT-6  has  required  us  to  go  to  other  sources  of  multi- 
spectral  imagery  to  meet  our  global  coverage  requirements. 

Mr.  Durbin.  What  is  the  total  cost  of  the  LANDSAT  program, 
separately  identifying  people  assigned  to  the  program  and  the  pur- 
chase of  data.  You  might  show  that  information  for  fiscal  years 
1993,  1994,  and  1995. 

Mr.  SCHROETER.  The  LANDSAT  program  is  one  component  of  the 
total  FAS  remote  sensing  effort.  For  fiscal  year  1993,  LANDSAT 
program  costs  totaled  $2.4  million  which  included  $1.8  million  for 
LANDSAT  imagery,  $.4  million  for  6.5  staff-years  of  FAS  support 
and  $.2  million  for  commercial  support  costs. 

For  fiscal  year  1994,  LANDSAT  program  costs  are  expected  to 
decline  to  $1.45  million,  $1  million  for  imagery,  $.25  million  for 
four  staff-years  of  FAS  support  and  $.2  million  for  continuing  com- 
mercial support.  Lower  LANDSAT  imagery  costs  in  fiscal  year  1994 
are  due  to  the  loss  of  the  LANDSAT-6  satellite.  This  has  neces- 
sitated purchase  of  high-resolution  SPOT  satellite  data  to  monitor 
areas  which  would  have  been  covered  by  LANDSAT-6. 

For  fiscal  year  1995,  we  expect  the  LANDSAT  program  costs  to 
be  similar  to  fiscal  year  1994  costs.  However,  this  will  hinge  on  the 
condition  and  operability  of  LANDSAT-4  and  5  satellites;  both  are 
servicing  well  beyond  their  expected  life  span.  Should  these  sensors 
fail,  FAS  will  turn  to  other  high-resolution  sensors. 
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LANGUAGE  TRAINING 

Mr.  Durbin.  How  much  did  you  spend  on  language  training  dur- 
ing fiscal  year  1993,  and  what  are  your  estimates  for  1994  and 
1995? 

Mr.  Schroeter.  In  fiscal  year  1993,  $292,147  was  spent  on  lan- 
guage training.  For  fiscal  years  1994  and  1995,  estimates  for  lan- 
guage training  are  $322,000  and  $340,000,  respectively. 

Mr.  Durbin.  During  fiscal  year  1993  and  to  date  for  fiscal  year 
1994,  how  many  FAS  employees  have  been  enrolled  in  language 
training,  by  language? 

Mr.  Schroeter.  In  fiscal  year  1993,  a  total  of  54  FAS- Washing- 
ton employees  attended  language  training.  In  fiscal  year  1994  to 
date,  30  employees  have  enrolled  in  language  training.  The  list  of 
language  training,  by  language,  is  provided  for  the  record. 

[The  information  follows:] 

Fiscal  year — 

Language  

1993  1994 

Arabic  1  0 

Chinese 3  0 

French  11  6 

German 2  2 

Greek 2  0 

Indonesian  1  0 

Italian 1  1 

Japanese 3  2 

Korean 2  1 

Polish 1  0 

Portuguese 1  1 

Russian 7  2 

Spanish 16  13 

Dutch  1  0 

Danish  0  1 

Hindi  1  1 

Total  53  30 

Mr.  Durbin.  Where  do  your  employees  receive  this  training  and 
what  is  the  average  cost  per  student?  What  is  the  length  of  the 
training? 

Mr.  Schroeter.  Most  of  the  employees  receive  their  language 
training  at  the  Foreign  Service  Institute — FSI,  Department  of 
State.  The  average  length  of  training  is  approximately  23  weeks 
and  an  average  cost  $10,000  per  student.  A  few  employees  receive 
training  from  other  facilities,  including  private  tutorial  language 
schools. 

FAS  CONFERENCES 

Mr.  Durbin.  What  FAS  conferences  are  scheduled  during  the 
coming  12  months  and  where  and  when  will  such  conferences  be 
held? 

Mr.  Schroeter.  FAS  tries  to  hold  counselor  and  attache  con- 
ferences in  each  of  our  three  regions  of  the  world  at  least  every  18 
months.  We  are  in  the  process  of  organizing  a  conference  for  the 
Western  Hemisphere  region  during  May.  We  cycle  these  between 
spring  and  fall.  Next  fall,  would  be  conference  in  Europe,  followed 
by  a  spring  1995  conference  in  Asia. 
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EMPLOYEE  RETREAT 

Mr.  Durbin.  Has  FAS  held  any  employee  management  retreats 
during  the  past  12  months,  and  if  so,  where  and  what  was  the  cost? 
[The  information  follows:] 

Title/Cost  Location  Purpose 

Dealing  with  Transition  and  Change;  $14,568 Rosslyn,  VA  Build  a  more  cohesive,  sup- 
portive, productive  team 
that  will  more  easily 
meet  the  agency's  goals 
as  well  their  personal 

goals. 

Mr.  Durbin.  Has  FAS  held  any  large  training  sessions  during 
the  past  12  months,  and  if  so,  where,  what  was  the  purpose  of  the 
training  and  what  was  the  cost? 

[The  information  follows:] 

Title/Cost  Location  Purpose 

Understanding  and  Utilizing  Personnel  System;  $7,500 Washington,  DC  Provide  employees  with 

hands  on  information  on 
the  Foreign  Service  and 
Civil  Service  systems  of 
FAS. 

Career  Development  Workshops  $12,360  Washington,  DC  Provide  career  counseling 

and  guidance  in  pursuit 
of  individual  career  de- 
velopment. 

Speaking  with  Ease;  $6,800 Washington,  DC  Develop  presentation  skills 

for  employees. 

Contracting  Officers,  Representatives;  $5,500  Washington,  DC  Technical  training  for  em- 
ployees who  are  respon- 
sible for  monitoring  of 
various  contracts  for  the 
agency. 

Management/Leadership  Skills  for  Secretary  for  Secretaries;    Washington,  DC  Develop  leadership  skills  for 

$3,200.  key  secretaries  within  the 

agency. 

Secretarial  Retreats;  $3,300 Baltimore,  MD  Developmental  and  career 

enhancement  program  for 
secretarial/administrative 
staff. 

EEO  Advisory  Committee  Workshop;  $3,245 Washington.  DC  Orientation  for  new  mem- 
bers of  the  committee. 

Writing  with  Power  Workshops  $7.200 Washington,  DC  Develop  writing  skills  of  em- 
ployees. 

Foreign  Service  Management  Training:  $11,391  Arlington,  VA  Orientation  for  Foreign  Serv- 
ice employees  returning 
to  Washington  from  as- 
signments. 

Leadership  Academy;  $95,475 Laurel.  MD To  enhance  leadership  skills 

of  all  supervisors  and 
managers 

Stress  Management:  $21.697 Williamsburg,  VA To  provide  employees  ap- 
proaches to  managing 
productive  stress,  thereby 
benefiting  the  organiza- 
tion as  well. 
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TRAVEL 


Mr.  Durbin.  Please  provide  for  the  record  a  list  of  all  overseas 
travel  by  employees  of  the  General  Sales  Manager  during  calendar 
year  1993,  including  a  description  of  the  purpose  of  each  visit  and 
the  locations  visited. 

[The  information  follows:] 
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YAME 


DATES  OF  TRAVEL 


CITIES 


PURPOSE 


LeRoy  Barrett 
Marketing  Specialist 
Office  of  Food  Safety 
and  Technical  Services 


1/6-1/17/93 


Riga,  Tallinn. 
Frankfurt 


Investigate  two  grain  quality  complaints. 


LeRoy  Barrett 
Marketing  Specialist 
Office  of  Food  Safety 
and  Technical  Services 

LeRoy  Barrett 
Marketing  Specialist 
Office  of  Food  Safety 
and  Technical  Services 


6/13-6/18/93 


6/26-7/9/93 


Port-ot-Spaln, 
Grenada 


Moscow 


Meet  with  government  officials  and  private  sector 
Importers  In  Trinidad  and  Tobago  and  Grenada  to 
discuss  problems  with  the  GSM  programs. 


Meet  with  Russian  officials  regarding  rice  exports. 


Randall  Baxter 

Ag  Marketing  Specialist 

CCC  Operations  Drv. 


4/21  -5/1/93  London,  Geneva,  Meetwith  current  and  prospective  Former  Soviet 

Prague,  Budapest,  Union  (FSU)  third  country  buyersfor  EEP,  DEIP, 

Bucharest  Sofia.  and  SOAP  to  facilitate  sales.  Obtain,  through  an 

Frankfurt.  Athens  Interview  process,  a  better  understanding  ot 

how  FSU  end  users  and  third  country  buyers  are 
generating  the  hard  currency  needed  to 
facilitate  these  transactions.  Meet  with 
contacts  in  East  Europe  to  assess  dairy 
supply/demand  situation. 


Casey  E.  Bean 
Agricultural  Economist 
Program  Development  Dlv. 


1/12-1/21/93 


Paris.  Yerevan 


Negotiate  and  sign  PL.  480  Food  tor 
Progress  Agreement  with  Armenia. 


Amy  Brooksbank 
Agricultural  Economist 
Program  Development  Div. 


2/26-3/13/93  Caracas.  Santiago  Gather  information  on  banking  sector  and 

to  educate  bankers  and  importers  on  Ihe  export 
credit  guarantee  programs.  GSM  - 1 02  and  1 03. 


Richard  J.  Chavez 

Ag.  Marketing  Specialist 

CCC  Operations  Div. 


1/25-1/28/93 


Mexico  City 


Meet  with  officials  ot  CONASUPO  to  discuss 
recent  purchase  of  nonfat  dry  milk  from  CCC 
Meet  with  current  and  potential  buyers  of 
butter  and/or  butteroll. 


Christopher  E.  Goldthwait       1/9-1/15/93 
Acting  General  Sales  Mgr. 


Mom.mw 


Consult  with  Russian  officials  on  tood  aid 
agreements  and  credit  guarantees. 


Christopher  E.  Goldthwait        10/12-10/22/93 
Acting  General  Sales  Mgr. 


Hong  Kong,  Accompany  Secretary  Espy  to  meet  with  foreign 

Shenzhen,  Belfng,  government  officials  and  key  contacts  Involved 

Shanghai  in  trade  of  U.  S.  agricultural  products. 


Christopher  E.  Goldthwait       11/12-11/19/93 
Acting  General  Sales  Mgr. 


Belling,      ■>  Meet  with  officials  of  the  Chinese  Ag  Ministry 

Puerto  Vallarta,  regarding  achieving  resolution  of  the 

Telletla  Controversa  Kuhn  (TCK)  Issue. 

Participate  in  the  1 993  Mexican  Grain 

Marketing  Conference 
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NAME 


DATES  OF  TRAVEL 


CtTIES 


PURPOSE 


W.  Qulntln  Gray 
Area  Manager  for 
Latin  America  &  Caribbean 
Program  Development  Dtv. 


2/23-3/4/93  Mexico  City.  Give  speeches  on  the  GSM  ctedl  gunantee 

Guatemala  City,  program  at  tie  US  Dairy  Genetics  Council 

San  Salvador.  Conference  In  Mexico  City  and  at  Die  American 

Memphis  Cotton  Shippers  Association  Semrax  In  Memphis. 

Confer  with  Agricultural  Attache  and  local 
Importers  on  the  price  bands  issue  and  the 
P  L     480  programs  In  Guatemala  and  El  Salvador 


W.  Qulntln  Gray     " 
Area  Manager  for 
Latin  America  &  Caribbean 
Program  Development  Dtv. 


6/6-6/8/93 


Mexico  City 


Speak  on  the  GSM-1 02  program 
at  the  US  Cotton  Council 
Textile  Conference. 


W  Quintin  Gray 
Area  Manager  for 
Latin  America  &  Caribbean 
Program  Development  Dtv. 


6/13-6/27/93  Singapore.  Jakarta.        Speak  on  the  GSM -102  program  at  the  Cotlon 

Seoul  Council  International  Conference  (CCO  In 

Singapore.  Accompany  CCI  officials  to  Indonesia 
to  discuss  the  GSM-1 02  program  wth  the 
Indonesian  textile  manufacturers. 
Confer  wtth  the  Spinners  and  Weavers 
Association  of  Korea. 


W  Qulntln  Gray 
Area  Manager  fa 
Latin  America  &  Caribbean 
Program  Development  Dtv. 


11/17-11/21/93  Puerto  Vallarta  Discuss  the  GSM -102  programs  w«h 

Mexican  grain  Importers  at  the  North 
American  Export  Grata  Association's 
U.STMexIco  Agriculture  Trade  Forum. 


Jm  Higglston 
Area  Manager 
Europe  and  Africa  Area 
Program  Development  Drv. 


2/12-3/9/93 


Frankfurt.  Alma-Ata. 
Bishkek.  Tashkent. 
Ashgabat.  Moscow 


Negotiate  Title  I  Agreements  In  Turkmenistan 
and  Kyrgyzstan.  Brief  U.S.  Embassy  and  local 
officials  on  GSM-1 02  programs  In  each  country. 


Jm  Higglston 
Area  Manager 
Europe  and  Africa  Area 
Program  Development  Dtv. 


10/4-10/16/93  London.  Brussels.  Participate  In  an  American  Soybean  Association 

Bucharest.  Vienna.  sponsored  conference  and  to  discuss  existing. 

Bratislava.  Soda.  or  proposed.  GSM  credit  guarantee  programs 

Frankfurt  with  local  officials. 


Lorie  A  Jacobs 
Agricultural  Economist 
Program  Analysis  Dtv. 


10/2-10/24/93 


Hong  Kong.  Bejing, 
Ulaanbaatar. 
Harbin.  Khabarovsk. 
Vladivostok.  Moscow 


Assist  embassy  staff  and  government  officials 
in  establishing  a  monitoring  system  n  Mongolia 
for  Section  416(b)  commodities.  Mentor 
Catholic  Relief  Services  program  in  Far  East 
of  Russia. 


Omar  S.  Karawa 
Agricultural  Economist 
Program  Analysis  Dtv. 


6/21  -5/29/93 


Rome 


Attend  the  U.S.  Delegation  to  the  Thtty -fifth 
Session  of  the  Committee  on  Food  Aid  Policies 
and  Programs.  (CFA  -36)  and  the  Tenth  Session 
of  the  Subcommittee  on  Protects. 
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NAME 


DATES  OF  TRAVEL 


CITIES 


PURPOSE 


James  F.  Keefer 
Supvy  Ag  MMg  Spec. 


9/17-10/2/93 


Moscow 


Service  previously  signed  Section  416(b)  and 
Food  lor  Progress  agreements  and  expedite 
development/signing  of  pending  agreements 
Assess  overall  effectiveness  of  our  program. 
Assist  In  the  development  and  the  negotiations 
on  proposed  Joint  Commission  agreement 


Juanlta  M  Lambert 

Ag  Marketing  Specialist 

Program  Analyse  Dlv 


3/6-3/13/93 


Mexico  City 


Meet  with  government  and  private  sector 
officials,  concerning  Section  416  (b)  programs 
Review  and  finalize  three  private  voluntary 
organizations  (PVO)  and  one  Government  - 
to -Government  fiscal  year  1993  Section  41 6(b) 
program  proposals  In  order  to  expedite 
signing  of  the  agreements  and  commodity 
shipments    visit  fiscal  year  1 992  project  sites. 


Juanlta  M.  Lambert 

Ag  Marketing  Specialist 

Program  Analysis  Dlv. 


10/16-10/27/93 


Rome 


Attend  the  U.S.  Delegation  to  the  Thtty-Slxfh 
session  of  the  Committee  Food  Policies  and 
Programs.  (CFA-36)  and  the  Eleventh 
session  of  the  Subcommittee  on  Projects. 


Benjamin  I  Muskovitz 
Agricultural  Economist 


3/14-3/19/93 


Caracas. 
Paramaribo 


Negotiate  and  sign  a  $5  0  million  PL  480 
Title  I  agreement  with  Surname. 


Benlamln  I  Muskovitz 
Agricultural  Economist 


6/13-6/18/93  Port-ot-Spali  Meet  with  government  officials  and  private 

sector  Importers  In  Trinidad  and  Tobago  and 
Grenada  to  discuss  problems  wltht  he  GSM 
programs 


Allan  P  Mustard 
Deputy  Coordinator 
Eastern  Europe  and 
Soviet  Secretariat 


1/9-1/17/93 


Moscow 


Consult  with  Russian  officials  on  food  aid 
agreements  and  credit  guarantees. 


Allan  P  Mustard 
Deputy  Coordinator 
Eastern  Europe  and 
Soviet  Secretarial 


10/18-10/27/93  Kiev.  Moscow  Participate  In  high-level  delegation  on 

economic  aftats  to  be  led  by  the 
senior  dkector  tor  Russian  affairs  Nick  Bums 
of  the  National  Security  Council. 


Eugene  P.  Philhower 
Country  Analysis 
Program  Development  Dlv 


11/28-12/8/93  Beijing,  Port  Moresby.     Review  banks  and  meet  with  participants 

Jakarta.  Hong  Kong       to  further  develop  the  GSM  program. 
Guangzhou.  Singapore 
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NAME 


DATES  OF  TRAVEL 


CITIES 


PURPOSE 


Judith  A.  Phillips 
Ag  Marketing  Specialist 
Eastern  Eirope  and 
Soviet  Secretariat 


6/26-7/3/93 


Moscow 


Assist  the  Office  ot  the  Agricultural  Counselor 
in  the  programming  of  Section  416(b)  local 
currency  proceeds. 


Judith  A.  Phillips 
Ag.  Marketing  Specialist 
Eastern  Europe  and 
Soviet  Secretariat 


10/2-10/23/93  Moscow.  Kiev.  Negodale/dlscuss  Joint  Commission 

Minsk.  Warsaw  agreements.  Review  USD  A  Seed 

Act  and  Emerging  Democracy  programs. 


Thomas  Pomeroy 
Deputy  Coordinator 
Eastern  Europe  and 
Soviet  Secretariat 


9/4-9/18/93 


Bucharest  Sofia 


Examine  prospects  tor  USDA  Seed  Act  Activities 


Thomas  Pomeroy 
Deputy  Coordinator 
Eastern  Europe  and 
Soviet  Secretariat 


11/20-11/24/93 


Bucharest 


Present  USDA  technical  assistance  program 
to  U.S.  Embassy  and  Romanian  officials. 


Kerry  E.  Reynolds 

Director 

Program  Development  Drv 


2/6-2/17/93  Natobi.  Cape  Town.       Participate  In  US.  Wheat  Associates  seminars 

Johannesburg.  In  Natobi  and  Cape  Town.  Promote  the 

Gaborone  development  and  utilization  olGSM-ioa 

programs  in  southern  Africa. 


Phillip  Rowse 

Ag.  Marketing  Specialist 


12/6-12/14/93 


Geneva.  Amsterdam. 
Paris 


Discuss  purchases  of  nonfat  dry  mik  and 
butler  oil  under  Direct  CCC  Sales  with  two 
multinational  buyers  located  in  Europe. 
Discuss  current  market  developments  In 
the  nary  hdustry. 


Donald  W  Street 
Chief  Negotiator 
CCC  Operations  Drv. 


1/26-1/28/93 


Mexico  City 


Meet  with  officials  of  CONASUPO  to  discuss 
recent  recent  purchase  of  nonfat  dry  milk  from 
CCC.  Meet  with  current  and  potential  buyers  of 
butler  and/or  butteroil. 
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OTHER  SERVICES  ACCOUNT 

Mr.  Durbin.  Please  provide  a  detailed  sub-object  class  break- 
down for  the  "Other  Services"  account  for  fiscal  years  1993,  1994 
and  1995. 

[The  information  follows:] 

OTHER  SERVICES 

[In  thousands  of  dollars] 

,q„         1994  cur-     h,„!?95„ 

1993    *"'*»"  buy 

Consulting  services $1,074  $1,115  $939 

NFC  services 221  220  224 

Arts  and  graphics  102  127  132 

Training  1,177  1,177  1,214 

Storage  of  household  goods 229  229  235 

Security  investigations 95  95  98 

Representation  119  128  128 

Maintenance  and  repair  of  equipment 574  623  697 

Design  Fees  and  construction  1,011  1,011  1,031 

Cooperator  projects— market  development  29,968  29,968  19,968 

Research  agreements 790  770  775 

Distributed  administrative  support 5,950  6,386  6,747 

ADP  services 10.746  9,292  9,425 

Medical  and  dental  care 78  77  79 

Miscellaneous  services 777  960  941 

Total  52,890       52,178       42,634 

EQUIPMENT 

Mr.  Durbin.  Please  provide  a  sub-object  class  breakdown  for  the 
"Equipment"  account  for  fiscal  years  1993,  1994,  and  1995. 
[The  information  follows:] 

EQUIPMENT 

[In  thousands  of  dollars] 


1993         Kn 


1995 
jd  get  n 
quest 


Motor  vehicles  $17 

Attaches  furniture  &  fixtures 362         $167         $184 

Other  equipment  438  256  256 

Total  817  413  440 

STAFF-YEARS  AND  DOLLARS  BY  PROGRAM 

Mr.  Durbin.  Please  provide  for  the  record  a  table  similar  to  the 
table  that  appears  on  page  548  of  last  year's  hearings  that  shows 
each  of  the  programs  of  the  General  Sales  Manager  and  the  staff- 
years  and  dollars  associated  with  each. 

[The  information  follows:] 


300 

GENERAL  SALES  MANAGER 


Fiscal  year  1994 — 
Program  

Program  level  Support  costs        Staff-years 

Public  Law  480: 

Title  l/lll  i  $717.1  $1.6  23 

Title  11/416  821.6  .6  10 

EEP 1,000.0  3.6  59 

Direct  sales 1,000.0  .5  9 

GSM  102/103 5,700.0  2.8  44 

Total  8,338.7 9.2  145 

1  Reflects  fiscal  year  1994  budget  rescissions  for  Public  Law  480  Title  I  and  III. 

STAFF  YEARS  AND  DOLLARS  BY  PROGRAM 

Mr.  Durbin.  According  to  the  table  on  page  548  of  last  year's 
hearings,  51  of  your  staff-years  are  devoted  to  the  GSM- 102/103 
program  and  51  are  devoted  to  EEP.  Why  does  EEP  cost  $3.6  mil- 
lion and  the  GSM  program  cost  $2.7  million  when  they  each  have 
51  staff  years. 

Mr.  SCHROETER.  The  table  in  last  year's  hearing  incorrectly  dis- 
played the  staff-year  distribution  by  program.  This  has  been  cor- 
rected in  the  table  displaying  the  distribution  by  program  for  FY 
1994  which  reflects  a  staff-year  distribution  for  the  EEP  and  GSM 
programs  of  59  and  44  staff-years  respectively.  While  both  pro- 
grams are  labor  intensive,  the  EEP  is  more  so  primarily  due  to  the 
extensive  front  end  analysis  of  the  participant  bid  review  process. 

OBJECT  CLASSIFICATION  TABLE 

Mr.  Durbin.  Please  provide  for  the  record  an  object  classification 
table  for  the  Office  of  the  General  Sales  Manager  for  fiscal  years 
1993,  1994,  and  1995. 

GENERAL  SALES  MANAGER  CLASSIFICATION  BY  OBJECTS— FISCAL  YEARS  1993-95 

[In  thousands  of  dollars] 


1993 


1994  cur-       1995  budg- 
rent  plan        et  request 


1,296 

1,309 

193 

199 

10 

10 

359 

362 

80 

81 

200 

174 

58 

59 

2 

2 

Personnel  compensation  $6,759         $6,960         $6,985 

Personnel  benefits 1,298 

Travel  and  Transportation  of  persons  193 

Transportatin  of  things 10 

Rents,  communications,  utilities  359 

Printing  and  reproduction 80 

Other  services  107 

Supplies  and  materials 58 

Equipment  2 

Total 8,866  9,158  9,181 

OTHER  SERVICES  AND  EQUIPMENT 

Mr.  Durbin.  Also,  please  provide  a  sub-object  class  breakdown 
for  "Other  Services"  and  "Equipment"  for  the  Office  of  the  General 
Sales  Manager  for  fiscal  years  1993,  1994,  and  1995. 

[The  information  follows:] 
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GENERAL  SALES  MANAGER— FISCAL  YEARS  1993-94 

[In  thousands  of  dollars] 


1993 


1994  cur- 
rent plan 


200 


1995  budg- 
et request 


OTHER  SERVICE 

Contractual  services  $8 

NFC  services 34 

Arts  and  graphics  2 

Training  32 

Security  investigations 12 

Maintenance  and  repair  of  equipment 8 

ADP  services 

Miscellaneous  services 11 

Total  107 

Equipment 

Other  equipment  2 


34 

35 

2 

2 

32 

32 

12 

12 

8 

8 

63 

67 

41 

10 

174 


AGRICULTURAL  EXPORTS 

Mr.  Durbin.  Would  you  please  provide  for  the  record  the  top  ten 
U.S.  agricultural  exports,  in  terms  of  dollar  value,  for  fiscal  years 
1992  and  1993,  and  the  forecast  for  fiscal  year  1994. 

Mr.  Schroeter.  For  the  record,  the  top  ten  U.S.  agricultural 
product  groups  exported  are  oilseeds  and  products,  horticultural 
products,  livestock  products,  coarse  grains,  wheat  and  flour,  feeds 
and  fodders,  cotton,  tobacco,  poultry  and  products  and  rice.  Since 
legislation  also  tasks  FAS  with  market  development  activities  for 
wood  and  fish  products,  I  will  also  include  export  figures  for  these 
product  categories. 

[The  information  follows:] 

EXPORT  OUTLOOK  FOR  THE  TOP  TEN  U.S.  AGRICULTURAL  PRODUCT  GROUPS 

[In  billions  of  dollars] 


Product  groups 


Fiscal  year- 


1992 

1993 

1994  forecast 

$7.3 

$7.4 

$7.0 

6.9 

7.3 

7.7 

6.0 

5.9 

6.1 

5.7 

5.1 

4.7 

4.5 

5.0 

4.3 

2.1 

2.2 

2.3 

22 

1.5 

2.0 

1.6 

1.4 

1.2 

1.2 

1.3 

14 

0.8 

0.8 

1.1 

4.0 

46 

4.7 

423 

425 

425 

6.6 

7.3 

(') 

33 

29 

(') 

Oilseeds  and  products  

Horticultural  products  

Livestock  products  

Coarse  grains 

Wheat  and  flour 

Foods  and  fodders  

Cotton 

Tobacco  

Poultry  and  products 

Rice  

Other  

Total  agriculture  

Wood  products 

Fish  and  seafood  

Total  agriculture,  wood,  and  fish 

1  Not  available. 

Note— USDA's  World  Board  is  the  source  on  FY  '94  forecasts. 


52.2 


52.7 


(') 
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AGRICULTURAL  IMPORTS 

Mr.  Durbin.  Would  you  please  provide  for  the  record  the  top  ten 
U.S.  agricultural  imports,  in  terms  of  dollar  value,  for  fiscal  years 
1992  and  1993,  and  the  forecast  for  fiscal  year  1994. 

Mr.  SCHROETER.  For  the  record,  the  top  ten  U.S.  agricultural 
product  groups  imported  are  fruit  and  juices,  vegetables  and  prep- 
arations, beef  and  veal,  wine  and  malt  beverages,  grain  and  feed, 
live  animals,  coffee,  oilseeds  and  products,  tobacco  and  sugar  and 
products.  I  will  also  include  import  figures  for  the  wood  and  fish 
product  categories. 

[The  information  follows:] 

IMPORT  OUTLOOK  FOR  THE  TOP  TEN  U.S.  AGRICULTURAL  PRODUCT  GROUPS 

[In  billions  of  dollars] 

Fiscal  year — 

Product  groups 

1992  1993  1994  forecast 

Fruits,  including  juices $3.4  $3.1  $3.1 

Vegetables  and  preps 2.1  2.4  2.5 

Beef  and  veal 1.3  1.9  1.9 

Wine  and  malt  beverages 1.9  1.9  1.8 

Grain  and  feed 1.5  1.6  2.1 

Live  animals 1.3  1.6  1.6 

Coffee  and  products  1.8  ■  1.5  1.6 

Oilseeds  and  products 1.1  1.2  1.4 

Tobacco  1.3  l.i  rj.7 

Sugar  and  products 1.1  l.i  l.i 

Other 7.4  7.0  6.7 

Total  agriculture 24.2  24.4  24.5 

Wood  products 6.0  7.7  {>) 

Fish  and  seafood  5.5  5.7  (i) 

Total  wood  and  fish  11.5  13.4  (i) 

Total  agriculture,  wood,  and  fish 35.7  37.8  (') 

1  Not  available. 

Note— USOA's  World  Board  is  the  source  on  FY  '94  forecasts. 

Mr.  Durbin.  Would  you  also  list  the  top  ten  items  imported  for 
this  period  by  dollar  value? 

Mr.  Schroeter.  Using  the  Standard  International  Trade  Classi- 
fication— SITC — codes,  we  can  identify  the  top  ten  items — both  ag- 
ricultural and  non-agricultural  products — imported  by  the  United 
States  in  value  terms.  The  data  are  compiled  on  a  calendar  year 
basis,  and  no  forecasted  figures  for  calendar  year  1994  are  avail- 
able. I  will  provide  for  the  record  a  list  of  the  top  ten  items  for  1992 
and  1993. 
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[The  information  follows:] 


TOP  TEN  ITEMS  IMPORTED  BY  THE  UNITED  STATES 

[In  billions  of  dollars] 


Calendar  year — 


1992 

1993 

$52.5 

$53.6 

38.4 

41.0 

26.5 

2S.9 

20.6 

20.8 

18.1 

18.7 

14.0 

R2 

11.6 

12.3 

11.0 

11.9 

11.2 

11.7 

9.5 

10.1 

Motor  vehicles  

Crude  oil  and  products 

Computers  

Thermionic  cathodes  

Motor  vehicle  parts  

Telecommunication  equip  ... 
Children's  toys  and  games 

Oil  (not  crude) 

Footwear  

Women's  coats  and  caps  ... 


Total  -. - „ 580.5  603.4 

Note. — Based  on  groups  organized  at  the  three-digit  level. 

REPRESENTATION  ALLOWANCE 

Mr.  Dtjrbin.  During  fiscal  year  1993,  how  much  of  the  represen- 
tation allowance  was  used  in  Washington  and  how  much  was  used 
overseas? 

Mr.  SCHROETER.  Of  the  $125,000  available  for  representation  ac- 
tivity in  fiscal  year  1993,  $93,578  was  used  overseas  and  $22,856 
was  used  in  Washington. 

Mr.  Dtjrbin.  Please  provide  for  the  record  a  listing  of  how  the 
funds  were  used  in  Washington  during  fiscal  year  1993. 

[The  information  follows:] 

Representative  -  Washington  Courtesies,  Fiscal  Year  1993 

Date — Function  Amount 

Oct.  6 — Administrator/Netherlands  $32 

Oct.  27— Administrator,  APHIS/Mexico  982 

Oct.  28 — Deputy  Assistant  Secretary/Foreign  Attaches 744 

Oct.  28— Administrator/CONASUPO/Mexico  121 

Nov.  1— Secretary/GATT 2,706 

Nov.  4 — ^Administrator/Philippines  ^ 77 

Nov.  12 — Emerging  Democracies/Almaty  Govt.  Delegation 137 

Nov.  19— Secretary/GATT 1,000 

Dec.  14 — Administrator/Saudi  Arabia  30 

Dec.  15 — Secretary/Gifts  for  Foreign  Diplomats  1,160 

Dec.  17 — Administrator/Foreign  Attaches  2,877 

Feb.  19 — Administrator/Switzerland 241 

Feb.  26— Administrator/Thai  Citrus  Team 406 

Mar.  24 — Administrator/Korea  845 

Apr.  14— Administrator/USTR/Korea  75 

Apr.  28 — Biotechnology/Korea  769 
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Apr.  30 — Administrator/Uruguay  Round 501 

May  11 — Administrator/Uruguay  Round 80 

May  11 — Administrator/EC  Delegation  64 

May  12 — Under  Secretary/Chinese  Grain  Team 755 

May  12 — ^Administrator/Uruguay  Round 60 

May  12 — Administrator/EC  Delegation  536 

May  12 — Administrator/China  82 

May  13 — Administrator/Netherlands 85 

May  26 — Administrator/Japanese  994 

May  27 — Special  Trade  Negotiator/Australia 614 

May  28 — ^Administrator/Russia  52 

May  31 — Under  Secretary/France  643 

Jun.  2 — Administrator/Russia  20 

Jun.  4 — Secretary/Russia  419 

Jun  7 — Administrator,  APHIS/Japan  752 

Jun.  16— Administrator,  APHIS/Chile 964 

Jun.  21 — Administrator/Mexico 176 

Jun.  22 — Under  Secretary/Int'l.  Wheat  Commission  400 

Jun.  22— Special  trade  Negotiator/GATT  86 

Jun.  25 — Administrator/Taiwan  105 

Jul.  6 — Administrator/Taiwan  40 

Aug.  10 — Under  Secretary/Japan  140 

Aug.  13 — Under  Secretary/Japan  183 

Aug.  13 — Deputy  Under  Secretary/gifVJapan 20 

Aug.  13 — Secretary/Mexico  125 

Aug.  13— Secretary/Far  East  402 

Aug.  13— Administrator,  APHIS/Hungary  19 

Aug.  19— Administrator,  APHIS/Mexico 613 

Sept.  23 — Emerging  Democracies/Russia  175 

Sept.  24 — Administrator/Nigeria 1,344 

Sept.  28— Special  Trade  Negotiator/GATT 205 

Total  22,856 

Mr.  Durbin.  Please  provide  for  the  record  a  listing  of  how  the 
funds  have  been  used  to  date  in  Washington  during  fiscal  year 
1994. 

[The  information  follows:] 

Representation  -  Washington  Courtesies,  Fiscal  Year  1994 

Date — Function  Amount 

Oct.  1— Special  Trade  Negotiator/Canada  $28 

Oct.  1 — Special  Trade  Negotiator/Japan 30 

Oct.  12 — Administrator,  ARS/Asian  Parasite  Lab  554 

Oct.  15 — Assistant  Secretary/Mexico  108 

Oct.  15 — Administrator/Foreign  Attaches  614 

Oct.  18— Administrator,  FSIS/QUAD  Foreign  Diplomats  1,500 

Nov.  2 — Administrator/Taiwan 751 

Nov.  2 — Administrator/Canada  Ill 

Nov.  4 — Under  Secretary/France 211 

Nov.  27 — Administrator/Mexico 515 

Nov.  29 — Emerging  Democracies/Russia  252 

Dec.  16 — Administrator/Foreign  Attaches  1,994 

Dec.  16 — Administrator/Korea 366 

Dec.  16 — Administrator/Russia  393 

Dec.  18— Administrator/China 923 

Jan.  6 — Special  Trade  Negotiator/Canada 72 

Jan.  11 — Administrator/Egypt 35 

Jan.  21 — Special  Trade  Negotiator/Korea  135 

Jan.  25 — Special  Trade  Negotiator/Canada 51 

Jan.  26 — Administrator/Costa  Rica 110 

Feb.  7 — Administrator/Japan  740 

Total  9,493 
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PASSENGER  MOTOR  VEHICLES 

Mr.  Durbin.  With  the  opening  up  of  the  Former  Soviet  Union, 
has  that  increased  your  need  for  government-owned  vehicles?  If  so, 
where  are  they  located  and  are  they  of  U.S.  manufacture? 

Mr.  SCHROETER.  We  are  proposing  to  open  offices  in  Kiev,  Alma*;y 
and  Kashkent  which  will  be  staffed  initially  with  Foreign  National 
employees.  Within  the  next  four  years  we  anticipate  assigning  an 
American  Officer  to  Almaty  at  which  time  we  will  explore  the  need 
for  an  additional  government-owned  vehicle. 

PUBLIC  LAW  480  DEBT  FORGIVENESS 

Mr.  Durbin.  In  September  1991,  the  Department  forgave  a  total 
of  $419  million  of  P.L.  480  debt  owed  by  Ghana,  Kenya,  Madagas- 
car, Malawi,  Mozambique,  Senegal,  Tanzania,  and  Uganda.  Have 
any  new  P.L.  480  loans  been  made  to  these  countries  since,  and  if 
so,  in  what  amounts? 

Mr.  SCHROETER.  No  new  P.L.  480  Title  I  credits  have  been  ex- 
tended to  these  countries  since  their  debt  was  forgiven  under  Sec- 
tion 411.  Most  of  these  countries  have  been  converted  into  grant 
food  aid  recipients  under  the  P.L.  480  Title  II  and  Title  III  pro- 
grams. 

Mr.  Durbin.  Are  there  other  countries  that  qualify  for  debt  for- 
giveness under  the  law  and  in  what  amounts? 

Mr.  SCHROETER.  Yes,  there  are  a  number  of  other  countries  that 
would  qualify  for  debt  forgiveness.  However,  both  for  budgetary 
reasons  and  because  the  question  of  foreign  debt  forgiveness  runs 
counter  to  our  domestic  efforts  to  collect  outstanding  debts  to 
USDA,  there  has  been  no  unified  Administration  agreement  to  pro- 
pose appropriations  for  further  debt  forgiveness  under  the  P.L.  480 
authorities.  So  while  we  do  not  have  estimates  of  total  amounts 
that  could  be  involved,  if  the  Committee  has  individual  countries 
in  mind  we  could  respond  to  specific  inquiries. 

Mr.  Durbin.  What  was  the  Administration's  rationale  for  not  re- 
questing debt  forgiveness  authority  in  the  fiscal  year  1995  budget 
request? 

Mr.  SCHROETER.  Because  of  very  tight  budget  constraints,  the 
Administration  decided  to  forgo  requesting  budget  authority  for 
debt  forgiveness  P.L.  480  Title  I  in  favor  of  other  budget  priorities. 

MIDDLE-INCOME  COUNTRY  TRAINING  PROGRAM 

Mr.  Durbin.  How  many  students  and  from  what  countries  were 
selected  to  participate  in  the  Middle-Income  Country  Training  Pro- 
gram during  fiscal  year  1993? 

Mr.  SCHROETER.  In  fiscal  year  1993,  a  total  of  592  participants 
from  33  countries  received  training  under  the  MIC  Program,  which 
is  also  known  as  the  Cochran  Fellowship  Program.  We  will  provide 
a  listing  of  the  number  of  students,  by  country. 
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[The  information  follows:] 

_  Number  of 

Region  I  Country  participants  1993 

Asia: 

Korea 15 

Taiwan  15 

Malaysia  14 

Singapore 28 

Hong  Kong 7 

China  32 

Thailand  15 

Subtotal 126 

Non-EC  Europe: 

Turkey  15 

Poland  74 

Hungary 28 

Albania  7 

Czech  Republic  36 

Slovakia  14 

Bulgaria  48 

Subtotal 222 

Latin  America/Africa/Middle  East: 

Mexico  36 

Venezuela  24 

Trinidad  &  Tobago 5 

Barbados  &  West  Indies 3 

Colombia  7 

Panama 6 

Cote  d'  Ivoire  6 

Algeria  6 

Subtotal 93 

Newly  Independent  States: 

Russia  55 

Ukraine 11 

Kazakhstan  12 

Kyrgyzstan  13 

Uzbekistan 14 

Armenia  10 

Belarus 10 

Turkmenistan 13 

Tajikistan  2 

Moldova  2 

Georgia  9 

Subtotal 151 

Total  participants  in  FY  93  592 

By  using  funding  from  USDA's  Emerging  Democracies  Program, 
the  number  of  participants  from  the  Eastern  European  countries  of 
Poland,  Hungary,  the  Czech  Republic,  Slovakia,  Albania,  and  Bul- 
garia was  expanded,  and  programs  in  11  of  the  Newly  Independent 
States  of  the  Former  Soviet  Union  were  initiated. 

Mr.  Durbin.  What  is  the  current  status  of  the  1994  program? 
How  many  students  will  be  selected  and  what  countries  will  be  in- 
volved? 
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Mr.  Schroeter.  By  April  1994,  MIC  staff  will  have  completed 
interviews  in  most  of  the  countries  listed  above.  We  anticipate  a 
total  of  500  to  550  participants  from  these  countries  in  1994.  As  in 

1993,  some  USD  A  Emerging  Democracies  Program  funding  will  be 
used  to  expand  the  number  of  participants  from  Eastern  Europe 
and  the  Newly  Independent  States. 

Mr.  Durbin.  With  the  collapse  of  the  Soviet  Union,  you  have 
been  expanding  the  number  of  students  from  those  countries. 
Please  describe  what  you  have  been  doing. 

Mr.  Schroeter.  The  MIC  program  received  funding  under 
USDA's  Emerging  Democracies  Program  to  initiate  the  program  in 
11  of  the  12  Newly  Independent  States.  In  fiscal  year  1993,  151 
NIS  participants  received  training.  We  estimate  that  about  125- 
150  NIS  participants  will  receive  training  in  the  United  States  in 

1994.  In  addition,  we  anticipate  receiving  some  funding  from  AID 
for  Russia  and  the  Ukraine  which  will  increase  the  number  of  par- 
ticipants in  fiscal  year  1994  from  those  countries. 

Mr.  Durbin.  Please  provide  for  the  record  an  object  classification 
table  for  the  program  in  fiscal  years  1993  and  1994. 
[The  information  follows:] 

FAS/INTERNATIONAL  COOPERATION  AND  DEVELOPMENT  MIDDLE-INCOME  COUNTRY  TRAINING 
PROGRAM  OBJECT  CLASS  TABLE,  FY  1993-94 


Object  class — description. 

11 — Personnel  Compensation 

12 — Personnel  Benefits 

21— Travel  

22 — Transportation  of  Things  

25— Contracts 

26 — Supplies  

41 — Grants  

Total  Appropriation  1,824,000        2,178,000 

AID  FUNDING 

Mr.  Durbin.  What  is  the  current  estimate  of  AID  funding  for  fis- 
cal years  1994  and  1995? 

Mr.  Schroeter.  For  both  fiscal  years  1994  and  1995,  the  current 
estimate  for  AID  funding  is  approximately  $25  million. 

Mr.  Durbin.  Please  describe  how  these  funds  are  used. 

Mr.  Schroeter.  These  funds  are  used  to  implement  technical  as- 
sistance, research  and  training  under  about  70  different  project 
agreements  with  AID's  Washington  bureaus  and  its  missions 
worldwide.  The  projects  range  from  agricultural  policy  advice  in  Af- 
rica, to  research  projects  involving  U.S.  and  Egyptian  institutions, 
to  support  for  AID's  world  effect  to  promote  private  sector  develop- 
ment. Other  projects  focus  on  energy  and  environmental  policy  as 
it  relates  to  agricultural  development  and  on  extension  support  and 
market  development  in  Eastern  Europe. 


Fiscal  year — 

1993  actual 

1994  estimate 

$327,551 

$442,263 

81,403 

109,165 

185,213 

217,664 

1,397 

1,667 

693,908 

798,073 

712 

961 

533,816 

608,197 
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UNITED  STATES-ISRAEL  BINATIONAL  AGRICULTURAL  RESEARCH  AND 

DEVELOPMENT  FUND  (BARD) 

Mr.  Durbin.  What  is  the  total  amount  of  U.S.  funding  provided 
to  BARD  and  what  years  were  the  funds  provided? 

Mr.  Schroeter.  In  1978,  $40  million  was  provided  for  BARD 
and  an  additional  $15  million  was  provided  in  1984,  for  total  U.S. 
funding  of  $55  million.  As  Israel  matched  these  funds,  the  total 
amount  in  the  BARD  endowment  is  $110  million. 

Mr.  Durbin.  What  research  grants  were  awarded  by  BARD  dur- 
ing fiscal  year  1993? 

Mr.  Schroeter.  Forty-two  new,  three-year  joint  research  projects 
averaging  $250,000  each  were  selected  to  start  in  1993.  Major  top- 
ics of  study  included  agricultural  economics,  agricultural  engineer- 
ing, animal  production,  animal  protection,  aquaculture,  cellular 
and  molecular  biology,  field  and  garden  crops,  fruit  tree  crops, 
plant  protection,  post-harvest  and  food  science,  and  soil  and  water. 

Mr.  Durbin.  How  will  the  additional  $2.5  million  provided  in  fis- 
cal year  1994  be  used? 

Mr.  Schroeter.  The  additional  funding  will  not  be  used  to  in- 
crease the  present  endowment,  but  will  provide  a  budget  for  grant 
operations  in  both  countries  for  this  year's  awards. 

Mr.  Durbin.  How  much  of  this  $2.5  million  will  be  used  in  the 
U.S.? 

Mr.  Schroeter.  When  a  BARD  grant  is  approved,  scientists 
from  both  the  U.S.  and  Israel  share  equally  in  the  budget.  Since 
U.S.  funds  are  fully  matched  by  the  Israelis,  the  entire  $2.5  million 
will  be  used  in  the  United  States. 

SCIENTIFIC  ACTIVITIES  OVERSEAS 

Mr.  Durbin.  Are  any  foreign  currencies  currently  in  surplus? 

Mr.  Schroeter.  As  far  as  we  know,  there  are  no  "excess  foreign 
currencies"  available. 

Mr.  Durbin.  What  grants  have  been  awarded  under  this  pro- 
gram in  fiscal  years  1993  and  1994? 

Mr.  Schroeter.  No  grants  were  awarded  by  USDA  under  this 
program  in  fiscal  year  1993  or  1994. 

EXCESSIVE  MARITIME  COSTS 

Mr.  Durbin.  What  is  the  total  USDA/CCC  spends  on  maritime 
costs  for  all  of  the  food  aid  programs?  Please  provide  information 
for  the  last  several  years? 

Mr.  Schroeter.  The  ocean  transportation  costs  including  cargo 
preference  costs  increased  significantly  in  fiscal  year  1993  as  we 
move  to  expand  food  aid  to  Eastern  Europe  and  the  Former  Soviet 
Unions.  I  will  provide  cargo  preference  costs  for  the  record. 
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[The  information  follows:] 

CARGO  PREFERENCE  PROGRAM  COSTS  FOR  FOOD  AID  PROGRAMS 
[In  millions  of  dollars] 

Fiscal  year- 


1991         1992         1993 


USDA/CCC  Costs  $1 11       $135      $264 

Mr.  Durbin.  Are  there  any  recent  cases  of  excessive  maritime 
costs  involving  shipments  on  U.S.-flag  vessels  under  the  food  aid 
programs? 

Mr.  Schroeter.  Two  U.S.-flag  vessels  offered  at  rates  over  $90 
per  metric  ton  to  carry  corn  on  one  of  Russia's  purchases  under  the 
Title  I/Food  for  Progress  program  in  September  1993.  We  did  not 
require  Russia  to  use  those  vessels  because  they  were  significantly 
higher  than  the  rates  of  the  other  U.S.-flag  vessels  responding  to 
the  same  invitation  for  bids  which  were  in  the  range  of  $51  to  $73 
per  metric  ton. 

Mr.  Durbin.  I  have  some  additional  questions  which  I  will  give 
to  you  to  answer  for  the  record. 

[The  question  and  responses  follows:] 

Question.  What  were  the  highest  U.S.-flag  freight  rates  paid  in  FY  1993  under 
P.L.  480,  Title  I  and  for  bulk  grains  shipped  under  section  416(b)  and  Food  for 
Progress? 

Response.  The  highest  U.S.-flag  freight  rates  under  Title  I  were  $131,88/MT  to 
ship  1,300  MT  wheat  to  Suriname  and  $155.2 1/MT  to  ship  17,000  MT  bagged  rice 
to  Yemen. 

Under  Food  for  Progress  we  paid  $101.57/MT  to  ship  14,000  MT  wheat  to  Albania, 
and  $200.59/MT  (including  inland  transportation)  to  ship  22,500  MT  bulk  wheat  to 
Armenia  under  section  416(b).  $98.09  of  this  rate  was  for  the  ocean  segment  and 
$102.50  for  the  inland  segment. 

Question.  Under  the  FY  1993  P.L.  480,  Title  I  program,  please  cite  for  me  the 
cases  where  the  freight  costs  came  closest  to  equaling  the  cost  of  the  commodity. 

Response.  For  1,300  MT  Title  I  wheat  shipped  to  Suriname  the  ocean  freight  rate 
was  $131.88/MT  and  the  commodity  cost  was  $145.58/MT. 

For  a  shipment  of  45,700  MT  wheat  to  Turkemistan  under  Title  I,  the  total 
freight  rate  was  $119.27  (made  up  of  an  ocean  segment  of  $70/MT  and  an  inland 
segment  of  $49.27/MT.)  The  commodity  cost  was  $130.74/MT. 

Question. In  how  many  cases  did  you  use  U.S.-flag  vessels  at  freight  rates  more 
than  twice  foreign  flag  rates  for  the  same  tender? 

Response.  In  at  least  21  instances  in  FY  1993  for  P.L.  480,  Title  I  and  bulk  grains 
shipped  under  section  416(b)  and  Food  for  Progress.  This  does  not  include  the  spe- 
cial Russian  program,  for  which  data  is  not  yet  complete.  However,  9  out  of  the  10 
U.S.  vessels  carrying  this  corn  to  Russia,  and  7  out  of  the  8  U.S.  vessels  carrying 
the  wheat  did  so  at  rates  more  than  double  the  rates  of  the  foreign  flag  vessels  used. 
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Mr.  Durbin.  Thank  you. 

Mr.  Skeen. 

Mr.  Skeen.  Thank  you,  Mr.  Chairman. 

With  Texas  A&M  having  a  part  of  the  representation  in  the  Rus- 
sian experiment,  I  am  sure  that  they  are  going  to  get  a  good  lesson 
in  democracy. 

Mr.  Chairman,  I  am  going  to  accommodate  my  friend  from  Ari- 
zona and  yield  my  time  to  him  with  the  reservation  that  I  will  have 
a  little  shot  later  on,  because  he  has  got  another  commitment. 

So  I  will  yield  to  the  gentleman  from  Arizona,  Mr.  Pastor. 

Mr.  Pastor.  Thank  you,  Mr.  Skeen,  thank  you  very  much  for 
yielding. 

Basically,  as  I  learn  more  about  these  programs,  I  find  they  cover 
specific  niches.  Nevertheless,  my  interest  this  morning  is  in  the 
overall  promotion  of  American  products  in  foreign  markets.  So  I  am 
going  to  ask  you,  would  you  give  me  the  main  objective  of  three 
programs,  which  I  will  name.  Also,  would  you  discuss  some  of  the 
limitations  that  may  be  associated  with  each  of  the  programs.  I  re- 
alize some  of  these  limitations  restrict  the  countries  that  may  par- 
ticipate in  a  given  program,  or  the  commodities  that  are  covered. 
I  would  like  to  know  about  the  EEP,  the  GSM,  and  MPP. 

EXPORT  ENHANCEMENT  PROGRAM 

Mr.  Moos.  Well,  starting  with  the  Export  Enhancement  Pro- 
gram, which  is  the  EEP  Program,  that  is  a  program  that  was  de- 
signed to  meet  the  challenge  of  unfair  trading  practices  of  other 
countries.  Today  we  export  about  10  different  commodities  under 
that  program,  primarily,  of  course,  wheat. 

I  think  wheat  takes  about  80  percent  of  all  the  funds  that  are 
expended  under  the  EEP.  The  subsidy  volumes  have  been  running 
somewhere  in  the  neighborhood  of  $900  million  to  $1  billion  a  year, 
depending  on  the  circumstances.  It  is  a  program  that  is  designed 
to  bridge  the  difference,  if  you  will,  between  the  domestic  price  and 
the  world  price. 

In  order  for  our  export  firms  to  be  competitive  in  the  world  mar- 
ket and  sell  at  world  prices  when  U.S.  prices  are  higher  than  world 
prices,  there  is  the  need  for  some  sort  of  bridging  subsidy.  And  that 
is  what  the  EEP  Program  is  designed  to  accomplish. 

EEP  LIMITATIONS 

Mr.  Pastor.  Are  there  any  limitations  on  region  or  commodities? 

Mr.  Moos.  Yes,  there  are  certainly  limitations  on  both.  And  since 
this  introduces  or  involves  international  activity  and  international 
policy,  these  kinds  of  decisions  are  reviewed  each  year  in  terms  of 
allocations  for  the  program.  And  we  of  course  go  through  the  inter- 
agency process. 

The  interagency  process  is  designed  to  limit  the  programs  to  the 
areas  where  the  need  is  in  terms  of  remaining  competitive,  and 
that  we  cooperate  with  that  effort. 

EEP  COUNTRIES 

Mr.  Pastor.  How  many  countries  are  eligible  at  this  time  for 
EEP  funds? 
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Mr.  Schroeter.  There  are  111  countries  targeted  under  EEP  at 
this  time.  This  includes  38  individual  countries  and  72  countries 
targeted  through  regional  allocations. 

Mr.  Pastor.  How  many  countries  are  eligible  destinations  for  use 
in  the  EEP  program? 

Mr.  Schroeter.  There  are  currently  111  countries  that  are  eligi- 
ble destinations  in  the  EEP  program. 

Mr.  Pastor.  Provide  the  number  of  commodities  and  the  number 
of  countries  for  which  EEP  has  been  used  in  the  last  two  years? 

Mr.  Schroeter.  In  both  fiscal  year  1992  and  fiscal  year  1993 
sales  of  nine  commodities  were  approved  under  EEP,  and  include 
wheat,  barley  malt,  canned  peaches,  eggs,  feed  grains,  frozen  poul- 
try, rice,  vegetable  oil,  and  wheat  flour.  In  fiscal  year  1992,  EEP 
sales  were  approved  to  28  countries  and  6  regional  areas  contain- 
ing an  additional  63  countries.  In  fiscal  year  1993,  EEP  sales  were 
approved  to  44  countries  and  6  regional  areas  containing  an  addi- 
tional 60  countries. 

Mr.  Pastor.  GSM? 

credit  guarantees  program 

Mr.  Goldthwait.  The  Credit  Guarantee  Program,  Congressman, 
is  designed  basically  to  introduce  additional  liquidity  into  the  pock- 
et of  the  foreign  buyer.  It  is  a  purely  commercial  program.  It  is  not 
related  to  trade  policy,  but  is  simply  a  marketing  tool. 

RANGE  OF  RISK 

Under  this  program,  we  define  a  range  of  risk,  in  terms  of  coun- 
try risk,  which  is  beyond  what  our  private  sector  banks  by  them- 
selves are  willing  to  take,  but  which  does  not  go  so  far  that  we  do 
not  think  we  have  a  reasonable  prospect  of  repayment.  That  range 
is  defined  in  the  legislation  of  the  program.  And  we  make  available 
the  credit  guarantees  through  U.S.  exporters  and  U.S.  banks  to  the 
foreign  buyers  and  their  banks. 

In  effect,  we  are  putting  additional  buying  power  in  their  pockets 
for  a  period  of  up  to  three  years  to  make  their  purchases  of  Amer- 
ican products.  The  actual  limitations  on  this  program  really  come 
down  to  the  definition  of  that  range  of  risk  within  which  we  feel 
comfortable  using  the  program.  That  is,  we  have  several  countries 
where  there  may  be  market  demand,  but  where  we  think  that 
using  the  program  would  mean  taking  additional  risk  to  the  point 
where  the  program  would  no  longer  be  a  commercial  tool,  that  is 
a  purely  commercial  as  opposed  to  a  concessional  tool. 

Mr.  Pastor.  So  there  are  no  limitations  either  on  region  or  type 
of  commodities? 

Mr.  Goldthwait.  No,  the  only  limitation  on  type  of  commodity 
is  that  the  commodity  must  be  100-percent  American. 

GSM 

Mr.  Pastor.  How  many  countries  are  eligible  for  GSM  funding? 

Mr.  Schroeter.  As  of  late  March,  fiscal  year  1994  GSM- 102  and 
103  programs  have  been  announced  for  34  countries. 

Mr.  Pastor.  How  many  commodities  are  eligible  for  GSM  fund- 
ing? 


312 

Mr.  Schroeter.  Most  agricultural  commodities  that  are  com- 
pletely produced  in  the  United  States  are  eligible — the  principal  ex- 
ceptions are  proprietary  formulations  or  other  commodities  which 
are  so  thinly  traded  that  no  price  review  process  can  be  conducted. 
As  of  late  March,  for  fiscal  year  1994  coverage  had  been  announced 
for  about  30  different  commodities  or  commodity  groups. 

Mr.  Pastor.  Give  the  number  of  commodities  and  countries  when 
GSM  has  been  used  in  the  last  two  years. 

Mr.  Schroeter.  In  the  past  two  years  we  have  registered  sales 
on  40  different  commodity  groupings  and  have  had  program  with 
43  different  countries. 

MPP  PARTNERSHIP 

Mr.  Schroeter.  On  the  MPP,  Congressman,  this  is  a  partner- 
ship approach  that  we  have  with  the  private  sector  where  we  work 
hand-in-hand  to  promote  our  agricultural  products  overseas,  be  it 
point-of-sale  material  or  advertising.  We  could  contrast  this  to  a  di- 
rect export  subsidy  program  where  we  are  lowering  the  price. 

Here  we  are  not  affecting  price  in  any  way,  we  are  trying  to  cre- 
ate more  demand  for  our  products  overseas  through  promotional 
activities  and  it  is  a  partnership  approach  where  the  private  sector 
puts  up  some  funds  and  then  we  also  match  or  more  than  match 
those  funds. 

Mr.  Pastor.  Any  limitations  as  to  regions  or  quantities? 

Mr.  Schroeter.  No,  no  limitations  here. 

MARKET  PROMOTION  PROGRAM 

Mr.  Pastor.  Is  it  correct  to  understand  that  virtually  all  com- 
modities are  eligible  for  MPP  funds? 

Mr.  Schroeter.  As  defined  by  the  regulations,  all  agricultural 
commodities  and  products  are  eligible  for  MPP  funds  provided  they 
are  affected  by  an  unfair  trade  practice  and  the  U.S.  origin  content 
by  weight  is  at  least  50  percent,  exclusive  of  added  water. 

Mr.  Pastor.  Is  it  correct  to  understand  that  most  countries  are 
eligible  export  markets  in  the  MPP  program? 

Mr.  Schroeter.  MPP  participants  may  request  approval  to  carry 
out  activities  in  any  export  market  except  for  those  that  appear  on 
the  U.S.  government's  list  of  restricted  countries.  Unfair  trade 
practices  in  all  participant  countries  must  be  documented,  however. 

Mr.  Pastor.  Why  is  there  such  a  difference  between  the  EEP 
and  MPP  programs? 

Mr.  Schroeter.  The  primary  objective  of  both  the  EEP  and  the 
MPP  is  to  maintain  and  expand  U.S.  agricultural  exports.  How- 
ever, the  two  programs  provide  different  means  for  accomplishing 
this.  In  the  case  of  the  EEP,  sales  of  U.S.  agricultural  products  are 
subsidized  in  order  to  meet  competition  from  other  subsidizing 
countries.  On  the  other  hand,  the  MPP,  which  supports  overseas 
promotion  and  trade  servicing,  is  a  marketing  tool  used  to  convince 
potential  foreign  customers  of  the  quality  attributes,  new  uses,  and 
advantages  of  U.S.  farm  products.  The  export  programs  adminis- 
tered by  FAS — EEP,  MPP,  and  GSM — being  complementary  in  na- 
ture, can  be  viewed  as  a  3-pronged  approach  to  market  develop- 
ment. 
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Mr.  Pastor.  You  might  expand  in  these  three  programs  for  the 
record,  if  you  wish. 
[The  information  follows:] 

The  principal  export  programs  we  administer  are  the  Export  Enhancement  Pro- 
gram— EEP — and  its  related  programs — Sunflowerseed  Oil  Assistance  Program, 
Cottonseed  Oil  Assistance  Program,  and  Dairy  Export  Incentive  Program;  the  GSM 
Export  Credit  Guarantee  programs  which  include  GSM- 102  for  credits  from  6 
months  to  3  years,  and  GSM- 103  for  credits  of  more  than  3  and  up  to  10  years; 
the  Market  Promotion  Program — MPP;  and  the  long  term  concessional  sales  pro- 
gram of  Title  I,  Public  Law  480. 

The  Export  Enhancement  and  related  programs  are  aimed  at  subsidizing  sales  of 
U.S.  commodities  into  markets  in  competition  with  other  subsidizing  exports,  who 
are  primarily  the  countries  of  the  European  Union.  The  programs  are  carefully  tar- 
geted. The  GSM  export  credit  guarantee  programs  cover  a  broader  range  of  commod- 
ities and  countries;  and  U.S.  agricultural  commodity  is  eligible,  and  the  countries 
are  those  where  the  presence  of  commercial  export  financing  helps  secure  the  sale. 
The  Market  Promotion  Program  is  a  cost-share  program  intended  to  assist  eligible 
trade  organizations  in  the  export  of  agricultural  commodities  and  products  affected 
by  unfair  trade  practices.  Organizations  receiving  assistance  may  promote  agricul- 
tural exports  on  a  generic  or  brand  identified  basis  through  activities  such  as 
consumer  advertising,  trade  shows,  and  in-store  demonstrations.  And  the  Title  I, 
P.L.  480  program  finances  on  extended  credit  terms  sales  of  agricultural  commod- 
ities. Countries  eligible  for  Title  I  are  those  which  have  a  shortage  of  foreign  ex- 
change earnings  and  have  difficulty  meeting  food  import  needs  commercially. 

As  to  the  second  part  of  the  question,  there  can  be  some  overlap  between  the  EEP 
and  GSM  programs,  when  those  two  can  reinforce  or  complement  the  other's  objec- 
tives. That  is,  where  it  is  available  in  a  targeted  market,  GSM  can  support  financ- 
ing that  helps  secure  a  subsidized  EEP  sale,  while  EEP  in  that  market  can  offset 
a  U.S.  price  disadvantage  in  a  way  that  GSM  alone  could  not.  But  that  applies  only 
to  limited  numbers  of  commodities  and  markets,  where  EEP  is  being  used  to  com- 
pete with  other  countries'  subsidized  exports.  And  GSM  programs  can  generate  com- 
mercial sales  that  satisfy  usual  marketing  requirements  that  are  part  of  Title  I 
concessional  sales  agreements.  Otherwise,  the  programs  may  co-exist  in  individual 
markets,  but  they  do  not  overlap.  And  while  they  all  have  expansion  or  maintenance 
of  U.S.  agricultural  exports  as  their  objective,  they  are  not  interchangeable  and  use 
different  approaches. 

Mr.  Pastor.  Hopefully,  in  the  very  near  future,  Congress  is  going 
to  approve  our  participation  in  GATT.  Now,  of  the  three  programs, 
which  one  will  be  affected  by  changes  imposed  through  GATT? 

GATT  RESTRICTIONS 

Mr.  Moos.  The  EEP  Program  will  be  restricted  inasmuch  as  part 
of  the  Uruguay  Round  Agreement  is  that  there  would  be  a  dis- 
cipline introduced  in  terms  of  the  use  of  that  form  of  export  sub- 
sidy. With  the  implementation  of  the  Uruguay  Round,  we  will 
begin  to  phase  down,  not  phaseout,  but  phase  down  the  volume  as 
well  as  the  monies  that  can  be  spent,  both  for  the  United  States 
and  for  the  European  Union,  in  this  kind  of  activity. 

Mr.  Pastor.  What  about  the  other  two?  Do  you  foresee  GATT  im- 
posing any  limitations  on  them? 

FUTURE  MARKET  DEVELOPMENT 

Mr.  Schroeter.  There  are  no  limitations  per  se,  although  there 
was  an  agreement  in  the  Uruguay  Round  on  Export  Credit  Guar- 
antee Programs  that  we  would  participate  in  discussions  in  the 
OECD  on  seeing  if  we  could  have  some  international  disciplines  on 
some  of  the  benefits  that  are  extended  under  this  program.  But 
that  is  the  only  obligation  we  have. 
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Mr.  MOOS.  Now  that  there  has  been  some  sort  of  international 
agreement  reached,  on  the  use  of  those  kinds  of  trade-distorting  ef- 
forts like  the  Export  Subsidy  Programs  of  the  European  Union  or 
the  EEP  Program  in  the  United  States,  no  doubt  the  next  area  of 
competition  in  the  world  market  will  center  around  market  devel- 
opment, government-sponsored  activities,  in  that  area,  as  well  as 
government-sponsored  forms  of  commercial  credit. 

[Additional  information  follows:] 

The  new  disciplines  on  export  subsidies  which  came  out  of  the  Uruguay  Round 
will  affect  our  expenditures  on  EEP,  DEIP,  SOAP,  COAP  and  direct  sales  of  CCC- 
owned  dairy  products.  Under  the  new  disciplines,  those  programs  must  be  scaled 
back  by  36%  in  budgetary  expenditures,  by  commodity  group,  over  a  six-year  period 
from  the  base  period  of  1986-88  or  1991-92,  depending  on  the  commodity.  In  addi- 
tion to  the  required  budgetary  cutbacks,  a  commodity-specific  quantity  reduction  of 
21%  is  also  required.  The  Market  Promotion  Program  (MPP)  is  not  considered  to 
be  a  trade-distorting  program  under  the  GATT,  and  it  may  continue  to  be  funded 
without  GATT  budgetary  or  quantity  restrictions. 

U.S.  government  savings  on  the  cutbacks  mandated  by  the  Uruguay  Round  on  the 
disciplined  programs  noted  above  would  begin  with  the  implementation  of  the  Uru- 
guay Round  early  in  1995.  The  reductions  will  be  phased-in  in  equal  annual  install- 
ments over  the  six  years  of  the  agreement. 

Mr.  Pastor.  As  we  look  at  the  big  picture  and  the  future  for  ag- 
riculture, I  think  we  need  to  focus  on  foreign  markets  such  as 
Latin  America,  including  Mexico,  and  the  Pacific  Rim.  Yet,  as  we 
anticipate  developing  these  markets,  I  think  we  should  examine 
our  existing  programs,  looking  at  their  limitations  as  well  as  their 
potential  within  the  context  of  GATT.  Would  it  be  more  logical 
today,  as  we  talk  about  this  budget,  for  us  to  want  to  support  those 
programs  that  promote  our  American  products  overseas,  particu- 
larly those  that  will  have  fewer  restrictions  under  GATT? 

Mr.  Moos.  Well,  we  will  need  all  the  tools  that  we  have  avail- 
able, even  after  the  GATT  Uruguay  Round  Agreement  is  imple- 
mented. We  are  actively  pursuing  support  for  all  of  the  export  pro- 
grams that  we  presently  are  authorized  to  engage  in. 

COAP  AND  SOAP 

Mr.  Pastor.  The  Administration's  budget  proposes  to  eliminate 
funding  for  COAP.  Recognizing  that  these  cuts  will  have  an  impact, 
could  the  Department  provide  the  Committee  with  its  analysis  of 
how  the  elimination  of  export  programs  such  as  COAP  and  SOAP 
would  impact  their  respective  industries? 

Mr.  SCHROETER.  It  is  very  difficult  to  isolate  the  impact  that 
eliminating  COAP  and  SOAP  would  have  on  the  cottonseed  oil  and 
sunflowerseed  oil  industries.  There  are  many  factors  which  affect 
these  industries  in  addition  to  COAP  and  SOAP.  These  include  the 
U.S.  and  world  supply  for  oilseeds  and  products,  vegetable  oil  de- 
mand at  home  and  abroad,  trends  in  consumer  preferences,  and  ag- 
ricultural trade  policies  of  the  United  States  and  our  competitors. 
To  the  extent  that  these  industries  are  affected  by  subsidies  of 
other  countries,  we  can  provide  assistance  under  the  EEP  to 
counter  the  impact  of  those  subsidies  on  our  cottonseed  oil  and 
sunflowerseed  oil  exporters. 

Mr.  Pastor.  In  the  testimony,  you  indicated  that  the  objectives 
of  COAP  and  SOAP  can  be  achieved  through  EEP.  Would  you  de- 
scribe the  modifications  that  would  need  to  be  made  to  EEP  to  help 
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guarantee  that  cotton  producers  and  oilseed  exporters  retain  the 
level  of  protection  and  assistance  they  now  enjoy? 

Mr.  SCHROETER.  EEP  currently  allows  for  the  use  of  subsidies  for 
cottonseed  and  vegetable  oil  exports.  Therefore,  no  modifications 
would  need  to  be  made  to  EEP  in  order  to  provide  assistance. 

Under  the  provisions  of  the  Uruguay  Round  Agreement  of  GATT, 
which  is  scheduled  to  take  effect  in  1995,  the  United  States  is  com- 
mitted to  annual  ceilings  for  both  the  quantity  of  subsidized  vege- 
table oil  exports  and  budgetary  expenditures  for  export  subsidies 
during  the  period  1995-2000,  with  the  amounts  decreasing  annu- 
ally throughout  that  period.  Therefore,  regardless  of  any  modifica- 
tions to  EEP,  it  will  not  be  possible  in  the  next  few  years  to  main- 
tain the  same  level  of  protection  and  export  subsidy  assistance  to 
U.S.  vegetable  oil  exporters.  However,  with  the  limitations  on  oil- 
seed area  of  the  European  Union  provided  for  in  the  Blair  House 
Agreement  of  1992,  the  level  of  need  for  export  subsidies  to  make 
our  exports  of  vegetable  oils  competitive  with  subsidized  competi- 
tion should  also  decline.  During  the  transition  and  phase-in  periods 
between  now  and  the  year  2000,  we  can  use  the  EEP  program  for 
vegetable  oil  to  counter  subsidized  competition. 

FOOD  FOR  PROGRESS  PURCHASES 

Mr.  Pastor.  During  fiscal  year  1993  did  you  purchase  any  com- 
modities for  the  Food  for  Progress  program?  What  are  the  plans  for 
fiscal  year  1994? 

Mr.  SCHROETER.  The  value  of  commodities  purchased  for  dona- 
tions under  the  fiscal  year  1993  Food  for  Progress  program  totaled 
approximately  $397  million.  Approximately  $80  million  of  wheat 
and  rice  was  purchased  for  Title  I-funded,  government-to-govern- 
ment Food  for  Progress  grants  to  Albania,  Armenia,  Georgia,  and 
Kyrgyzstan.  CCC-funded  purchases  of  commodities  for  Food  for 
Progress  donations  totaled  approximately  $317  million  and  in- 
cluded wheat/wheat  flour,  corn,  rice,  soybeans/soybean  meal,  whole 
dry  milk,  non-fat  dry  milk,  evaporated  milk,  beans,  baby  food,  in- 
fant formula,  vegetable  oil,  lentils,  peanuts,  peanut  butter,  pork 
and  poultry.  Food  for  Progress  commodities  purchased  using  CCC 
funds  were  donated  to  Armenia,  Belarus,  Georgia,  Kazakhstan,  Po- 
land, Russia,  Tajikistan  and  Ukraine,  both  under  government-to- 
government  agreements  and  through  private  voluntary  organiza- 
tions. 

USDA  plans  to  purchase  approximately  $116  million  of  commod- 
ities under  the  fiscal  year  94  Food  for  Progress  program.  USDA's 
available  resources  for  fiscal  year  94  Food  for  Progress  donations 
are  much  more  limited  than  they  were  in  fiscal  year  93.  The  fiscal 
year  93  Freedom  Support  Act  waiver  of  the  Food  for  Progress  caps 
of  500,000  metric  tons  and  $30  million  allocated  for  administrative 
costs  expired  September  30,  1993,  and  has  not  been  renewed  for 
fiscal  year  94.  Under  fiscal  year  94  CCC-funded  Food  or  Progress 
programs  USDA  plans  to  purchase  approximately  $49  million 
worth  of  commodities  for  donations  through  private  voluntary  orga- 
nizations working  in  Armenia,  Azerbaijan,  Georgia,  Kyrgyzstan, 
Russia,  and  Tajikistan.  Under  Title  I-funded,  government-to-gov- 
ernment Food  for  Progress  programs,  USDA  plans  to  purchase  ap- 
proximately $67  million  worth  of  wheat,  corn  and  sunflower  oil  for 
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donations  to  Albania,  Armenia,  Georgia,  Kyrgyzstan,  and 
Tajikistan. 

Mr.  Pastor.  Mr.  Chairman,  I  yield  back  my  time. 

I  thank  my  colleague,  Mr.  Skeen,  for  being  so  kind  to  yield  to  me. 

Thank  you. 

Mr.  Durbin.  Thank  you,  Mr.  Pastor. 

Ms.  Kaptur. 

Ms.  Kaptur.  Mr.  Skeen,  didn't  he  have  questions? 

Mr.  Skeen.  Go  ahead. 

Ms.  Kaptur.  I  am  sorry,  Mr.  Chairman. 

Mr.  Durbin.  Mr.  Skeen. 

Mr.  Skeen.  Thank  you,  Mr.  Chairman. 

Thank  you,  Ms.  Kaptur.  I  will  be  sure  and  hand  it  back  to  you. 
Let's  start  in  from  the  beginning  here. 

In  your  opening  statement,  Mr.  Moos,  it  was  very  interesting,  be- 
cause after  we  had  a  discussion  yesterday  there  was  this  feeling 
that  the  Department  was  less  than  enthusiastic  about  some  export 
programs.  Then  we  heard  from  the  producer  cooperators  who  dem- 
onstrated a  very  high  level  of  enthusiasm  for  these  export  pro- 
grams because  they  want  to  get  into  the  exporting  business,  and 
so  on. 

I  am  a  little  concerned,  because  going  back  in  my  own  history 
here  in  Congress,  we  have  to  share  some  of  the  blame  for  the  prob- 
lems in  this  Agency.  Congress  has  been  less  than  wholehearted;  at 
times,  about  coming  up  with  the  appropriations  for  the  people,  par- 
ticularly in  overseas  assignments  and  things  of  that  kind.  As  I  re- 
call, the  exchange  rate  changed  drastically  overseas  and  it  put  our 
people  at  a  great  disadvantage  insofar  as  manning  those  offices  or 
the  personnel  in  those  offices  overseas.  So  given  that  as  a  begin- 
ning, maybe  we  haven't  been  as  enthusiastic  about  supporting  the 
operations  of  the  Foreign  Ag  Service,  and  so  we  ought  to  share 
some  of  that  plight. 

But  let's  start  from  there.  Recently,  I  have  heard  criticism  from 
the  appropriations  investigative  staff,  that  the  Sales  Manager's  Of- 
fice has  two  staff  persons,  yet  we  are  budgeting  for  145  staff.  Can 
you  respond  to  that  kind  of  criticism? 

GENERAL  SALES  MANAGER 

Mr.  Goldthwait.  Congressman  Skeen,  the  role  of  the  General 
Sales  Manager  within  the  Foreign  Agricultural  Service  is  one 
which  involves  the  management,  oversight,  and  coordination  of  all 
of  the  export  programs.  This,  in  fact,  under  the  current  organiza- 
tional chart,  is  particularly  the  case  with  respect  to  two  of  the  pro- 
gram areas  within  Foreign  Agriculture,  the  Export  Credits  area 
and  the  area  called  Commodity  and  Marketing  Programs.  Those 
two  program  areas  are  the  areas  within  which  all  of  these  export 
programs  are  developed  and  executed. 

Those  two  program  areas  taken  together  constitute  on  the  order 
of  300  or  350  staff  years. 

Mr.  Skeen.  What  we  are  talking  about,  because  we  are  budget- 
ing for  about  145,  you  actually  have  two  in  the  office;  so  there  is 
a  misunderstanding  about  who  is  responsible  for  what  or  how  you 
allocate  the  FTEs. 
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Mr.  Goldthwait.  Well,  I  don't  think  it  is  a  misunderstanding, 
but  the  145  is,  roughly,  equivalent  to  the  staff  within  both  of  those 
program  areas  that  are  active  specifically  on  the  export  programs. 

Mr.  Skeen.  I  see.  Well,  there  has  been  the  same  criticism  that 
we  lack  a  strategic  focus  and  all  this  sort  of  thing.  But  I  still  have 
to  go  back  to  the  fact  that  it  has  been  very  difficult  for  the  Agency 
to  get  its  budgeting  year-by-year.  It  has  been  a  tremendous  battle 
with  Congress. 

I  think  we  are  doing  a  poor  job  explaining  to  Members  of  Con- 
gress exactly  how  important  these  exports  programs  are  to  us.  Be- 
cause of  the  balance  of  trade  payments,  and  so  forth,  the  biggest 
item  and  the  most  beneficial  item,  has  been  agricultural  exports  in 
the  United  States. 

We  have  got  the  "cut-and-slash"  mentality  in  congress  that  is 
going  on  around  here  now  because  everybody  is  a  hero  that  cuts 
the  budget.  But  we  are  not  really  getting  down  to  exactly  what  the 
programs  do  and  how  they  operate.  And  so  we  would  appreciate 
that  kind  of  support  from  you  as  far  as  responding  to  the  budget 
criticisms,  and  also,  once  again  emphasizing  the  tremendous 
amount  of  good  that  you  do  in  these  export  areas  and  the  history 
of  the  accomplishments  that  you  have  made. 

I  am  a  little  concerned  that  it  is  probably  considered  in  the  Agen- 
cy as  a  dead-end  as  far  as  the  professional  employee  is  concerned. 

Would  you  respond  to  that,  about  the  morale? 

AGENCY  MORALE 

Mr.  MOOS.  I  don't  believe  that  for  a  second. 

Mr.  Skeen.  I  hope  not. 

Mr.  MOOS.  There  is  a  strong  esprit  de  corps  in  the  Foreign  Agri- 
cultural Service.  As  I  indicated  earlier  in  my  comments,  they  are 
a  group  of  real  professionals  that  take  a  lot  of  pride  in  their  effort 
to  accomplish  their  goals  in  terms  of  our  foreign  agricultural  pro- 
grams. 

BUDGET  PRESSURES 

I  have  got  to  say  that  we  understand  the  budgetary  pressures 
that  this  government  is  under,  and  we  know  that  we  are  going  to 
have  to  make  changes.  We  are  studying  ways  on  how  to  restructure 
FAS  to  be  more  efficient  and  more  effective;  and  as  we  talked  about 
the  other  day,  to  get  a  bigger  bang  out  of  the  bucks  we  spend. 

We  know  we  have  got  a  real  challenge  here  and  we  are  prepared 
to  work  with  this  subcommittee  and  anybody  to  try  to  get  that  job 
done.  Again,  if  we  are  going  to  be  able  to  compete  effectively  in  the 
world  markets,  we  are  going  to  have  to  have  a  stronger  partnership 
between  the  public  and  the  private  sector.  And  we  want  to  perfect 
at  least  the  public  sector's  contribution  to  that  effort. 

Mr.  Skeen.  I  appreciate  it. 

How  do  you  feel  about  the  idea  about  combining  the  foreign  mar- 
ket and  development  with  the  MPP  Program? 

PROGRAM  CONSOLIDATION 

Mr.  Moos.  Well,  we  are  looking  at  that.  That  is  one  of  the  ideas 
that  I  asked  the  Task  Force  on  MPP  to  take  a  look  at.  When  we 
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are  looking  at  ways  to  maximize  our  efficiency  in  terms  of  the 
funds  that  we  have  available,  does  it  make  any  sense  to  combine 
these  two  promotional  efforts?  We  are  in  the  process  of  arriving  at 
conclusions  in  that  regard. 

We  have  also  asked  the  cooperators,  the  private  sector,  to  give 
us  their  opinions;  is  this  a  workable  combination?  If  it  is  not  a 
workable  combination,  then  it  is  something  that  we  would  hesitate 
to  incorporate,  because  we  still  want  to  be  efficient  and  effective  in 
these  market  development  programs. 

Mr.  Skeen.  Well,  does  there  appear  to  be  some  overlap  or  dupli- 
cation in  the  process  now  between  the  two  agencies? 

Mr.  Moos.  I  will  refer  to  Mr.  Schroeter  in  this  regard. 

Mr.  Schroeter.  Well,  I  will  give  you  a  bureaucratic  answer  first, 
and  then  a  policy  answer,  if  I  may? 

Mr.  Skeen.  I  appreciate  that. 

PROGRAM  OVERLAP 

Mr.  Schroeter.  The  bureaucratic  answer,  of  course,  is  the  legis- 
lative authority  differs,  the  objectives  differ,  the  funding  sources 
differ;  that  is  the  bureaucratic  answer.  On  the  policy  side,  from  a 
FAS  management  standpoint,  it  makes  some  sense  to  try  to  bring 
the  two  programs  together,  because  it  makes  our  life  easier.  But 
what  we  are  seeing  now  is  a  difference  in  terms  of  what  we  are 
targeting  under  the  two  programs. 

Under  MPP,  we  are  targeting  more  the  high-value  products. 
Under  the  Foreign  Market  Development  Program,  we  are  targeting 
more  the  bulk  products.  And  there  are  differences  in  the  way  those 
products  are  sold  and  the  way  they  are  promoted. 

Mr.  Skeen.  I  think  we  got  into  that  yesterday. 

Mr.  Schroeter.  But  down  the  road,  it  may  make  some  sense  to 
bring  them  together  from  a  policy  standpoint. 

Mr.  Skeen.  There  is  a  lot  of  misunderstanding  on  our  part  and 
the  general  public's  part  exactly  what  encompasses  our  participa- 
tion in  American  agricultural  goods  being  part  of  a  processed  prod- 
uct. 

I  wanted  to  tell  you,  I  appreciate  the  work  that  you  do  and  you 
have  done  and  the  insight  that  you  put  into  it,  and  the  patience. 
Because  it  is  pretty  difficult  to  make  this  thing  work  and  do  the 
job  that  we  all  expect  you  to  do,  when  we  are  saying  on  the  one 
hand,  go  forth  and  teach  all  nations,  but  don't  to  do  it  on  very 
much  money. 

EMPLOYEE  COMMITMENT 

Mr.  Schroeter.  If  I  could  comment  a  minute,  sir,  on  the  other 
point  you  raised,  which  was  creativity  and  morale,  and  so  forth;  I 
have  spent  my  career  in  the  Foreign  Agricultural  Service  and  so  it 
is  difficult  for  me  to  talk  about  other  agencies,  but  I  have  a  lot  of 
interaction  with  them.  But  I  have  yet  to  see  another  agency  that 
has  more  commitment  to  its  mission  than  the  people  we  have  in 
FAS. 
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AUDITS 


The  problem  we  have  had  over  the  past  few  years  is  constant  au- 
dits and  constant  criticisms  of  our  programs.  And  that  has  had  a 
demoralizing  effect  on  the  Agency  across  the  board.  I  don't  mean 
that  as  an  excuse,  but  I  think  we  need  to  rise  above  that  somehow 
and  try  to  improve  ourselves  and  improve  our  programs  internally 
to  move  ahead. 

Mr.  Skeen.  I  think  you  have  provided  us  with  an  example,  that 
we  ought  to  take  a  look  at  some  of  the  investigative  agencies. 

Mr.  Schroeter.  Thank  you,  sir.  That  is  what  I  was  suggesting. 

Mr.  Skeen.  I  don't  know  whether  that  is  any  solace  to  you  or  not, 
but  it  seems  to  me  that  we  ought  to  put  a  drag  chute  on  some  of 
these  things,  because  I  think  you  have  gone  through  how  many  in- 
vestigations from  GAO;  69? 

Well,  one  thing  about  it,  GAO  has  never  reached  a  conclusion 
yet.  I  appreciate  very  much  your  responses. 

Thank  you  very  much,  Mr.  Chairman. 

Mr.  Durbin.  Let  me  add,  too,  that  Mr.  Skeen  and  I  are  going  to 
do  something  specific  about  that,  see  what  we  can  find  out  about 
it.  We  would  like  you  to  spend  more  time  reaching  your  mission 
goals  than  dealing  with  GAO  audits,  which  are  now  running  at  a 
clip  of  about  one-and-a-half  a  month  or  something.  It  seems  a  little 
excessive. 

Ms.  Kaptur. 

BUDGET  REQUEST 

Ms.  Kaptur.  Thank  you,  Mr.  Chairman. 

Mr.  Moos,  welcome  back,  gentlemen. 

Do  I  understand  your  budget  request  total  aggregate  FAS  fiscal 
1995,  $126.8  million  for  all  programs  under  your  jurisdiction? 

Mr.  Moos.  The  $126.8  million  to  which  you  are  referring  basi- 
cally funds  the  costs  of  FAS  operations  and  the  government's  con- 
tribution to  the  Foreign  Market  Development  Program.  This  rep- 
resents only  a  tiny  fraction  of  the  approximately  $8.3  billion  USDA 
export  program  portfolio  administered  by  FAS.  This  portfolio  in- 
cludes $5.7  billion  in  GSM  102/103  export  credit  guarantees,  $1.3 
billion  in  P.L.  480  food  assistance,  almost  $1.2  billion  in  export  sub- 
sidy programs  such  as  the  Export  Enhancement  and  Dairy  Export 
Incentive  Programs,  and  $75  million  for  the  Market  Promotion  Pro- 
gram. 

Ms.  Kaptur.  Thank  you,  and  what  percent  of  those  would  be  of 
actual  benefit  to  the  private  sector;  not  indirect  benefit  through 
your  staff?  What  is  the  relationship  of  that  $126.8  million? 

Mr.  Moos.  We  believe  that  the  private  sector  is  the  direct  bene- 
ficiary of  all  FAS  efforts  to  expand  markets  for  U.S.  agricultural 
products.  As  I  mentioned  earlier,  the  cost  of  administering  USDA's 
export  programs  is  very  small,  less  that  two  percent  of  the  total 
program  level. 

Ms.  Kaptur.  Two  percent? 

Mr.  Moos.  Yes,  less  than  two  percent. 

Ms.  Kaptur.  You  are  saying  a  smaller  share  is  for  the  adminis- 
trative costs  of  the  Agency  and  a  greater  share  for  the  private  sec- 
tor? 
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Mr.  Moos.  That  is  correct,  in  terms  of  the  aggregate  $8.3  billion 
program  level,  the  cost  of  administering  these  programs  is  very 
small.  Perhaps  I  should  ask  Mr.  Schroeter  to  respond  to  your  ques- 
tion another  way  to  place  this  in  perspective. 

Mr.  Schroeter.  As  Mr.  Moos  indicated,  the  $126.8  million  budg- 
et request  before  this  committee  represents  less  than  two  percent 
of  the  total  program  level  for  all  export  related  activities  managed 
by  FAS.  Included  in  the  $126.8  million  request  is  $20  million  for 
the  Foreign  Market  Development  Program  and  some  $2  million  for 
the  Cochran  Scholarship  Program,  so  only  about  $104  million  is  for 
FAS  support  costs. 

We  can  provide  some  information  on  the  FAS  request  for  the 
record. 

Ms.  Kaptur.  Thank  you. 

[The  information  follows:] 

Fiscal  Year  1995  FAS  Budget  Summary 

[In  millions  of  dollars] 

Administrative  expenses: 

American  personnel  compensation  $53.3 

Support  costs  for  FAS  overseas  offices 32.2 

Domestic  support  costs 10  7 

ADP _.1".Z!Z™  8A 

Subtotal  administrative  expenses 104.6 

Program  costs: 

Market  Development  Cooperator  Program 20.0 

Cochran  Scholarship  Program  2.2 

Subtotal  program  costs  22.2 

Total  FAS  budget  request  126.8 

BENEFITS  TO  PRP7ATE  SECTOR 

Ms.  Kaptur.  Could  you  also  provide  for  the  record  your  current 
activities  and  accomplishments?  You  state  that  the  FAS  over  its 
40-year  history  has  developed  a  comprehensive  portfolio  of  pro- 
grams to  help  the  U.S.  private  sector,  I  am  curious,  if  I  were  to  sit 
in  your  chair  every  day  and  receive  phone  calls,  or  those  of  your 
staff,  obviously  some  private  sector  interests  have  availed  them- 
selves of  your  services  and  others  have  not.  Could  you  provide  a 
list  in  descending  order  of  those  private  sector  interests  that  have 
used  your  services  and  the  amount  of  benefit  that  they  might  have 
received?  Do  you  have  the  ability  to  do  that? 

Mr.  Moos.  I  think  we  do. 

Mr.  Goldthwait.  Yes,  we  do. 

Mr.  Moos.  We  can  do  it  particularly  for  the  promotional  pro- 
grams like  MPP  and  the  foreign  market  development  programs.  It 
becomes  a  little  more  complicated  when  we  get  into  credit  pro- 
grams and  EEP  programs,  to  break  down  the  benefits  to  the  pri- 
vate sector  from  those  types  of  FAS  programs. 

Ms.  Kaptur.  I  want  to  see  where  Ohio  fits  on  the  spectrum  of 
the  country  and  who  is  or  is  not  using  these  programs,  and  why? 

I  get  into  a  lot  of  different  agricultural  audiences  and  I  had  an 
experience  with  one  company  in  my  district — and  maybe  I  will  just 
share  this  with  you — because  one  of  the  questions  I  have  in  my 
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own  mind  is  how  competitive  is  agriculture  in  this  country  to  com- 
pete in  international  markets? 

We  have  a  major  agribusiness  in  Ohio,  major  by  northern  Ohio 
standards,  that  for  years  had  an  office  in  Europe  to  try  to  sell  grain 
into  the  Soviet  market  when  it  was  called  the  Soviet  Union.  They 
had  that  office  staffed  but  they  couldn't  get  to  first  base  with  sales. 
They  were  always  underbid  by  a  larger  company. 

I  am  very  interested  in  competitiveness  and  I  believe  that  one  of 
the  reasons  we  are  not  more  successful  in  some  of  these  markets 
is  that  we  have  too  narrow  an  array  of  actors  from  this  country. 
I  am  very  interested  in  how  private  sector  interests  use  the  pro- 
grams of  the  Foreign  Agricultural  Service. 

Mr.  Moos.  Yes,  we  will  supply  you  with  that  information. 

Ms.  Kaptur.  I  am  most  grateful  for  that. 

[Clerk's  note. — The  information  provided  for  the  record  appears 
on  pages  356  through  389.] 

GREAT  LAKES 

Ms.  Kaptur.  Second,  I  wanted  to  ask  if  the  FAS  ever  gives  much 
thought  to  shipment  of  commodities  through  the  Great  Lakes? 

Mr.  Moos.  General  Sales  Manager. 

Mr.  Goldthwait.  Congresswoman  Kaptur,  we  give  a  great  deal 
of  thought  to  that. 

Ms.  Kaptur.  I  am  glad  to  hear  that. 

Mr.  Goldthwait.  In  fact,  under  our  commercial  programs,  there 
is  a  fair  volume  of  movement  of  commodies  through  the  Great 
Lakes.  We,  in  fact,  in  recent  days  under  the  Export  Enhancement 
Program,  I  know  we  have  approved  a  number  of  export  shipments 
that  involve  lakes  as  opposed  to  gulf  origin. 

As  you  know,  under  the  Food  Assistance  Programs,  it  becomes 
more  difficult.  That  is  because  the  current  legislative  requirements 
specify  that  not  only  the  ocean-going  vessel  but  also  the  laker  that 
may  take  a  cargo  as  far  as  a  point  of  transshipment  on  the  Saint 
Lawrence,  must,  in  fact,  also  be  American  flag  for  75  percent  of 
what  we  move. 

I  understand  that  there  is  a  legislative  proposal  that  would  to 
some  degree  loosen  that  requirement.  That  is  a  proposal  that  we 
are  very  much  interested  in  taking  a  close  look  at  in  concert  with 
our  colleagues  in  the  Department  of  Transportation. 

Ms.  Kaptur.  Well,  this  is  a  deep  concern  of  ours,  and  we  as  a 
Nation  are  trying  to  regain  market  share  in  several  industries,  in- 
cluding our  own  shipping  industry  and  merchant  marine.  And  I 
think  it  is  an  accident  of  history  that  we  have  no  U.S. -flag  vessels 
on  the  Great  Lakes  simply  because  they  are  just  not  there  any- 
more. And  this  is  a  real  dilemma. 

Someone  suggested  to  me  this  morning  what  power  does  our  De- 
partment of  Agriculture  have  to  sign  agreements  with  Canada,  be- 
cause we  could  take  a  Canadian  laker  and  reflag  or  U.S. -flag,  and 
we  have  a  U.S.-flag.  And  then  maybe  we  could  get  more  commod- 
ities through  the  seaway.  Kind  of  an  interesting  thought. 

But  I  am  wondering,  beyond  that  legislative  proposal,  are  there 
any  other  ways  in  which  we  could  work  together  since  we  grow  so 
much  of  it  and  it  is  stored  in  these  elevators  all  over  our  lake's  sys- 
tem? 
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U.S.  FLAG  VESSELS 

Mr.  MOOS.  Well,  we  are  certainly  looking  into  that.  And  I  can  say 
I  sympathize  with  the  concerns  that  you  have.  Hailing  from  the  Pa- 
cific Northwest,  we  have  the  same  problem  on  the  West  Coast. 
There  simply  are  not  enough  American-flag  bottoms  out  there  for 
the  small  companies  to  compete  in  the  world  markets  in  supplying 
our  food  aid  assistance.  It  is  something  that  we  are  working  on  and 
we  are  going  to  be  working  with  the  Maritime  Administration  and 
looking  for  ways  to  give  everybody  a  fair  shot. 

Ms.  Kaptur.  Mr.  Moos,  I  would  like  to  indicate  my  own  personal 
interest,  and  that  of  other  Members  of  Congress  including  the 
Northeast-Midwest  Coalition,  because  we  are  going  to  have  new 
merchant  marine  vessels  that  will  be  subsidized  for  construction.  It 
is  not  at  all  clear  to  me  that  even  one  of  those  will  function  up  on 
the  lakes  at  this  point,  because  they  won't  be  able  to  fit  through 
the  locks. 

And  so  here  we  as  a  people,  end  up  rebuilding  our  merchant  ma- 
rine, and  maybe  they  will  function  on  the  West  Coast,  I  don't  know, 
but  all  I  know  is  that  we  don't  get  served,  again,  and  our  people 
are  having  to  pay  the  bill  for  this.  And  there  ought  to  be  some  way 
for  intelligent  people  to  come  together  to  find  a  way  to  move  some 
of  this  through  the  lakes,  especially  since  we  are  the  shortest  point 
between  the  Midwest  and  the  ports  of  northern  Europe  and  the  de- 
veloping nations  of  Central  Europe  and  the  former  Soviet  Union. 

Joe,  you  wanted  to  say  something? 

Mr.  Skeen.  I  just  wanted  to  agree  with  you. 

But  rebuilding  our  domestic  or  the  American-flag  fleet  has  been 
a  problem  for  all  of  us  because  we  have  just  got  out  of  the  business. 
We  are  not  a  competitor  for  you  because  they  are  not  coming  up 
the  Rio  Grande,  I  can  assure  you  that. 

Ms.  Kaptur.  I  am  glad  to  know  you  are  aware  of  this,  you  are 
thinking  about  it. 

Mr.  Skeen.  We  are. 

Ms.  Kaptur.  We  would  like  to  continue  working  with  you  and 
the  Secretary  of  Transportation  on  this,  because  we  need  to  find  an 
answer  for  the  lake  system. 

I  also  wanted  to  ask,  Mr.  Secretary,  if  you  could  talk  a  little  bit 
about  the  growth  markets  for  our  country,  not  just  for  bulk  com- 
modities, but  for  value  added,  and  where  do  you  see  shrinking  mar- 
kets based  on  what  is  happening  in  other  places? 

GROWTH  MARKETS 

Mr.  Moos.  As  for  the  bulk  commodity  market  worldwide,  that 
kind  of  demand  is  pretty  well  stabilized.  We  have  seen  very  little 
growth  in  that  area  of  our  exports.  Where  we  have  seen  the  real 
growth  in  exports  in  recent  years  is  in  the  areas  of  value-added 
products. 

As  to  the  area  of  the  world  which  I  personally  see  as  the  most 
promising,  it  has  got  to  be  the  Pacific  Rim  countries.  And,  of 
course,  that  would  include  all  of  Asia  as  well  as  this  hemisphere, 
Central  America,  Mexico  and  South  America.  These  are  the  areas 
where  the  economies  are  showing  the  greatest  growth  and 
strength. 
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I  see  opportunities  there  for  continued  demand  growth  for  value- 
added  products  as  these  countries  and  economies  grow  and  as  their 
consumers,  their  citizens  expect  to  improve  their  standard  of  living 
and  eat  more  like  some  of  the  people  in  the  other  countries  of  the 
world.  We  are  in  the  process  within  the  Foreign  Agricultural  Serv- 
ice to  look  at  ways  to  target  this  particular  area  of  the  world. 

You  know,  we  inherited  a  program  which  was  pretty  much  tar- 
geted on  the  emerging  democracies  in  terms  of  market  opportuni- 
ties. What  we  are  really  focusing  on  today  are  the  emerging  econo- 
mies. 

Ms.  Kaptur.  We  are  not  focusing  necessarily  on  emerging  democ- 
racies? 

Mr.  Moos.  Not  in  terms  of  short-term  market  growth  potential. 

Ms.  Kaptur.  Have  we  decided  that  the  Central  European  States 
will  receive  most  of  their  products  from  Western  Europe? 

Mr.  Moos.  We  are  going  to  continue  to  be  as  competitive  as  we 
possibly  can.  What  I  am  referring  to  is  in  terms  of  demand  growth, 
of  whatever  marketing  opportunity  there  is,  we  will  attempt  to 
take  advantage  of.  But  in  terms  of  marshalling  our  resources,  in 
terms  of  targeting,  we  see  that  we  would  get  a  bigger  return,  per- 
haps, focusing  more  of  our  resources  on  the  Pacific  Rim  countries 
than  we  would  in  terms  of  the  traditional  European,  Eastern  Euro- 
pean areas. 

Ms.  Kaptur.  Can  you  tell  me  in  terms  of  East  Asia,  what  is  the 
nature  of  our  current  trade  with  China?  And  what  barriers,  tariff 
or  otherwise,  do  we  currently  have  with  China? 

We  have  been  amassing  greater  and  greater  deficits  with  them 
overall  over  the  last  few  years. 

TRADE  WITH  CHINA 

Mr.  Moos.  We  have  some  $30  billion  or  slightly  more  trade  with 
the  Chinese.  It  is  very  lopsided.  They  have  about  a  $24  billion 
trade,  positive  trade  balance  with  the  United  States.  As  far  as  agri- 
culture commodities,  I  would  have  to  guess  at  this.  I  suspect  the 
trade  is  about  even  in  terms  of  imports  and  exports.  It  used  to  be. 
We  used  to  be  able  to  supply  much  more  of  their  raw  commodity 
needs  than  we  have  in  recent  years. 

With  regard  to  access,  it  is  very  difficult;  they  are  one  of  the  most 
protected  markets  in  the  world.  And,  of  course,  as  we  look  forward 
to  their  accession  into  GATT,  we  will  be  looking  forward  to  them 
providing  greater  access,  measuring  up  to  the  rules  and  require- 
ments of  that  group  of  trading  partners. 

Ms.  Kaptur.  Mr.  Secretary,  if  you  could  provide  for  the  record 
more  detail  on  the  nature  of  our  trade  with  China  and  the  nature 
of  the  barriers  that  you  talked  about,  I  will  be  most  interested.  I 
intend  to  inject  the  reciprocity  and  the  trading  questions  into  this 
whole  debate  here  on  China  MFN.  So  I  greatly  appreciate  any  de- 
tail on  our  historic  relationship  with  China  and  agricultural  trade. 

[The  information  follows:] 
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TRADE  WITH  CHINA 

The  available  trade  statistics  with  China  do  not  accurately  reflect  the  volume  of  commerce  between  the  U.S. 
and  China.   This  is  due  to  a  considerable,  yet  uncertain,  level  of  trade  between  the  two  countries  which  is 
transshipped  through  other  countries,  most  notably  Hong  Kong.   Commodities  shipped  to  Hong  Kong  which  are 
transshipped  to  China  are  not  documented  as  such  as  they  do  not  reflect  direct  trade  with  China.   A  similar 
situation  applies  for  Chinese  goods  shipped  to  the  U.S.  via  Hong  Kong  and  other  transshipment  points. 

Keeping  in  mind  the  Hong  Kong  variable  in  the  U.S.-  China  trade  statistics,  China  showed  a  $24-27  billion 
positive  trade  balance  with  the  United  States  in  1993.   For  agricultural  products  during  the  same  period,  official 
U.S.  statistics  show  that  Chinese  exports  to  the  U.S.  exceeded  U.S.  shipments  to  China.   Sales  of  U.S. 
agricultural  commodities  to  China  dropped  sharply  from  1989  to  1993,  mostly  due  to  a  reduction  in  grain 
(wheat)  and  cotton  exports  to  China.   However,  oilseed  and  livestock  product  sales  to  China  did  post  modest 
gains  during  the  same  period.   Total  U.S.  agricultural  trade  between  the  U.S.  and  China  is  shown  in  the 
following  table  (calendar  years,  thousand  U.S.  dollars,  U.S.  Census  data): 


1989 

1990 

1991 

1992 

1993 

U.S.  ag  Exports  to  China 

1,424.7 

813.7 

722.0 

544.2 

371.7 

China's  ag  Exports  to  the  U.S. 

321.5 

270.7 

328.0 

378.9 

451.0 

Serious  tariff  and  non-tariff  barriers  to  trade  with  China  remain.  The  U.S.  is  pleased  that  China  wants  to  join 
the  GATT,  but  is  adamant  that  China  bring  its  trade  regime  into  compliance  with  GATT/WTO  regulations 
before  it  becomes  a  signatory.   Before  acceding  to  GATT/WTO,  China  will  have  to  inter  alia  remove 
import/export  quotas,  eliminate  discriminatory  and  trade  distorting  licensing  requirements,  discipline  export 
subsidies,  adopt  sound  scientifically  based  quarantine  requirements,  and  adhere  to  GATT/WTO  rules  for  state 
trading  monopolies  (e.g.,  transparent,  competitive,  and  non-discriminatory  bidding,  etc.). 

Currently  China  maintains  a  highly  non-transparent  foreign  trade  regime.   Import  decisions,  although  said  to  be 
demand  driven,  fluctuate  wildly  and  do  not  represent  the  internal  demand  not  satisfied  by  domestic  production. 
A  complicated  and  trade-inhibiting  currency  control  system  further  stymies  consumers'  access  to  imported 
goods.   Provincial  and  central  governments  all  play  a  role  in  approving  requests  for  imports  and  exports  with 
decisions  based  on  a  number  of  subjective  and  objective  analyses. 

A  Memorandum  of  Understanding  on  Market  Access  was  signed  in  1992  with  the  Chinese  Government  to  be 
implemented  by  the  end  of  1993.   The  Chinese  pledged  to  improve  transparency  in  trade  laws  and 
requirements,  reduce  tariffs,  remove  quotas,  eliminate  import  substitution  laws,  and  adopt  sound  scientific 
methodologies  in  developing  and  applying  phytosanitary  and  sanitary  import  tests  and  requirements.   In  an 
apparent  sign  of  good  faith,  the  Chinese  have  reduced  a  few  tariffs  and  removed  several  quotas.   With  one 
exception  to  allow  a  one-year  lifting  of  the  ban  on  Washington  state  apples,  China  remained  inflexible  on  basing 
iksanitary  and  phytosanitary  practices  on  internationally  acceptedjsound  scientific  methodologies. 

Non-performance  in  these  areas  meanSthat  trade  opportunities  with  China  for  U.S.  agricultural  commodities 
have  not  improved.   Moreover,  the  numbers  reflect  that  they  worsened. 
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IRAQI  DEBT 

Ms.  Kaptur.  I  will  also  ask  for  the  record,  Mr.  Chairman,  I  will 
not  take  time  on  this,  but  the  nature  of  the  Department's  involve- 
ment with  the  CCC  loans  on  which  Iraq  was  not  able  to  pay,  and 
that  loan  has  been  transferred  over  to  the  U.S.  Treasury  Depart- 
ment now.  And  to  the  extent  you  have  any  information  on  that 
within  the  FAS,  I  would  appreciate. 

[The  information  follows:] 

Claims  related  to  Iraqi  debt  totaling  $1,657,672,078.07  have  been  paid  by  the 
Commodity  Credit  Corporation — CCC.  CCC  has  repeatedly  sent  bills  to  Rafidain 
Bank — London,  Rafidain  Bank — Baghdad,  the  Iraqi  Ambassador  to  the  United  Na- 
tions and  the  Iraqi  Interests  Section  in  Washington,  D.C.  None  of  the  loans  has 
been  transferred  to  Treasury. 

Ms.  Kaptur.  Thank  you  very  much. 
Thanks,  Mr.  Chairman. 

MARITIME  SUBSIDY 

Mr.  Durbin.  Thanks,  Ms.  Kaptur. 

Before  I  yield  to  Mr.  Walsh,  a  follow-up  question. 

How  much  are  we  proposing  to  subsidize  the  U.S.  maritime  in- 
dustry in  the  next  appropriation's  bill  for  the  Foreign  Ag  Service? 

Mr.  Goldthwait.  The  proposal  within  Title  I,  is  $34  million.  Un- 
fortunately, I  do  not  have  a  breakdown  that  covers  the  entire  Pub- 
lic Law  480,  but  we  can  provide  that  to  you  for  the  record. 

Mr.  Durbin.  Are  there  other  areas? 

Mr.  Goldthwait.  Titles  II  and  Titles  III. 

Mr.  Durbin.  And  Section  416? 

Mr.  Goldthwait.  And  Food  for  Progress  and  416  would  also 
need  to  be  included  in  that  total  as  well.  Just  judging  very  roughly, 
it  would  be  considerably  more  than  that  $34  million  because  the 
Title  I  tonnage  is  only,  roughly,  probably  15  percent  of  the  total 
tonnage  that  will  move  under  the  program.  So  about  $34  million, 
it  is  going  to  be  a  much  larger  figure  for  the  total. 

Mr.  Durbin.  Well,  I  am  sure  Ms.  Kaptur's  concern  is  that  we 
should  have  more  snipping  on  the  Great  Lakes.  It  has  concerned 
me  for  as  long  as  I  have  been  in  Congress,  the  U.S.  Department 
of  Agriculture  and  particularly  the  food  aid  we  send  to  starving 
people  overseas  is  used  to  allocate  tens  of  millions  of  dollars  each 
year  to  subsidize  the  U.S.  maritime  industry. 

It  strikes  me  that  if  this  is  an  important  national  goal,  it 
shouldn't  be  one  that  is  achieved  at  the  expense  of  starving  people. 
And  this  particular  appropriation  really  highlights  the  fact  that 
that  is  exactly  what  is  going  on. 

[The  information  follows:] 

The  ocean  transportation  subsidy  costs  related  to  cargo  preference  for  the  Depart- 
ment of  Agriculture  totalled  $264  million  for  1993.  This  includes  subsidy  costs  relat- 
ed to  the  Public  Law  480,  Food  for  Progress  and  Section  416(b)  programs.  The  Mari- 
time Administration  is  required  to  reimburse  the  Department  of  Agriculture  for 
ocean  freight  differential  costs  for  tonnage  above  the  50  percent  of  agricultural  com- 
modities moving  under  these  programs.  For  1993,  the  Maritime  Administration  re- 
imbursement to  the  Department  of  Agriculture  totalled  approximately  $62  million. 
For  1994,  our  current  estimates  indicate  that  the  Department  of  Agriculture  costs 
will  total  about  $123  million  and  the  Maritime  reimbursement  will  be  approxi- 
mately $77  million. 
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The  following  table  was  taken  from  the  Appendix  to  the  fiscal  year  1995  Budget 
of  the  United  States  Government  shows  the  ocean  transportation  subsidy  costs  re- 
lated to  cargo  preference  for  all  relevant  agencies. 

CARGO  PREFERENCE  PROGRAM  COSTS 

[In  millions  of  dollars] 

1993  1994  1995 

Obligations        Outlays        Obligations        Outlays        Obligations        Outlays 

Agency: 

Department  of  Agriculture 264  264  123  123  108  108 

Department  of  transportation — Maritime 

Administration  62  62  77  77  61  61 

Department  of  Defense 361  361  335  335  318  318 

Agency  for  International  Development  11  11  13  13  13  13 

Export— Import  Bank  of  the  US 3  2  4  3  5  3 

Department  of  State ' 

Total  701  700  522  551  505  503 

1  Estimate  tor  costs  related  to  transportation  of  preference  cargo  is  less  than  $2  million. 

Ms.  Kaptur.  Mr.  Chairman. 
Mr.  Durbin.  Sure. 

MARITIME  SUBSIDIES 

Ms.  Kaptur.  If  you  would  yield  on  that  just  for  a  minute,  I  think 
you  raise  a  good  point  here  because  there  are  subsidies  all  along 
the  chain.  The  subsidy  to  the  maritime  industry  is  a  much  smaller 
subsidy  to  accommodate  these  shipments  than  the  subsidies  that  go 
to  U.S.  agriculture  and  to  farmers  by  this  government.  One  of  the 
tragedies  of  this  issue  over  our  years  of  consideration  in  the  Con- 
gress is  that  we  set  two  troubled  industries  against  one  another  in- 
side this  Congress  rather  than  fighting  for  America. 

We  took  the  maritime  industry,  which  has  been  weakened,  mer- 
chant marine  which  almost  doesn't  exist,  and  we  set  them  against 
the  farmers  of  the  United  States  who  have  had  flat  export  growth 
and  during  the  decade  of  the  1980s  declining  export  growth  in  real 
terms.  We  became  embroiled  in  a  political  fight  inside. 

I  think  your  question  is  a  more  appropriate  one,  and  that  is, 
whatever  subsidies  are  out  there,  whether  it  is  for  farmers,  wheth- 
er it  is  for  shippers,  and  the  subsidies  to  farmers  are  much  greater 
by  10  to  20  times  than  what  goes  to  the  shipper,  how  do  we  move 
this  stuff  into  the  international  markets  and  compete? 

What  we  have  managed  to  do  for  well  over  a  decade,  is  we  have 
become  embroiled  in  a  fight  inside  this  Congress  and  inside  this 
country  where  we  set  seamen — there  are  a  lot  less  of  them  than 
there  were  20  years  ago — against  the  farmers  of  this  country — and 
there  are  a  lot  less  of  them  than  there  were  20  years  ago — em- 
broiled in  a  political  fight,  rather  than  figuring  out  together  how 
we  can  make  America  compete  in  the  international  markets. 

It  is  a  huge  internal  political  problem  for  this  country.  I  would 
like  to  take  all  those  subsidies  and  figure  out  a  better  way  to  move 
the  product  abroad. 

Mr.  Goldthwait.  Mr.  Chairman,  may  I  correct  the  number  I  just 
provided  to  you? 

I  see  that  the  portion  of  Title  I  is  actually  somewhat  larger,  it 
reflects  roughly  one-third  of  our  food  aid  tonnage  in  the  proposed 
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budget,  which  would  mean  that  the  total  cargo  preference  cost  will 
be  very  close  to  $100  million. 

Mr.  Durbin.  Let  me  just  say,  too,  that  as  you  can  see,  Ms.  Kap- 
tur  and  I  agree  on  many  things,  and  may  disagree  on  some,  too. 
And  I  am  trying  to  look  at  it  not  from  the  perspective  of  farmers 
being  disadvantaged,  but  from  the  perspective  of  people  we  are  try- 
ing to  feed.  The  $100  million  that  we  are  being  asked  in  the  De- 
partment of  Agriculture  to  supplement  the  maritime  industry  with, 
strikes  me  as  the  wrong  place  to  be  doing  that  kind  of  business. 

If  this  is  important  to  our  national  economy  and  national  de- 
fense, I  think  we  ought  to  address  it  directly  rather  than  short- 
changing these  types  of  programs.  The  testimony  we  had  the  other 
day  in  our  public  witnesses  from  CARE  and  other  organizations, 
kind  of  puts  in  perspective  what  cuts  in  Public  Law  480  mean  in 
a  lot  of  parts  of  the  world.  I  would  assume  this  panel  doesn't  want 
to  be  dragged  into  this  debate. 

Mr.  Skeen. 

Mr.  Skeen.  Mr.  Chairman,  I  think  it  is  a  very  interesting  discus- 
sion. 

We  had  a  panel  here  at  one  time,  including  shippers,  to  discuss 
some  of  the  problems  associated  with  cargo  preference. 

Mr.  Durbin.  Mr.  Skeen,  if  I  recall  correctly,  and  I  can't  remem- 
ber where  the  sales  were  taking  place,  it  might  have  been  Russia. 
We  have  a  limited  number  of  American-flag  carriers  that  because 
we  require  them  to  use  American  bottoms,  they  have  a  literal  mo- 
nopoly. They  can  charge  what  they  want  to  charge. 

Maybe  Mr.  Goldthwait  can  address  that.  When  we  had  a  hearing 
and  raised  cane  about  it,  it  tends  to  focus  our  attention  on  reducing 
the  rates  that  they  are  charging.  In  fact,  if  I  am  not  mistaken, 
when  we  called  our  hearing,  it  was  because  the  Secretary  of  Agri- 
culture refused  to  ship  on  an  American-bottom  because  he  thought 
we  were  being  taken  to  the  cleaners  because  of  cargo  preference; 
they  knew  they  had  a  monopoly  because  of  that  law. 

Mr.  Goldthwait.  I  recall  that  hearing,  Mr.  Chairman. 

Mr.  Skeen.  I  think  you  were  one  of  the  witnesses. 

CARGO  PREFERENCE 

Mr.  Goldthwait.  I  was  indeed,  Congressman  Skeen. 

Let  me  state  that  we,  too,  share  this  concern.  We  have  tried  to 
address  it  to  the  degree  that  we  can,  by  seeing  to  it  that  we  begin 
the  shipment  of  food  aid  cargos  as  early  in  the  fiscal  year  as  pos- 
sible; and  particularly  with  the  assistance  from  the  legislation  in 
the  1990  Farm  Bill,  we  have  had  much  more  control  in  that  process 
and  have  made  some  progress  in  that  regard. 

Mr.  Durbin.  Well,  I  will  just  close  this  and  say  I  don't  care 
whether  it  is  a  farmer  ripping  off  the  system  under  crop  insurance 
or  it  is  an  American-bottom  carrier  ripping  it  off  under  the  cargo 
preference,  I  don't  think  we  should  allow  it  to  occur. 

I  am  really  trying  to  help  spend  this  money  effectively.  I  think 
we  all  are.  I  think  Ms.  Kaptur  is  right.  We  have  got  to  find  a  way 
to  reconcile  some  of  this  competition  and  get  down  to  the  point 
where  we  are  helping  American  farmers  and  American  shippers, 
while  meeting  our  goals  in  Public  Law  480  and  other  programs. 
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Ms.  Kaptur.  Mr.  Chairman,  I  know  you  are  interested  in  this 
and  I  would  encourage  you  to  bring  together  another  panel  to  talk 
about  this.  It  proved  to  be  a  very  interesting  session  last  time. 
With  the  Merchant  Marine  Bill  coming  forward  and  certain  other 
bills  that  are  moving  here,  there  may  be  another  way  to  take  care 
of  your  concern.  But  I  don't  want  to  hurt  people  that  work  on  these 
ships  any  more  than  I  want  to  hurt  hungry  people  or  farmers  in 
our  country.  We  have  got  to  find  a  political  answer  to  that. 

Mr.  Skeen.  We  don't  need  Americans  fighting  Americans.  We 
ought  to  at  least  understand  what  their  problems  are.  And  I  think 
that  we  have  tried  to  do  this,  the  Chairman  has  been  good  about 
it. 

Mr.  Durbin.  And  now  the  "bridge  over  troubled  waters,"  Mr. 
Walsh. 

Mr.  Walsh.  I  am  going  to  dive  right  in. 

I  think  this  is  certainly  a  worthy  debate.  It  is  one  that  I  remem- 
ber encountering  over  on  the  authorizing  committee.  And  while  I 
have  about  10  or  15  miles  of  Lake  Ontario  shoreline,  there  are  no 
ports  up  there.  It  is  just  mostly  good  bass  fishing. 

But  I  am  very  sensitive  to  the  arguments  that  Ms.  Kaptur  pro- 
poses. Certainly,  we  are  concerned  about  anybody  ripping  off  the 
Federal  Government,  whether  it  is  the  merchant  marine  operation 
or  it  is  a  farmer. 

But  I  think  that  fair  is  fair,  and  I  don't  think  anyone  would  ques- 
tion the  fact  that  our  subsidy  program  over  the  years  has  made 
American  farming  the  most  successful  industry  in  the  country.  And 
while  our  ability  to  support  industry  at  the  Federal  trough,  so  to 
speak,  diminishes  because  of  our  other  obligations,  one  of  which  is 
our  increased  amortization  costs  on  our  debt,  I  for  one  am  not,  in 
general,  opposed  to  subsidies  if  they  meet  their  goal. 

The  goal  of  agriculture  subsidies  is  to  make  American  agriculture 
the  number  one  in  the  world.  It  succeeded.  And  in  the  process  of 
doing  that  or  while  the  American  agriculture  was  becoming  num- 
ber one  in  the  world,  our  merchant  marine  slipped  dramatically. 

And  I  think  it  is  fair  to  provide  some  support  for  the  merchant 
marine  industry  at  the  same  time  we  are  supporting  American  ag- 
riculture. I  think  we  certainly  have  to  be  concerned  about  costs  and 
we  don't  have  a  whole  lot  of  money  to  spread  around;  but  I  am  very 
sensitive  to  that  argument.  And  there  are  hungry  people  in  Amer- 
ica, too,  and  some  of  those  former  sailors'  families  can  get  just  as 
hungry  as  anyone  else  can. 

So  I  agree  with  my  leader,  that  maybe  we  ought  to  have  hearings 
on  this  and  discuss  it  further.  Obviously,  it  is  a  cause  for  some  de- 
bate and  controversy. 

Having  said  all  that,  I  would  just  like  to  ask  a  question  on  the 
Public  Law  480  Program.  Would  you  have  off  the  top  of  your  heads 
or  right  in  front  of  you,  the  amount  of  American  commodity  that 
is  going  into  South  Asia,  particularly  India,  Pakistan  and  Nepal? 

Mr.  Goldthwait.  I  will  provide  that  information  for  the  record. 

Mr.  Walsh.  And  what  product  it  would  be. 

Mr.  Goldthwait.  If  you  would  like  the  product  breakdown,  I 
would  want  to  supply  that  to  you  for  the  record  because  there  are 
a  variety  of  products  moving  into  those  countries. 
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Mr.  Walsh.  Well,  if  you  don't  have  it  right  at  the  tip  of  your  fin- 
ger, I  would  welcome  you  providing  that  at  a  later  date. 
[The  information  follows:] 

The  following  table  includes  planned  U.S.  food  aid  for  FY  1994  for  India,  Nepal 
and  Pakistan.  At  the  current  time,  we  plan  to  provide  approximately  $87.4  million 
to  India  and  approximately  $20.0  million  to  Pakistan  through  the  P.L.  480  Title  II 
program.  We  have  no  food  aid  planned  to  Nepal  through  the  P.L.  480  program.  The 
commodities  to  be  provided  to  India  and  Pakistan  are  shown  on  the  table. 
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Mr.  Walsh.  That  is  really  the  only  question  I  had. 

Mr.  Goldthwait.  The  quantity  for  Asia  and  the  Middle  East  for 
fiscal  year  1993  was  approximately  1.39  million  metric  tons.  That 
does  not  include  the  former  Soviet  Union. 

Mr.  Walsh.  Okay.  And  you  can  give  us  which  commodities  that 
was  in  raw  numbers? 

Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Durbin.  Thanks  very  much. 

I  want  to  thank  the  panel  for  their  testimony  and  we  will  be  in 
touch  with  you.  Appreciate  it. 
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Introductory  Remarks  by  Eugene  Moos 

Under  Secretary,  International  Affairs 

and  Commodity  Programs 

U.S.  Department  of  Agriculture 

Before  the  House  Subcommittee  on  Agriculture,  Rural 

Development,  Food  and  Drug  Administration,  and  Related  Agencies 

March  24,  1994 


Mr.  Chairman,  Members  of  the  Committee.  I  am  pleased  to  appear  before  you  again 
this  morning  and  to  have  the  opportunity  to  discuss  the  1995  budget  and  program  proposals 
for  the  international  programs  and  activities  of  the  Department.    Accompanying  me  today  are 
Richard  Schroeter,  Acting  Administrator  of  the  Foreign  Agricultural  Service  (FAS); 
Christopher  Goldthwait,  the  General  Sales  Manager;  and  Steve  Dewhurst,  of  the  Office  of 
Budget  and  Program  Analysis. 

Mr.  Schroeter  has  a  prepared  statement  which  provides  details  on  the  1995  budget 
proposals  for  FAS  and  the  various  international  programs  his  agency  administers.    Before  we 
begin  with  his  statement,  I  would  like  to  make  some  introductory  remarks  concerning  those 
programs. 

Mr.  Chairman,  Secretary  Espy  has  made  export  expansion  for  U.S.  agricultural 
commodities  and  products  a  top  priority  for  the  Department  of  Agriculture.   The  reasons  for 
doing  so  are  evident  --  export  expansion  is  critical  to  our  efforts  to  increase  farm  income  and 
ensure  a  strong  future  for  American  agriculture.    Moreover,  not  just  the  agricultural  sector 
benefits  from  export  growth;  the  benefits  extend  throughout  the  American  economy  through 
job  creation  and  higher  incomes. 

During  the  past  year,  we  have  made  significant  and  historic  progress  toward  achieving 
our  export  expansion  goals.    Most  prominent  among  these  achievements  are  the  successful 
negotiation  of  agricultural  trade  reforms  in  the  Uruguay  Round  of  the  GATT;  implementation 
of  the  North  American  Free  Trade  Agreement;  and  a  number  of  bilateral  agreements  to 
increase  market  access  of  our  products,  such  as  extension  of  the  U.S.-Korea  beef  agreement. 


333 


While  these  achievements  are  significant  and  provide  the  basis  for  future  export 
expansion,  they  represent  only  a  first  step  in  our  efforts  to  expand  overseas  markets.   We 
must  now  consider  how  American  agriculture  can  best  position  itself  to  take  full  advantage  of 
the  trade  opportunities  which  will  result  from  these  agreements,  and  how  the  Department's 
international  programs  and  activities  can  assist  in  doing  so  most  effectively.    In  some  cases, 
we  may  need  to  consider  how  programs  should  be  adjusted  or  reformulated  to  reflect  a  more 
liberalized  trading  environment.   We  may  also  find  it  advantageous  to  recommend  a 
reallocation  of  budget  resources  among  programs. 

Department  staff  have  already  begun  to  address  these  issues,  and  we  expect  our  review 
to  continue  next  year  during  consideration  of  the  1995  Farm  Bill.    I  expect  this  Committee 
will  have  an  important  role  in  this  effort.   Whatever  the  outcome  of  the  review,  it  is  clear  that 
the  Department's  international  programs  --  which  we  are  discussing  today  -  will  continue  to 
be  critical  to  our  efforts  expand  overseas  markets. 

I  would  like  to  mention  another  step  we  have  taken  to  strengthen  and  improve  the 
coordination  of  our  many,  diverse  international  activities.    This  is  the  merger  of  the  Office  of 
International  Cooperation  and  Development  with  FAS  and  the  General  Sales  Manager's 
Office,  which  was  undertaken  last  October  in  accordance  with  this  Committee's  directive. 
Under  the  Secretary's  reorganization  plan,  the  consolidated  agency  will  be  maintained,  but 
renamed  the  International  Agricultural  Trade  Service.   Consolidation  of  these  agencies  will 
help  to  integrate  the  Department's  international  development  and  cooperation  activities  more 
closely  with  our  export  expansion  goals  and  efforts.    We  expect  it  will  also  improve 
coordination  among  land-grant  universities,  international  organizations,  and  U.S.  producer  and 
trade  groups. 

Turning  to  the  immediate  subject  of  today's  hearing,  the  budget  proposes  a  total 
program  level  of  $S.4  billion  for  the  Department's  international  programs  and  activities  for 
fiscal  year  1995.    Many  of  these  activities  are  proposed  to  continue  near  current  levels,  but  in 
some  cases  reductions  are  proposed  in  order  to  meet  the  spending  targets  which  were 
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established  for  the  1995  budget.    Nevertheless,  we  have  submitted  proposals  which  we  believe 
will  continue  the  export  expansion  efforts  we  have  initiated  over  the  last  year  and  which  will 
enhance  the  competitiveness  of  our  agricultural  commodities  and  products  in  international 
markets. 

I  would  now  like  to  call  on  Mr.  Schroeter  to  present  his  testimony  which  discusses  the 
budget  request  in  greater  detail.   We  will  then  be  pleased  to  answer  your  questions.   Thank 
you. 
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Statement  of 

Richard  Schroeter,  Acting  Administrator 

Foreign  Agricultural  Service 

U.S.  Department  of  Agriculture 

Before  the  House  Appropriations  Subcommittee  on 

Agriculture,  Rural  Development, 

Food  and  Drug  Administration, 

and  Related  Agencies 

Mr.  Chairman,  members  of  the  Subcommittee,  I  appreciate  the 
opportunity  to  meet  with  you  to  discuss  the  work  of  the  Foreign 
Agricultural  Service  (FAS)  and  to  present  our  budget  request  for 
fiscal  year  1995. 

MISSION  OF  THE  AGENCY 

The  mission  of  FAS  is  to  advance  the  interests  of  the 
agricultural  community  and  the  general  public  by  working  to 
develop  and  expand  foreign  markets  for  U.S.  food  and  agricultural 
products.   A  vibrant  export  sector  is  crucial  not  only  to  the 
health  of  U.S.  agriculture,  but  to  the  health  of  the  entire  U.S. 
economy.   Each  $1  in  agricultural  export  earnings  generates 
another  $1.44  in  business  for  the  U.S.  economy.   In  addition, 
nearly  1  million  full-time  jobs- -including  approximately  600,000 
off  the  farm- -hinge  on  the  health  of  U.S.  agricultural  exports 
each  year. 

FAS  uses  all  of  its  export  programs  aggressively  to  make 
sure  that  in  the  short-term  U.S.  farmers  are  able  to  maintain  a 
high  level  of  sales  in  established- markets  when  exports  are 
threatened  by  unfair  trade  practices  and  at  the  same  time 
capitalize  on  emerging  market  opportunities. 


336 


Above  and  beyond  this  short-term  support  for  U.S.  farmers, 
FAS  also  keeps  its  eye  on  the  longer  term.   We  have  the 
responsibility  to  provide  maximum  support  to  the  U.S.  farm 
community  and  agricultural  industry  in  achieving  export  growth  of 
agricultural  products  into  the  21st  century. 

Very  simply,  for  FAS  this  means  a  continued  emphasis  on: 

--  identifying  constraints  to  U.S.  exports  and  implementing 
strategies  for  overcoming  these  constraints; 

-  -  aggressively  pursuing  reductions  of  trade  barriers  and 
trade-distorting  practices  on  the  part  of  key  trading  partners; 

--  making  sure  that  U.S.  farmers  and  our  research  community 
have  information  about  areas  of  emerging  foreign  demand; 

--  protecting  U.S.  agricultural  interests  by  keeping  U.S. 
policy  views  before  the  international  community; 

--  working  to  strengthen  the  export  knowledge  and  skills  of 
producers,  processors  and  exporters  so  they  can  compete  more 
effectively  in  the  international  marketplace; 

--  educating  foreign  buyers  on  the  merits  of  U.S.  products 
and  how  they  can  be  purchased;  and 

--  supporting  economic  development  efforts,  especially  in 
emerging  markets  and  developing  countries  where  FAS '  expertise 
and  programs  can  have  rapid  and  significant  impact  on  increasing 
family  income  and  purchasing  power. 

ORGANIZATION  OF  THE  AGENCY 

I  will  discuss  how  FAS  is  working  to  accomplish  these  tasks 
and  some  of  the  challenges  we  face.   Let  me  begin  by  addressing 


337 


an  issue  close  to  home- -the  reorganization  of  USDA  and  the  impact 
on  FAS. 

Our  agency's  organizational  changes  will  be  done  in  two 
stages.   In  the  first  stage,  which  is  being  implemented  in  fiscal 
1994,  we  are  combining  the  program  and  administrative  support 
functions  for  FAS  and  the  former  Office  of  International 
Cooperation  and  Development  (OICD) .   The  name  of  the  combined 
agency  during  this  interim  period  continues  to  be  the  Foreign 
Agricultural  Service. 

The  functions  formerly  assigned  to  OICD  will  now  be 
performed  by  the  new  International  Cooperation  and  Development 
(ICD)  program  area  within  FAS.   It  continues  to  carry  out  the 
myriad  cooperation  and  development  assistance  functions  for  which 
OICD  was  known. 

Other  program  areas  in  FAS  remain  virtually  the  same.   These 
include  Commodity  and  Marketing  Programs,  Export  Credits, 
International  Trade  Policy,  and  Foreign  Agricultural  Affairs. 
All  totaled,  FAS  has  1,103  employees.   The  majority- -853- -are 
stationed  in  Washington,  D.C.   The  remaining  250  employees- -our 
corps  of  agricultural  counselors,  attaches,  officers,  and  foreign 
service  nationals- -are  assigned  to  75  U.S.  embassies,  consulates 
and  agricultural  trade  offices  covering  133  countries  and 
territories. 

Final  organizational  changes,  anticipated  to  be  implemented 
in  fiscal  1995,  build  on  this  interim  plan.   At  that  time  FAS 
will  be  renamed  the  International  Agricultural  Trade  Service 
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(IATS) ,  reflecting  the  consolidation  of  FAS,  OICD,  and  the  Office 
of  the  General  Sales  Manager.   The  new  agency's  administrative 
management  support  staff  will  be  transferred  to  the  Farm  Service 
Agency  (FSA) ,  and  administrative  management  functions  for  IATS 
will  be  carried  out  by  FSA  on  a  reimbursable  basis. 
CURRENT  ACTIVITIES  AND  ACCOMPLISHMENTS 
Over  the  40-year  history  of  FAS,  the  agency,  in  conjunction 
with  Congress,  has  developed  a  comprehensive  portfolio  of 
programs  to  help  the  U.S.  private  sector  expand  exports  of 
American  agricultural  products.   These  programs  touch  virtually 
every  corner  of  the  globe  to  serve  both  the  immediate  and  longer 
term  interests  of  U.S.  agriculture. 

The  1990  Farm  Bill  provided  a  wide  range  of  export  promotion 
programs  to  accommodate  all  stages  of  a  customer  country's 
development- -food  aid  and  other  concessional  programs  for 
developing  countries,  export  credit  guarantee  programs  for  more 
advanced  markets  that  depend  on  credit,  and  export  assistance  and 
market  development  programs  to  promote  commercial  sales  to 
regain,  maintain,  or  increase  the  U.S.  market  share  in  developed 
country  markets.   To  keep  pace  with  the  dynamic  world 
marketplace,  we  use  these  programs  singly  or  in  combination  as 
necessary  to  maximize  sales  opportunities  for  U.S.  agricultural 
producers. 

Let  me  now  describe  how  we  have  used  and  intend  to  use  these 
tools. 
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BUILDING  SALES  IN  DEVELOPED  MARKETS 

Developed  countries  are  those  that  have  sustained  economic 
growth,  high  per  capita  gross  national  product,  and  above  average 
standards  of  living.   In  markets  such  as  these,  our  program  goals 
include  improving  market  access,  maintaining  competitiveness  for 
our  products,  and  building  markets  for  new  products.  We  work  to 
accomplish  these  goals  in  a  variety  of  ways- -but  particularly 
through  our  trade  negotiating  efforts  and  through  activities  such 
as  the  Market  Promotion  and  Cooperator  Market  Development 
Programs . 

URUGUAY  ROUND  AGREEMENT 

One  particularly  significant  achievement  for  U.S.  farmers  is 
the  completion  of  the  Uruguay  Round  under  the  General  Agreement 
on  Tariffs  and  Trade.   We  believe  this  historic  agreement  will 
result  in  significant  improvements  for  U.S.  agricultural  trade. 
Highlights  of  the  agreement  include  expansion  of  U.S. 
agricultural  export  opportunities  through  increased  access  in 
foreign  markets;  significant  reduction  in  trade  distorting  and 
price  depressing  export  subsidies;  reductions  in  trade -distorting 
internal  support;  and  assurance  that  sanitary  and  phytosanitary 
measures  are  based  on  science  and  are  not  disguised  non- tariff 
barriers. 

While  there  is  a  natural  tendency  to  focus  on  immediate 
improvements  in  market  access  as  a  result  of  the  Uruguay  Round,  I 
would  like  to  emphasize  the  longer-term  benefits  of  this 
agreement . 
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--  The  economic  growth  generated  by  all  of  the  different 
Uruguay  Round  agreements  (including  the  non- agricultural  areas) 
will  increase  income  globally,  resulting  in  increased  demand  for 
U.S.  agricultural  exports; 

--  Agriculture  will  be  more  fully  under  the  disciplines  of 
the  GATT.   This  will  provide  a  significantly  improved  process  for 
dealing  with  agricultural  trade  problems; 

--  Non- tariff  trade  barriers  will  be  replaced  with  tariffs, 
which  will  make  import  protection  less  arbitrary  and  help 
simplify  future  negotiations  to  liberalize  agricultural  markets; 

--  Binding  all  of  the  world's  agricultural  tariff  rates  will 
prohibit  countries  from  exceeding  their  bound  tariff  rates 
without  providing  compensation; 

--  Trade  distorting  internal  support  and  export  subsidies 
will  be  capped  and  reduced;  countries  will  not  be  able  to 
increase  such  subsidies  beyond  the  levels  specified  in  the 
agreement ; 

-  -  For  the  first  time  the  GATT  will  have  rules  developed 
specifically  to  allow  the  challenge  of  the  unjustified  use  of 
health- related  barriers  to  imports; 

--  The  Uruguay  Round  Agreement  will  result  in  a  stronger  and 
institutionally  more  efficient  organization,  the  World  Trade 
Organization  (WTO) ,  facilitating  trade  relationships  among 
countries;  and 

--  Conditions  for  accession  to  the  WTO  by  countries  such  as 
China,  Russia  and  Taiwan  will  reflect  the  stronger  disciplines 


341 


developed  in  the  Uruguay  Round. 

The  Department  recently  issued  its  economic  analysis  which 
details  the  Agreement's  impact  on  various  sectors  of  U.S. 
agriculture.   I  won't  go  into  all  the  details,  but  let  me  briefly 
discuss  some  of  the  Uruguay  Round  agreement's  benefits  for 
American  agriculture.   Studies  suggest  that  the  Uruguay  Round 
agreement  will  increase  world  income  by  as  much  as  $5  trillion  in 
the  10  years  after  it  goes  into  effect.   This  growth  will 
increase  the  demand  for  U.S.  agricultural  products,  particularly 
for  income- sensitive  commodities  like  meat,  fruits,  vegetables, 
and  other  specialty  crops.   And  increased  demand  for  beef,  pork, 
and  poultry  means  that  U.S.  feed  grain  and  soybean  producers  will 
benefit  as  well. 

As  a  result  of  this  increase  in  demand,  U.S.  agricultural 
exports  are  expected  to  increase  by  between  $4.7  billion  to  $8.7 
billion  by  2005.   Grains  account  for  almost  half  of  this 
increase. 

Increased  exports  means  more  export -related  jobs, 
particularly  for  high-value  and  value-added  products.   By  2005, 
export -related  employment  is  expected  to  increase  by  as  much  as 
190,000  jobs. 

Increased  exports  will  raise  farm  prices,  increase  farm 
income,  and  lower  Government  outlays.   The  Uruguay  Round 
agreement  is  expected  to  raise  farm  income  over  current  baseline 
estimates  by  as  much  as  $2.5  billion  in  2005.   At  the  same  time, 
Government  outlays  could  be  as  much  as  $2.6  billion  lower  in 
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2005- -and  that  is  good  news  in  today's  budget  environment. 

Perhaps  even  more  important  for  the  future  is  the  discipline 
the  Uruguay  Round  will  apply  to  countries  that  might  otherwise 
choose  the  direction  of  closed  markets,  production- inducing 
internal  supports,  and  subsidized  exports.   This  has  important 
consequences  for  our  large  trading  partners  that  are  currently 
outside  of  the  GATT- -China,  Taiwan,  and  the  nations  of  the  former 
Soviet  Union. 

NORTH  AMERICAN  FREE  TRADE  AGREEMENT  AND  BILATERAL  ISSUES 

In  this  hemisphere,  implementation  of  the  North  American 
Free  Trade  Agreement  (NAFTA)  also  will  help  improve  market  access 
for  U.S.  agricultural  products.   This  agreement  eliminates  all 
tariff  and  non- tariff  barriers  to  trade  between  the  United  States 
and  Mexico.   By  the  end  of  the  proposed  15 -year  transitional 
period,  annual  U.S.  agricultural  exports  are  expected  to  be  some 
$2.6  billion  higher  than  without  NAFTA. 

We  continue  to  monitor  the  implementation  of  this  agreement 
to  ensure  a  smooth  transition. 

FAS  staff  also  work  aggressively  and  continuously  in  a 
number  of  bilateral  negotiations.   Among  some  of  the  more  notable 
achievements  of  the  past  year  are: 

--  Following  years  of  denying  imports,  Japan  is  finally 
purchasing  U.S.  rice.   After  nearly  20  years  of  negotiation, 
Japan  also  finally  agreed  to  a  procedure  that  should  permit  the 
import  of  the  1994  U.S.  apple  crop. 

--  The  U.S. -Korea  beef  agreement  will  be  extended  through 
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1995.   This  agreement  dramatically  increases  market  access  in  one 
of  the  United  States'  largest  beef  export  markets. 

Despite  these  advances  in  bilateral  activities,  a  number  of 
contentious  issues  remain.   For  example,  one  of  our  main  concerns 
right  now  is  to  resolve  issues  concerning  Canadian  exports  of  a 
number  of  products  to  the  United  States,  including  wheat,  peanut 
paste,  dairy  products  and  sugar. 

MARKET  DEVELOPMENT  PROGRAMS 

To  shift  now  to  our  export  assistance  programs,  the  MPP  and 
the  Cooperator  Market  Development  program  are  frequently  targeted 
toward  introducing  new  U.S.  product  lines  into  developed  markets. 
The  MPP,  for  example,  has  been  valuable  in  helping  boost  sales  of 
high-value  food  products,  which  have  become  the  United  States' 
strongest  agricultural  export  performers  in  the  past  decade. 
Both  the  MPP  and  the  Cooperator  program  are  operated  on  a  cost 
share  basis  with  the  U.S.  export  community. 

During  fiscal  1993,  $147.7  million  was  allocated  to  66 
participants  to  promote  agricultural  products  under  MPP.   For 
fiscal  1994,  we  will  be  making  available  $100  million  of 
assistance.   Applications  for  the  fiscal  1994  MPP  were  due 
February  23.   We  are  now  reviewing  those  applications  and  will 
announce  the  allocations  in  the  near  future.   We  continue  to  look 
hard  at  this  program  to  address  issues  such  as  branded  promotion 
and  the  program's  accessibility  and  administration.   In 
accordance  with  the  Budget  Reconciliation  Act  of  1993,  we  have 
increased  the  required  levels  of  private  sector  program  support. 


344 


We  will  continue  to  stress  funding  of  direct  promotional 
activities, with  the  largest  payoff,  and  reduce  funding  for 
administrative  overhead  to  minimum  efficient  levels. 

The  Cooperator  Market  Development  Program  is  a  partnership 
between  U.S.  farmer  organizations  and  USDA  that  allows  us  to 
combine  forces  and  pool  our  technical  and  financial  resources  to 
initiate  and  carry  out  a  variety  of  foreign  market  development 
projects.   In  developed  markets,  activities  include  technical 
trade  servicing  to  help  buyers  choose  the  right  U.S.  product  and 
use  it  efficiently,  joint  promotions  with  foreign  customers,  and 
educational  activities.   Federal  support  will  focus  on 
participant  expansion  into  areas  of  the  world  where  the  greatest 
market  development  potential  exists,  and  we  will  reduce  support 
for  activities  and  administration  in  established  markets  to  the 
extent  feasible. 

TAPPING  INTO  MIDDLE- INCOME  MARKETS 

Middle- income  or  transitional  markets  are  those  that  are 
making  the  transition  from  direct  aid  toward  cash  purchases. 
Here  our  program  activities  work  to  build  on  our  past  efforts 
under  our  aid  programs.   We  work  to  build  and  maintain  our 
competitiveness  through  programs  such  as  the  export  credit 
guarantee  programs  and  subsidy  programs  such  as  the  Export 
Enhancement  Program.   We  also  work  to  support  the  continued 
development  of  the  scientific  and  technical  expertise  in  these 
countries  through  exchange  programs  and  we  operate  market 
development  programs  that  focus  on  market  access  issues, 
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marketing  research,  product  demonstrations,  technical  assistance, 
and  buyer  education  activities . 

rpgn-TT  CTT&PftHTEE  PROGRAMS 

The  export  credit  guarantee  programs  help  assure  the 
availability  of  credit  to  finance  commercial  U.S.  agricultural 
exports.   These  programs  operate  within  a  relatively  narrow  range 
of  credit  risk.   The  purpose  is  to  underwrite  export  credit  that 
would  not  otherwise  be  made  by  the  commercial  sector,  but  to 
avoid  assuming  so  much  risk  as  to  compromise  our  reasonable 
expectation  of  repayment. 

Under  both  GSM- 102  and  GSM- 103,  the  U.S.  government 
guarantees  payment  to  U.S.  exporters  and  their  financial 
institutions  if  the  foreign  banks  fail  to  pay.   The  guarantees 
encourage  U.S.  lenders  to  extend  credit  that  is  used  by  overseas 
customers  to  pay  U.S.  exporters. 

As  with  all  our  export  assistance  tools,  we  try  to  use  these 
programs  to  help  exporters  take  advantage  of  emerging  markets  and 
trends.   For  example,  in  fiscal  1993  in  the  major  growth  markets 
in  Asia  and  the  Middle  East,  USDA  announced  coverage  for  10 
countries  totaling  $1.4  billion.   Among  other  things,  this 
coverage  supported  the  newly  privatized  wheat  flour  market  in 
Egypt,  expanded  market  opportunities  for  high- value  products  in 
Indonesia,  and  introduced  U.S.  breeder  livestock  in  the 
Philippines. 
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SUBSIDY  PROGRAMS 
However,  just  as  we  target  transitional  markets  as 
opportunities  for  export  growth,  so  do  our  competitors.   And  many 
of  them  resort  to  the  use  of  unfair  trade  practices  such  as 
subsidies  in  order  to  make  sales.   The  Export  Enhancement  Program 
(EEP)  helps  the  United  States  meet  this  subsidized  competition  in 
targeted  markets- -particularly  competition  from  the  European 
Union . 

This  program  has  in  many  cases,  increased,  or  prevented 
further  declines,  in  U.S.  exports;  it  has  challenged  unfair  trade 
practices  by  others;  and  it  has  pressured  our  trading  partners  to 
engage  in  serious  negotiations  on  bilateral  and  multilateral 
agricultural  trade  issues.   Secretary  Espy  is  on  record  as  saying 
the  EEP  will  continue  to  have  a  place  in  U.S.  farm  policy,  even 
with  a  Uruguay  Round  Agreement.   We  hope  to  have  to  rely  less  on 
the  EEP  as  competitors  cut  their  subsidies,  but  we  expect  the  EEP 
will  remain  a  tool  in  our  export  program  arsenal . 

The  $967  million  in  EEP  bonuses  awarded  to  exporters  to 
expand  U.S.  exports  in  fiscal  1993  was  the  third  highest  amount 
on  record.   The  sales  value  of  all  bulk  and  value-added 
commodities  exported  under  this  program  totaled  an  estimated  $3.7 
billion. 

The  Department  also  administers  several  other  subsidy  programs  to 
facilitate  export  sales  of  specific  agricultural  commodities. 
These  include  the  Dairy  Export  Incentive  Program  (DEIP) ,  which 
facilitates  export  sales  of  dairy  products,  and  the  Sunf lowerseed 
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Oil  Assistance  Program  (SOAP)  and  the  Cottonseed  Oil  Assistance 
Program  (COAP) ,  which  have  been  used  to  facilitate  export  sales 
of  these  vegetable  oils. 

INTERNATIONAL  COOPERATION 

In  the  area  of  international  cooperation,  I'll  mention  only 
a  few  of  the  many  programs  we  oversee .   Under  the  Cochran 
Fellowship  Program,  we  provide  high  quality  training  for  senior 
and  mid- level  staff  from  a  wide  variety  of  agricultural  and  food- 
related  industries  from  middle- income  and  developing  countries. 
Through  this  program,  we  strengthen  and  enhance  trade  linkages 
between  the  countries  and  the  agricultural  interests  in  the 
United  States.   In  fiscal  1993,  631  Cochran  Program  fellows  from 
33  countries  participated  in  agricultural  and  agribusiness 
training  in  the  United  States. 

Under  the  Support  for  Eastern  European  Democracies  (SEED)  Act, 
our  projects  are  introducing  current  technologies  for 
environmentally  sustainable  agricultural  management  to  Central 
and  East  European  countries.   This  program  helps  reduce  the 
effects  of  pollution  from  past  industrial  and  agricultural 
activities  while  supporting  economic  development  in  these 
countries. 

BUILDING  DEMAND  IN  DEVELOPING  COUNTRIES 

One  of  FAS'  most  important  long-term  responsibilities  is  the 
support  of  economic  development.   Two  dollars  out  of  every  five 
that  U.S.  farmers  earn  in  world  markets  are  earned  in  developing 
markets- -and  these  markets  are  where  the  biggest  growth 


348 


opportunities  lie  for  U.S.  agriculture  in  the  21st  century. 

Over  the  long  run,  agricultural  and  private  sector  business 
development  and  investment  increase  jobs  and  incomes,  and  make 
developing  countries  better  customers  for  U.S.  agricultural 
exports.   Development  and  investment  in  the  Third  World  increase 
the  potential  for  economic  growth  and  rising  consumer  incomes. 
Rising  incomes  support  a  diversification  of  diets  and  create  a 
growth  in  food  demand  that  out  paces  growth  in  domestic 
agricultural  production. 

The  merger  of  OICD  and  FAS  places  increased  emphasis  on  our 
mission  of  strengthening  U.S.  agriculture's  international 
competitiveness  and  leadership.   Through  this  combination,  we 
expand  our  tools  to  support  economic  growth  in  developing 
countries,  thereby  creating  expanded  markets  for  American 
agricultural  products. 

FOOD  AID  PROGRAMS 

Let  me  briefly  describe  some  of  the  program  activities  in 
this  area.   Market  development  in  many  countries,  especially  the 
low- income  developing  countries,  begins  with  food  aid.   We  play  a 
role  in  the  operation  of  three  food  aid  programs: 

--  The  Public  Law  480  program,  which  focuses  on  meeting 
humanitarian  needs,  providing  calories  and  nutrients  that  can 
increase  human  productivity,  and  establishing  a  U.S.  presence  in 
emerging  markets,  particularly  for  those  commodities  that  a 
country  will  need  to  import  on  a  long-term  basis.   USDA  is 
responsible  for  policy  formulation  and  program  administration  in 
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carrying  out  P.L.  480,  Title  I  sales  activities.   The  Agency  for 
International  Development  (AID)  has  similar  responsibilities  for 
the  Title  II  donation  and  Title  III  government- to -government 
grant  programs.   USDA  provides  operational  support  to  AID  for 
commodity  purchases  under  Titles  II  and  III.   During  fiscal  1994, 
we  anticipate  programming  approximately  $420  million  of 
commodities  under  Title  I  which  should  provide  for  the  export  of 
as  much  as  1.9  million  tons  of  commodities. 

--  Section  416(b)  of  the  Agricultural  Act  of  1949,  which 
authorizes  donations  of  uncommitted  Commodity  Credit  Corporation 
(CCC)  stocks  to  assist  needy  people  overseas.   For  fiscal  1994, 
Section  416 (b)  programs  are  planned  with  governments  and  the 
World  Food  Program  with  over  15  countries  to  provide 
approximately  190,000  tons  of  commodities  valued  at  $135  million 
(including  transportation) . 

--  Food  for  Progress,  which  provides  commodities  to 
developing  countries  and  emerging  democracies  to  encourage 
democracy  and  private  enterprise,  including  agricultural  reform. 
Commodities  may  be  made  available  for  Food  for  Progress 
programming  through  the  use  of  P.L.  480,  Title  I  funds  or  Section 
416(b)  authority.   During  fiscal  1994,  we  currently  expect  to 
approve  Food  for  Progress  agreements  which  will  provide  about 
200,000  tons  of  U.S.  commodities  to  be  made  available  through 
Section  416(b)  authority.   The  total  value  of  the  commodity  and 
associated  transportation  assistance  is  expected  to  be 
approximately  $75  million,  which  will  be  made  available  primarily 
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to  countries  of  the  former  Soviet  Union  and  Eastern  Europe. 

Under  the  authority  of  the  three  food  aid  programs 
administered  by  USDA  that  I  just  mentioned,  the  U.S.  Government 
programmed  about  8  million  metric  tons  of  commodities  in  fiscal 
1993  with  a  commodity  value  of  $1.6  billion.   This  funding  level 
represented  an  historic  high,  reflecting  expansion  of  urgently 
needed  food  aid  to  the  former  Soviet  Union,  eastern  Europe  and 
Africa. 

To  illustrate  how  we  have  used  a  combination  of  our  programs 
to  maintain  a  strong  U.S.  presence  in  an  important  market,  let  me 
briefly  summarize  our  efforts  in  the  12  countries  that  once  were 
a  part  of  the  Soviet  Union.   Our  assistance  is  concentrated  in 
four  areas:   long-term  concessional  sales  to  meet  agricultural 
import  needs;  donations  to  meet  humanitarian  needs;  export  credit 
guarantees  to  facilitate  commercial  purchases  of  U.S. 
agricultural  commodities;  and  technical  help  with  the  development 
of  various  aspects  of  market -oriented  food  sectors  in  the 
economies. 

During  fiscal  1993,  USDA  used  its  donation  and  concessional 
sales  programs  to  provide  11  countries  of  the  former  Soviet  Union 
with  approximately  7  million  tons  of  commodities  valued  at  over 
$1.2  billion. 

The  export  credit  guarantee  program  with  the  former  Soviet 
Union  and  Russia  was  suspended  in  November  1992  because  of 
Russia's  failure  to  stay  current  on  Soviet  debt,  as  promised. 
The  United  States  has  agreed  to  reschedule  approximately  $1.4 
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billion  in  debts  owed  and  coming  due  to  the  Commodity  Credit 
Corporation  and  U.S.  banks  under  the  GSM- 102  programs.   CCC's 
current  exposure  under  these  programs  is  approximately  $3.7 
billion.   We  do  have  fiscal  1994  programs  with  Kazakhstan, 
Turkmenistan  and  Ukraine. 

Our  technical  assistance  efforts  in  the  former  Soviet  Union 
include  projects  to  demonstrate  farm  management  and  marketing 
practices  to  newly  privatized  farmers  in  Russia,  to  expand  the 
development  of  wholesale  markets  in  Russia,  and  to  help  Armenia 
develop  an  extension  service. 

ACROSS-THE-BOARD  ACTIVITIES 

FAS1  responsibility  to  represent  the  interests  of  U.S. 
farmers  overseas  is  at  the  core  of  our  mission.   FAS  maintains  75 
offices  overseas  to  fight  unfair  trade  practices,  improve  market 
access  for  U.S.  agricultural  exports,  carry  out  market 
development  activities,  and  provide  market  intelligence  and 
analysis  in  more  than  133  countries. 

This  field  force  is  at  the  heart  of  another  aspect  of  our 
agency  mission:   our  job  of  collecting,  analyzing,  and 
disseminating  information  to  government  policy  makers,  U.S. 
farmers  and  ranchers,  exporters  and  others  about  global  supply 
and  demand,  trade  trends,  and  emerging  market  opportunities. 
This  reporting  and  analysis  system  helps  USDA  make  sound  policy 
and  program  decisions  and  keeps  the  U.S.  agricultural  sector 
posted  on  global  supply,  demand  and  product  movement. 

We  continue  to  evaluate  our  reporting  requirements  to  ensure 
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that  we  are  collecting  information  to  best  help  the  Department 
and  American  agriculture  take  advantage  of  market  opportunities. 
For  example,  in  fiscal  1993  we  expanded  our  overseas  reporting  on 
several  high-value  items  in  the  horticultural  products  area, 
including  wine,  processed  sweet  corn  and  frozen  french  fries. 
These  products  have  recently  experienced  export  gains  and  offer 
prospects  for  future  growth.   The  new  reports  will  identify 
export  opportunities  for  U.S.  products  and  trade  distorting 
policies  that  constrain  U.S.  exports.   We  have  also  expanded 
reporting  requirements  for  forest  products  and  fish. 

Other  activities  that  involve  all  types  of  markets  are  in 
the  area  of  international  scientific  and  technical  cooperation. 
We  are  constantly  seeking  new  knowledge  and  technology  to  benefit 
the  United  States  and  cooperating  countries  through  research  on 
foou,  agriculture,  and  forestry.   We  coordinate  scientific  and 
technical  exchanges  with  many  countries,  particularly  China,  the 
former  Soviet  Union,  Bast  European  countries,  Ireland,  Venezuela, 
and  Mexico. 

We  also  continuously  monitor  the  activities  of  international 
organizations  concerned  with  food  and  agricultural  issues.   Our 
role  is  to  advance  U.S.  policy  views  and  protect  American 
agriculture. 

BUDGET  RBQUBST 

Mr.  Chairman,  as  you  can  see,  our  agenda  is  ambitious  in 
this  time  of  budget  constraints.   There  is  no  question  that 
today's  budget  environment  requires  us  to  prioritize  our 
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activities.   I  will  not  pretend  that  this  has  been  an  easy 
exercise;  however,  today's  climate  forces  us  to  make  difficult 
choices,  and  we  have  done  that  on  a  balanced  basis.   We  have 
reduced  total  agency  employment  by  5  percent;  taken  action  to 
close  three  overseas  offices  and  reduced  operating  costs  at  18 
others;  and  lowered  our  domestic  operating  costs  to  pre- 1990 
levels. 

Very  simply,  we  have  tried  to  make  sure  that  we  continue  to 
provide  minimum  but  adequate  funding  for  those  activities 
offering  the  biggest  potential  gains  for  U.S.  farmers.   That 
means  emphasizing  programs  that  foster  sales  in  middle- income  and 
developing  markets,  as  well  as  identifying  and  aggressively 
pursuing  opportunities  in  emerging  markets.   We  are  constantly 
evaluating  the  distribution  of  our  resources  worldwide  so  we  will 
be  able  to  concentrate  our  resources  where  opportunities  exist. 

The  aggregate  FAS  fiscal  1995  budget,  including  the  Office 
of  the  General  Sales  Manager,  requests  a  total  appropriated 
funding  level  of  $126.8  million,  and  proposes  several  major 
program  changes  from  fiscal  1994: 

The  budget  proposes  to  reduce  the  government's  contribution 
level  to  the  Foreign  Market  Development  Program  by  $10  million, 
or  approximately  one- third,  from  the  level  of  recent  years.   The 
reduction  in  the  Cooperator  Program,  along  with  the  reforms  to 
the  Market  Promotion  Program,  reflect  the  overall  re-direction  of 
our  trade  promotion  activities  to  encompass  support  from  the 
private  sector  and  toward  increased  trade  outreach,  servicing, 


354 


and  technical  assistance.   This  reflects  the  Administration's 
efforts  to  provide  more  effective  leverage  of  Federal  spending  on 
agricultural  export  promotion. 

The  budget  includes  a  request  for  $8.4  million  to  maintain 
the  Commodity  Credit  Corporation  (CCC)  computer  facility.   FAS 
assumed  full  responsibility  for  the  facility,  which  maintains  the 
agency's  foreign  agricultural  production  and  trade  database,  in 
fiscal  year  1994.   In  the  past,  the  facility  had  been  jointly 
operated  by  FAS  and  the  Agricultural  Stabilization  and 
Conservation  Service  and  funded  by  CCC.   Funding  for  the  annual 
operating  costs  is  now  requested  as  part  of  the  FAS 
appropriations . 

The  budget  proposes  several  administrative  adjustments, 
including  an  increase  of  $2.2  million  to  maintain  our  existing 
overseas  agricultural  counselor,  attache  and  trade  offices  near 
current  levels.   Additionally,  $733,000  is  requested  to  partially 
offset  anticipated  fiscal  1995  pay  costs  and  $565,000  to  offset 
domestic  inflation.   In  support  of  the  President's  executive 
order  to  reduce  employment  and  promote  the  efficient  use  of 
resources  for  administrative  purposes,  the  budget  proposes  a 
reduction  of  $2.3  million.   In  anticipation  of  this  reduction,  we 
have  taken  action  to  reduce  our  overseas  cost  exposure  still 
further  from  1994  by  better  targeting  our  resources  and  by 
closing  our  agricultural  trade  office  in  London  and  moving  other 
trade  offices  out  of  commercial  space  into  embassy  space  where 
possible. 
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For  the  export  credit  guarantee  programs,  the  budget 
proposes  a  total  program  level  of  $5.7  billion  which  is 
consistent  with  the  minimum  levels  established  in  the  1990  Farm 
Bill.   This  includes  $5  billion  for  the  GSM- 102  program  and  $500 
million  for  the  GSM- 103  program.   An  additional  $200  million  of 
credit  guarantees  is  expected  to  be  made  available  during  fiscal 
1995  to  promote  the  export  of  U.S.  agricultural  products  to 
emerging  democracies. 

For  the  P.L.  480  food  assistance  programs,  the  budget 
proposes  a  total  program  level  of  just  over  $1.3  billion.   This 
will  support  approximately  4.7  million  tons  of  commodity 
assistance  in  1995,  a  reduction  of  400,000  tons  from  the  current 
estimate  for  fiscal  1994.   This  reduced  level  results  from 
constraints  on  funding  for  U.S.  international  programs  and  the 
need  to  increase  expenditures  for  other  priority  activities. 

For  the  Market  Promotion  Program,  the  budget  proposes  a 
program  level  of  $75  million  for  fiscal  1995.   For  our  subsidy 
programs  the  budget  assumes  the  following  for  fiscal  1995:   EEP 
bonuses  totaling  up  to  $1.0  billion  will  be  awarded  (this  is 
unchanged  from  the  current  estimate  for  1994) ;  DEIP  will  continue 
near  the  current  level;  and  no  funding  will  be  made  available  as 
bonus  payments  under  SOAP  and  COAP  in  1995  and  that  all  export 
subsidies  for  U.S.  vegetable  oils  be  made  under  EEP. 

This  concludes  my  statement,  ..Mr .  Chairman.   I  will  be  glad 
to  answer  any  questions. 
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Foreign  Market  Development  Program 


The  following  is  a  list  of  U.S.  Private  Sector  Interests  participating  in  the  FAS  Foreign 
Market  Development  (FMD)  Program  and  amount  of  funds  received  in  FY  1993  and 
1994. 
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31-Mar-94 


FY93  AND  FY94  FMD  BUDGETS 


COOPERATOR 


American  Soybean  Association 

U.S.  Wheat  Associates 

U.S.  Feed  Grains  Council 

Amer.  Forest  &  Paper  Association 

U.S.  Meat  Export  Federation 

Cotton  Council  International 

USA  Rice  Council 

USA  Poultry  &  Egg 

National  Renderers  Association 

National  Peanut  Council 

U.S.  Livestock  Genetics  Export  Inc. 

National  Dairy  Board 

National  Sunflower  Association 

American  Horticultural  MC 

American  Seed  Trade  Association 

NASDA 

USA  Dry  Pea  &  Lentil 

Leather  Industries  Association 

National  Cottonseed  Producers 

American  Sheep  Industry 

WUSATA 

U.S.  Beef  Breeds  Council 

National  Dry  Bean  Council 

EUSAFEC 

MIATCO 

SUSTA 

National  Animal  Breeders 

National  Hay  Associates 

Protein  Grain  Products 

Papaya  Administrative  Commission 

National  Swine  Records 

U.S.  Hide,  Skin  &  Leather 

American  Quarter  Horse 

Millers  National  Federation 

Mohair  Council  of  America 

Western  Growers  Association 

Appaloosa  Horse  Club 

American  Embryo  Transfer 

California  Tree  Fruit 

Livestock  Exporters  Association 

Tobacco  Associates 

U.S.  Dairy  Genetics/Export  Inc. 


FY93 

FY94 

Approved  Budqet 

Base  Budqet 

7,466,091 

6,722,000 

7,396,898 

6,686,000 

6,691,162 

5,841 ,000 

2,840,964 

2,912,000 

2,006,446 

1,937,000 

1 ,863,000 

1,813,000 

1,946,500 

1 ,742,000 

1 ,720,545 

1 ,560,000 

1,096,383 

1,137,000 

473,718 

621 ,000 

0 

542,000 

399,600 

363,000 

301,150 

273,000 

245,000 

222,000 

235,600 

214,000 

204,955 

186,000 

176,700 

160,000 

174,700 

159,000 

154,955 

141,000 

167,099 

129,000 

205,050 

127,000 

116,830 

106,000 

102,000 

98,000 

87,500 

91 ,000 

98,700 

91 ,000 

100,000 

91,000 

90,000 

82,000 

49,975 

62,000 

53,430 

62,000 

63,360 

57,000 

52,475 

50,000 

44,000 

42,000 

25,450 

23,000 

21,400 

19,000 

21,000 

19,000 

0 

1 1 ,000 

9,951 

9,000 

16,666 

0 

445,919 

0 

18,500 

0 

149,000 

0 

525,000 

0 

37,857.672 

34,400,000 

TOTALS 
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MPP  U.S.  Company  Branded  Promotions 


The  following  is  a  list  of  U.S.  Private  Companies  or  Farmer  Cooperatives  and  their 
expenditures  under  the  Market  Promotion  Program  (MPP)  brand  promotion  activity  for 
FY  1992.   Final  tabulation  of  FY  1993  brand  activity  expenditures  are  still  being 
processed  pending  receipt  of  final  documentation  from  participants. 
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STATE  BRAND  COMPANIES  1992 


CA 

Sunkist 

$7,799,950.00 

CA 

Gallo 

$4,500,000.00 

CA 

Blue  Diamond 

$4,462,763.00 

CA 

Sunsweet 

$3,224,000.00 

CA 

Sun  Maid 

$2,441,350.00 

ID 

Pillsbury 

$1,878,000.00 

MA 

Welch's 

$1,205,400.00 

WA 

American  Legend 

$1,200,000.00 

AR 

Tyson  Foods 

$1,177,124.00 

KY 

Brown-Forman  Corporation 

$1,165,000.00 

CA 

Dole 

$980,000.00 

IL 

Jim  Bean  Brands 

$837,000.00 

CA 

Vintners  Int'l 

$810,850.00 

NJ 

M&M/Mars 

$785,115.00 

MA 

Ocean  Spray 

$784,000.00 

CA 

Dole 

$767,500.00 

NY 

North  American  Fur 

$740,000.00 

CA 

Heublein 

$731,505.00 

CA 

E  &  J  Gallo 

$690,000.00 

CA 

Seagrams 

$689,768.00 

PA 

Hershey  International 

$423,577.00 

TX 

Schenley  International 

$390,000.00 

CA 

Hansa  Pacific 

$380,000.00 

CA 

National 

$374,750.00 

CA 

Dole 

$362,000.00 

VA 

Rocco 

$355,964.00 

CA 

Sebastiani 

$350,000.00 

CA 

Mondavi 

$320,000.00 

NY 

Austin  Nichols  and  Company 

$300,000.00 

OR 

Agripac 

$296,500.00 

CA 

Valley  View 

$291,000.00 

CA 

Tri-Valley  Growers 

$290,375.00 

NY 

Interfrost 

$285,000.00 

CA 

Glen  Ellen 

$283,000.00 

MN 

General  Mills 

$250,000.00 

KY 

Heaven  Hill  Distilleries 

$220,000.00 

ME 

Decoster  Egg  Farms 

$218,808.00 

CA 

Hidden  Villa 

$218,808.00 

NY 

Joseph  E.  Seagram  &  Sons 

$217,000.00 

VA 

Rockingham 

$212,016.00 

TX 

Plantation  Foods 

$206,536.00 

NY 

Nestle  USA 

$202,194.00 

OH 

J.M.  Smucker 

$200,000.00 

OH 

IAS 

$200,000.00 

MN 

GVMF  Incorporated 

$200,000.00 

OH 

Campbell  Soup 

$200,000.00 

CA 

Golden  State  Vintners 

$200,000.00 

NE 

Conagra  FF 

$200,000.00 

NY 

Age  International 

$195,000.00 

LA 

Bruce  Foods 

$193,000.00 
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1992 

Ml 

Gerber 

$191,386.00 

NJ 

CPC 

$190,000.00 

CA 

Mariani 

$180,000.00 

TX 

ARI 

$180,000.00 

CA 

Del  Monte 

$170,000.00 

CA 

Foster  Farms 

$165,000.00 

KS 

Hill's  Pet 

$161,765.00 

CA 

Wente  Bros. 

$160,000.00 

CA 

Sun  World 

$160,000.00 

IL 

Swift  Eckrich 

$157,500.00 

AR 

Riceland 

$155,850.00 

FL 

Tropicana 

$155,132.00 

CA 

Delicato 

$150,000.00 

LA 

Mcilhenny  Co. 

$150,000.00 

WA 

Brown  Haley/Almond  Roca  Interne 

$150,000.00 

IL 

Tootsie  Roll  Industries 

$148,419.00 

Ml 

Hiram  Walker  &  Sons 

$145,000.00 

MO 

RCX  Holdings  Inc. 

$135,000.00 

OH 

Borden  International 

$134,526.00 

MN 

International  Packaging  Co. 

$133,000.00 

OR 

Norpac 

$131,000.00 

CA 

Lion 

$130,650.00 

FL 

DNE 

$130,502.00 

TX 

Bellinger 

$130,000.00 

TX 

Campbell  Soup 

$130,000.00 

CA 

Hunt-Wesson 

$130,000.00 

CA 

Longmont  Foods 

$127,312.00 

CA 

Wine  World  (Beringer) 

$125,000.00 

CA 

Guild 

$123,000.00 

MD 

G.  Heileman 

$120,000.00 

LA 

Crown  Products 

$118,000.00 

MO 

Petrofsky's 

$116,744.00 

NC 

Goodmark 

$116,000.00 

WA/OR/ID/IL 

Del  Monte 

$109,500.00 

MO 

Pet,  Inc. 

$103,568.00 

CA 

Mayfair 

$103,000.00 

MN 

Pillsbury 

$102,141.00 

MD 

Sunmark  International 

$101,542.00 

CA 

Dole 

$100,000.00 

TX 

Bnce  Foods 

$100,000.00 

CA 

Hansa  Pacific 

$99,000.00 

WA 

Roman  Meal 

$99,000.00 

NM 

Pet,  Inc. 

$99,000.00 

CA 

Dreyers  Grand  Ice  Cream 

$99,000.00 

WA 

Tree  Top 

$99,000.00 

CO 

Ralston  Purina 

$99,000.00 

CA 

Genuardi  Farms 

$99,000.00 

WA 

Cascadian  Farm 

$99,000.00 

CA 

KalKan 

$99,000.00 

PR 

H.D.C. 

$97,500.00 

CA 

Diamond 

$95,000.00 

CA 

Horizon 

$95,000.00 
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1992 

ID/WA/OR 

Lamb  Wesson 

$95,000.00 

NC 

Gerber 

$95,000.00 

MS 

Delta  Pride 

$95,000.00 

CA 

Weibel 

$95,000.00 

CA 

Fetzer 

$90,000.00 

10 

Basic  American 

$90,000.00 

CA 

Sequoia 

$90,000.00 

HI 

Hawaiian  Sun 

$89,000.00 

PR 

Nipuspan 

$85,000.00 

WA 

American  Wine  Trade 

$85,000.00 

FL 

Winter  Garden 

$84,174.00 

TN 

Fast  Food  Merchandizes 

$82,500.00 

OH 

The  lams  Company 

$80,000.00 

CA 

Wine  Group 

$80,000.00 

IL 

Vienna  Sausage 

$80,000.00 

PR 

Fruits  International 

$80,000.00 

WA 

Welch's 

$79,000.00 

CA 

Campbells  Soup  Company 

$79,000.00 

CA 

Fresh  Western  Marketing 

$79,000.00 

CA 

Otis  McAllister 

$79,000.00 

CA 

Basic  American  Foods 

$79,000.00 

NM 

Bruce  Foods 

$79,000.00 

FL 

Juice  Bowl 

$77,668.00 

CA 

California  Winery 

$75,145.00 

CA 

Guglielmo  (Emilio) 

$75,000.00 

IL 

Marbo  Incorporated 

$75,000.00 

TX 

Pace  Foods 

$75,000.00 

AR 

TCBY 

$75,000.00 

AZ 

La  Corona  Foods 

$75,000.00 

ID/WA/OR 

J.R.  Simplot 

$75,000.00 

CA 

Mirassou 

$72,710.00 

Wl 

American  Foods 

$70,250.00 

TX 

Pet  Inc. 

$70,000.00 

NC 

Miller  Beer 

$70,000.00 

Wl 

Beatreme-Kerry  Ingredients 

$70,000.00 

IL 

Vienna  Beef 

$68,500.00 

IL 

Quaker  Oats 

$68,169.00 

CA 

Hughson  Nut 

$68,082.00 

UT 

Cookietree  Bakeries 

$68,000.00 

CA 

Racke  USA 

$67,000.00 

OR 

Clear  Creek  Distillery 

$66,500.00 

MO 

Ralston 

$66,109.00 

IL 

Beatrice 

$65,500.00 

TN 

Coffee  Connexion 

$65,000.00 

CA 

Cuvaison 

$65,000.00 

CA 

Del  Ray 

$65,000.00 

VA 

Khoury  Assoc.  Int'l 

$65,000.00 

LA 

La  Premium  Seafoods 

$65,000.00 

CA 

Sutter  Home 

$60,600.00 

ID/WA/OR 

Universal 

$60,500.00 

Ml 

Bil  Mar  Foods 

$60,000.00 

CA 

Hansen  Beverage 

$59,000.00 
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HI 

Mac  Farms  of  Hawaii 

CA 

Nissin  Foods 

WA 

Phoenix  Marketing 

MT 

Montana  Naturals 

IL 

Bunge  Foods 

WA 

Stimson  Lane 

FL 

IMG 

CA 

Herman  Goelitz  Candy  Company 

MO 

Protein  Tech 

MD 

Mecca 

NC 

Seneca 

LA 

Brown's  Velvet 

FL 

J.R.  Brooks 

NC 

Lance 

FL 

Intermares  Group  Inc. 

TX 

Blue  Bell  Creameries 

CT 

Motts 

CA 

Korbel 

NY 

United  Apple  Sales 

WA 

Liberty  Orchards 

CO 

Grt  Wstn  Tortilla 

NJ 

Internat'l  American  Supermarkets 

NJ 

Burns  and  Ricker 

NJ 

Haagen-Dazs 

NJ 

Campbell  Soup 

ND 

Sigco  Sun 

NJ 

RW  Frookies 

LA 

Cargill 

ID/WA/OR 

Sky  International 

PR 

Escogido 

CA 

Shoei  Foods 

LA 

WM  B.  Reily 

NY 

Ontario  International 

MN 

Continental  Packaging  Co 

MA 

J. P.  Sullivan 

NY 

Minkowitz  Services 

CA 

LoBue 

MN 

Marigold  Foods 

IN 

Weaver  Popcorn 

PR 

Yauco  Selecto 

MN 

Stars  Beverage  Company 

ID 

J.R.  Simplot 

AZ 

Country  Estate  Pecans 

CA 

Lawrence  (B.M.)  &  Co. 

OR 

Norpac 

KS 

Excel 

CA 

Foppiano 

OH 

Export  Trade 

Ml 

Honee  Bear 

IA 

American  Popcorn 

FL 

Seald-Sweet 

OH 

John  Morrell 

1992 
$59,000.00 
$59,000.00 
$59,000.00 
$57,000.00 
$56,000.00 
$56,000.00 
$55,641.00 
$55,500.00 
$55,167.00 
$55,000.00 
$55,000.00 
$55,000.00 
$55,000.00 
$55,000.00 
$55,000.00 
$55,000.00 
$55,000.00 
$55,000.00 
$55,000.00 
$55,000.00 
$53,000.00 
$52,000.00 
$52,000.00 
$52,000.00 
$52,000.00 
$51,627.00 
$51,500.00 
$50,000.00 
$50,000.00 
$50,000.00 
$50,000.00 
$50,000.00 
$50,000.00 
$50,000.00 
$50,000.00 
$50,000.00 
$50,000.00 
$50,000.00 
$50,000.00 
$50,000.00 
$50,000.00 
$48,500.00 
$48,000.00 
$47,000.00 
$46,000.00 
$45,000.00 
$45,000.00 
$45,000.00 
$45,000.00 
$44,872.00 
$44,759.00 
$44,750.00 
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OK 

Wilson  Foods 

$44,000.00 

PA 

R.M.  Palmer 

$43,500.00 

WA 

Sunridge  Foods,  Inc. 

$43,000.00 

CA 

Mayfair 

$43,000.00 

ID/WA/OR 

Pacific  Sales 

$42,500.00 

CA 

Enoch 

$42,250.00 

NJ 

CPC/Best  Foods 

$42,000.00 

GA 

Am  Tanning  &  Leather 

$41,500.00 

CO 

Duffy  Co 

$41,000.00 

CA 

Kashi 

$41,000.00 

CO 

Columbine  Specialty 

$41,000.00 

Wl 

1MB 

$40,532.00 

TX 

Richland  Beverage 

$40,000.00 

CA 

Fleming  Foods 

$40,000.00 

ID 

Moyle  Mink 

$40,000.00 

NM 

Domaine  Cheurlin 

$40,000.00 

FL 

Jacque  Bobbe 

$40,000.00 

CA 

S&W  Foods 

$40,000.00 

NC 

Simply  Delicious 

$40,000.00 

IL 

Upper  Crest  Int'l 

$39,875.00 

KY 

Torbitt  &  Castleman 

$39,000.00 

CA 

Franciscan 

$38,000.00 

NJ 

Frontier  Beef 

$37,500.00 

CA 

Ben  Myerson  Candy  Company 

$37,500.00 

PA 

Empire  Kosher 

$37,500.00 

CA 

World  Wide  Sires  Inc. 

$37,459.00 

IL 

Keebler  Co 

$37,021.00 

CA 

Trader  Vic's 

$37,000.00 

TX 

Double  "B" 

$37,000.00 

TX 

Dallas  Crown 

$36,000.00 

PA 

Goldenberg  Candy  Company 

$35,000.00 

CA 

Freixenet 

$35,000.00 

OH 

Borden 

$35,000.00 

LA 

Alimentco 

$35,000.00 

CA 

Scharfenberger 

$35,000.00 

CA 

Giumarra 

$34,725.00 

IA 

Sioux  Honey  Association 

$34,375.00 

FL 

Inter-Floridana 

$34,009.00 

LA 

Crystal 

$33,750.00 

NJ 

Warner-Lambert  Company 

$33,500.00 

NY 

Ralston  Purina     . 

$32,500.00 

GA 

Supplies  &  Mktg.  Int'l  Inc. 

$32,500.00 

NY 

Rich  Products 

$32,500.00 

CO 

Monfort 

$31,000.00 

ID 

Litehouse,  Inc. 

$31,000.00 

CA 

Domaine  Chandon 

$30,000.00 

CA 

Harris  Ranch 

$30,000.00 

PA 

Pierce  Foods 

$30,000.00 

OH 

Pierre  Frozen  Foods 

$30,000.00 

IN 

Ramsey  Popcorn 

$30,000.00 

PR 

Golden  Fruit  Co.,  Inc. 

$30,000.00 

MT 

Stonehouse  Food  Corp 

$30,000.00 
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CA 

Ariel 

$30,000.00 

SC 

Young  Pecan 

$30,000.00 

CA 

Triad 

$29,433.00 

WA 

Washington  Beef 

$29,150.00 

CA 

Boboli 

$28,562.00 

CA 

Shenson 

$28,000.00 

CA 

Swanson 

$28,000.00 

CA 

GVGP  Corp  of  California 

$28,000.00 

PA 

Capital  Pet  Foods 

$28,000.00 

FL 

DLF 

$27,612.00 

FL 

DLF  International 

$27,612.00 

CA 

Rutherford  Hill 

$27,600.00 

FL 

Sunpure 

$27,445.00 

PA 

JDM  Commodities 

$27,000.00 

FL 

Florida-European 

$27,000.00 

LA 

Magic  Seasoning 

$26,250.00 

NY 

Royal  Kedem  Wines 

$26,000.00 

WA 

Int'l  Mkt  Brands 

$26,000.00 

CA 

Trefethen 

$25,500.00 

MN 

Hormel  International 

$25,321.00 

CA 

DiMare 

$25,050.00 

CA 

Kenwood 

$25,000.00 

KY 

Algood 

$25,000.00 

CA 

Chateau  St.  Jean 

$25,000.00 

NY 

Export  Trade  of  America 

$25,000.00 

PA 

International  Market  Brands 

$25,000.00 

MD 

Global  Ent. 

$25,000.00 

NH 

Biosan 

$25,000.00 

LA 

Sazerac  Company 

$25,000.00 

NJ 

Reese  Finer  Foods 

$25,000.00 

NJ 

Pet,  Inc. 

$25,000.00 

NY 

The  Wine  Group 

$25,000.00 

Wl 

Int'l  American  Supermkt.  Corp. 

$25,000.00 

IL 

TKI 

$25,000.00 

CA 

Fleming 

$25,000.00 

PA 

Bongrain  Cheese 

$25,000.00 

OH 

Hilshire  Farms 

$25,000.00 

OR 

Hoody 

$25,000.00 

NE 

Morrison  Farms 

$24,391.00 

FL 

Citrus  Country 

$24,118.00 

OR 

Steinfeld's 

$24,000.00 

CA 

Garden  of  Eatin' 

$23,100.00 

TX 

Great  San  Saba 

$23,000.00 

LA 

Fairco 

$23,000.00 

WA 

Pacific  Sales 

$23,000.00 

WA 

Pacific  Sales 

$23,000.00 

PR 

Casera  Foods 

$22,500.00 

CA 

Chiquita  Brand 

$22,500.00 

ID 

Magic  Valley 

$22,500.00 

CA 

Guenoc 

$22,000.00 

IL 

Little  Lady  Foods 

$21,621.00 

MD 

Baltimore  Pizza 

$21,500.00 

365 


STATE 

BRAND  COMPANIES 

1992 

OR 

Valley  View  Winery 

$21,000.00 

WA 

Circle  Sea  Seafoods 

$21,000.00 

CO 

Gerber 

$21,000.00 

MA 

New  England  Clam  Corporation 

$21,000.00 

CA 

Concannon 

$20,000.00 

UT 

E.A.  Miller 

$20,000.00 

CA 

Tradit'l  Medicinals 

$20,000.00 

NY 

Five  Star  Apples 

$20,000.00 

GA 

Nut  Tree  Pecan 

$20,000.00 

PA 

Keystone  Food  Products 

$20,000.00 

CA 

St.  Supery 

$20,000.00 

NY 

Bascom  Corporation 

$20,000.00 

CA 

Earthrise  Trading  Co. 

$20,000.00 

CA 

Basic  Vegetable  Products 

$20,000.00 

ID 

Gering  &  Son 

$20,000.00 

MD 

John  T.  Handy 

$20,000.00 

CA 

Geyser  Peak 

$20,000.00 

CA 

Wild  Rice  Exchange 

$20,000.00 

MO 

Farmland 

$19,850.00 

CA 

Victor 

$19,500.00 

Wl 

American  Breeders  Service 

$19,157.00 

GA 

Bascom 

$19,000.00 

WA 

Tagaris  Winery 

$19,000.00 

CA 

Casa  De  Fruta 

$19,000.00 

MN 

Florhaug  &  Assoc 

$18,727.00 

FL 

Ocean  Spray 

$18,431.00 

FL 

Caulkins 

$18,066.00 

WA 

Staton  Hills 

$18,000.00 

ID 

Rangen,  Inc. 

$18,000.00 

NY 

Brooklyn  Brewery 

$18,000.00 

FL 

Duda 

$17,687.00 

ID/WA/OR 

Viking/Golden  VY 

$17,500.00 

OH 

Certified  Angus  BF 

$17,250.00 

CA 

Lindsay  Int'l 

$17,000.00 

WA 

Chukar  Cherry 

$17,000.00 

TX 

L.  A.  Teste  Service 

$17,000.00 

Ml 

Purity  Foods 

$16,712.00 

NM 

Blue  Sky  Natural 

$16,500.00 

CA 

Schramsberg 

$15,750.00 

CA 

Cakebread  Cellars 

$15,650.00 

SC 

International  Ind. 

$15,600.00 

IA 

Well's  Dairy 

$15,339.00 

FL 

Rose  Packing 

$15,250.00 

VA 

Basco 

$15,000.00 

ID/WA/OR 

Spada  Enterprise 

$15,000.00 

CA 

Woltner  Estates 

$15,000.00 

MD 

Morley  Candy  Makers 

$15,000.00 

ID/WA/OR 

Norpac 

$15,000.00 

MD 

Int'l  Bridge 

$15,000.00 

NE 

Conagra 

$15,000.00 

Wl 

Welcome  Dairy 

$14,850.00 

CA 

Landmark  Genetics 

$14,070.00 
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PA 

Federated  Genetics 

$14,000.00 

CA 

Gundlach-Bunschu 

$14,000.00 

NY 

Adirondack  Maple  Company 

$14,000.00 

CA 

G.F.  Export  (Granny  Goose) 

$14,000.00 

IL 

Barton  Brands 

$13,000.00 

ND 

Red  River  Commodts 

$13,000.00 

CA 

Caruthers 

$13,000.00 

Wl 

Cumberland  Pckg 

$12,534.00 

CA 

Parducci 

$12,500.00 

CA 

Clos  du  Val 

$12,500.00 

MO 

Custom  Industries 

$12,426.00 

FL 

Dole 

$12,092.00 

OH 

Select  Sires 

$12,023.00 

OR 

Poppers  Supply 

$12,000.00 

TX 

Century  Harvest 

$12,000.00 

ID 

Symms  Fruit  Ranch 

$12,000.00 

TX 

Spanish  American  Trading 

$12,000.00 

CA 

Kendall-Jackson 

$11,800.00 

CA 

Simi 

$11,750.00 

FL 

Fresh  Citrus  Sales 

$11,693.00 

WA 

Hogue 

$11,500.00 

MA 

New  England  Natural  Bakers 

$11,500.00 

MD 

Quandt  Enterprises 

$11,000.00 

WA 

Nalley's 

$11,000.00 

TX 

The  Sweet  Shop  USA 

$10,800.00 

CA 

Dry  Creek 

$10,750.00 

OH 

Hunt-Wesson  International 

$10,558.00 

CA 

Grand  Cru 

$10,400.00 

WA 

Northwest  Packing 

$10,125.00 

CA 

St.  Francis 

$10,000.00 

CT 

Desserts  by  David  Glass 

$10,000.00 

CO 

Colorado  Cellars 

$10,000.00 

NY 

Global  Export  Marketing 

$10,000.00 

MD 

Lee's  Homemade  Ice  Cream 

$10,000.00 

CA 

Yasutomo  &  Co 

$10,000.00 

TX 

WEBCO 

$10,000.00 

IL 

La  Preferida 

$9,945.00 

PA 

Sire  Power 

$9,921.00 

NE 

US  Mills 

$9,844.00 

CA 

Lohr,  J. 

$9,625.00 

MN 

Pampered  Pets  Cuisine  Ltd. 

$9,016.00 

PR 

WM.  Mattei 

$9,000.00 

CA 

Sierra  Hills  Packing 

$8,875.00 

Wl 

Jones  Dairy 

$8,500.00 

TX 

Tri  City  Sales 

$8,000.00 

CA 

Wheeler  (William) 

$8,000.00 

NC 

Home  Ind 

$8,000.00 

CA 

De  Loach 

$8,000.00 

CA 

Saintsbury 

$8,000.00 

LA 

Bernard  Foods 

$8,000.00 

CA 

Vinformation  (Moutain  View) 

$8,000.00 

CA 

Ferrari-Carano 

$8,000.00 

367 


STATE 

BRAND  COMPANIES 

1992 

AZ 

Deprez  Enterprises 

$8,000.00 

MS 

American  Poultry  International 

$7,500.00 

10 

Agri-Beef 

$7,500.00 

VT 

Maple  Grove  Farms 

$7,500.00 

FL 

Golden  Gem 

$7,293.00 

FL 

Indian  River  Foods 

$7,293.00 

OR 

Hoyt  (Jay),  Inc. 

$7,000.00 

MD 

MD  Gourmet  Foods 

$7,000.00 

WA 

Maury  Island 

$7,000.00 

GA 

Helen's  Tropical 

$7,000.00 

FL 

Plenty 

$6,541.00 

CA 

Schug 

$6,500.00 

CA 

Iron  Horse 

$6,500.00 

CA 

Far  Niente 

$6,500.00 

CA 

Freemark  Abbey 

$6,250.00 

MN 

Food  Producers  International 

$6,127.00 

CA 

Chalone 

$6,000.00 

CA 

McDowell  Valley 

$6,000.00 

MN 

Cornerstone  International 

$5,990.00 

WA 

Arbor  Crest 

$5,625.00 

CA 

Carneros  Creek 

$5,500.00 

CA 

Escalon 

$5,500.00 

CA 

Renaissance 

•      $5,500.00 

FL 

Albertsons 

$5,467.00 

IL 

Sahagian  &  Assoc 

$5,169.00 

FL 

GPI 

$5,000.00 

OR 

Vin  Northwest 

$5,000.00 

AZ 

Black  Mountain  Brewing  Co. 

$5,000.00 

NJ 

Alpine  Lace 

$5,000.00 

LA 

Piazza 

$5,000.00 

CA 

Frog's  Leap 

$5,000.00 

CA 

Shafer 

$5,000.00 

OR 

Chateau  Benoit 

$5,000.00 

VT 

Food  2000 

$4,843.00 

FL 

Riverside 

$4,682.00 

MN 

Anacon 

$4,614.00 

OH 

NOBA 

$4,500.00 

CA 

Phelps  (Joseph) 

$4,500.00 

IA 

AMPC 

$4,373.00 

OR 

Oregon  Cherry  Growers 

$4,000.00 

CA 

San  Antonio 

$4,000.00 

TX 

Big  Tex  Grain 

$4,000.00 

ID 

Ste.  Chapelle 

$4,000.00 

Wl 

Tri-State  Breeders 

$3,840.00 

Wl 

21st  Century  Genetics 

$3,777.00 

WA 

Hoodsport  Winery 

$3,500.00 

CA 

Lytton  Springs 

$3,160.00 

IL 

Suter  Co,  Inc. 

$3,109.00 

PA 

HJ  Heinz 

$3,000.00 

CA 

Martin  Bros. 

$3,000.00 

CA 

Arciero 

$3,000.00 

CA 

Hacienda 

$3,000.00 
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CA  Tribaut  Devaury  $3,000.00 

CA  Alexander  Valley  $3,000.00 

CA  Firestone  $3,000.00 

CA  Culbertson  $3,000.00 

CA  Ravenswood  $3,000.00 

CO  White  Wave  $3,000.00 

FL  Silver  Spring  $2,842.00 

CA  Laurel  Glen  $2,700.00 

MO  International  Dehydrated  Foods  $2,652.00 

VT  Miguels  $2,550.00 

CA  Matanzas  Creek  $2,500.00 

ID  Weston  Winery  $2,500.00 

MD  H.R.  Nicholson  $2,400.00 

WA  Fine  Foods  Northwest  $2,200.00 

NJ  Frontier  $2,000.00 

AZ  Semkin  International  $2,000.00 

CA  Seghesio  $2,000.00 

NC  Carolina  Classics  $2,000.00 

NE  Beef  America  $2,000.00 

FL  Dearhardt  $1,804.00 

CA  Quady  $1,800.00 

IL  Rubschlager  Baking  $1,770.00 

CA  Preston  $1,750.00 

CA  Bonny  Doon  $1,600.00 

CA  Grgich  Hills  $1,500.00 

CA  Bargetto  $1,500.00 

CA  St.  George  Spirits  $1,500.00 

CA  BSRM  (St.  Zellerbach)  $1,500.00 

PA  Colonial  $1,350.00 

FL  Citrus  World  $1,292.00 

CA  Calera  $1,200.00 

NY  Smith  Packing  $1,150.00 

IL  ReimannFood  $1,000.00 

CA  Hess  Collection  $600.00 

FL  Orange-Co  $545.00 
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Additional  FAS  Programs  and  Services  Made  Available  to  the  U.S.  Private  Sector 

In  addition  to  the  major  export  programs  -  EEP,  GSM  102  and  103,  FMD,  MPP  ~  FAS 
also  offers  a  number  of  other  services  to  U.S.  companies  to  assist  them  in  their  efforts  to 
export  U.S.  agricultural  products. 

Market  Information  Services:  The  broadest  service  we  provide,  in  terms  of  the  number 
of  U.S.  recipients,  is  our  market  information  dissemination  activities.   In  order  to  provide 
U.S.  farmers  and  traders  with  timely  information  on  world  agricultural  production  and 
trade,  FAS  maintains  a  worldwide  agricultural  intelligence  and  reporting  system  through 
its  Agricultural  Attache  service.  The  Agricultural  Attache  service  consists  of  a  team  of 
U.S.  professional  agriculturalists,  posted  at  about  68  American  embassies  and  consulates 
around  the  world.  The  Agricultural  Attaches'  areas  of  responsibility  encompass  more 
than  130  countries. 

The  FAS  offices  overseas  serve  as  the  nucleus  of  a  reporting  network  that  collects, 
analyzes,  and  disseminates  information  on  the  production,  supply,  trade,  and  outlook  for 
crops  and  livestock  for  the  countries  that  produce  virtually  all  of  the  world's  food  supply. 

FAS  commodity  experts  and  economists  in  Washington  analyze  these  reports,  combining 
them  with  accumulated  background  information  and  expertise.   Our  traditional  analytical 
and  reporting  function  is  supplemented  by  the  crop  condition  assessment  system.  This 
system  uses  advanced  analytical  methods,  remote  sensing,  and  modern  data  processing 
technology  to  analyze  Landsat  satellite  data,  weather,  and  other  information.   It  provides 
commodity  analysts  with  timely  information  on  the  existence,  severity,  extent,  and 
probable  impact  of  weather-related  events  on  foreign  crop  production. 

From  the  information  provided  by  all  sources,  FAS  issues  periodic  reports  on  a 
commodity-by-commodity  basis  to  an  extensive  mailing  list  of  U.S  companies  and 
information  multipliers,  as  well  as  electronic  bulletin  boards,  providing  a  global  picture 
of  production,  consumption,  and  markets  for  most  U.S.  agricultural  commodities. 

Seminars  for  Small  &  Economically  Disadvantaged  Businesses.   During  FY  1993,  using 
MPP  funds  provided  by  FAS,  the  State  Regional  Trade  Groups  (SRTG)  conducted  over 
25  educational  seminars  targeting  small  and  economically  disadvantaged  businesses. 
The  purpose  of  the  on-going  seminar  series  is  to  ensure  that  all  potential  businesses  have 
an  opportunity  to  participate  and  benefit  from  international  marketing  opportunities. 
The  seminars  have  reached  over  500  businesses  in  over  20  states,  with  more  seminars  yet 
to  be  conducted  in  FY  1994.   In  comparison,  similar  SRTG  conducted  seminars  in 
FY  1992  reached  approximately  1,329  people  from  44  states.  Fifty-five  of  the  companies 
that  attended  the  seminars  in  FY  1993  ended  up  as  new  applicants  for  the  1993  MPP 
branded  program. 

Trade  Leads.  The  Trade  Leads  Program  plays  a  particularly  important  role  in  helping 
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small  companies  without  large  international  marketing  staffs  enter  export  markets.   In 
FY  1993,  62  FAS  overseas  posts  submitted  a  total  of  3,990  Trade  Leads,  which  was  an 
increase  of  nearly  14  percent  from  the  FY  1992  level.  These  Trade  Leads,  which  are 
distributed  to  electronic  bulletin  boards  and  the  business  media,  reach  thousands  of  U.S. 
companies  and  have  generated  confirmed  sales  of  over  $250  million. 

Trade  Shows.   At  shows  in  Germany,  Taiwan,  the  Arabian  Gulf  and  Mexico,  FAS 
supported  the  marketing  efforts  of  380  U.S.  exporters  promoting  over  2,000  new-to- 
market  food  and  beverage  products  in  1993.  The  U.S.  exhibitors  reported  making  over 
5,100  promising  trade  contacts,  an  average  of  13  contacts  per  show  per  exhibitor.  They 
estimated  that  new  exports  would  total  $70  million  as  a  result  of  the  shows.     The  list  of 
U.S.  companies  participating  in  these  trade  shows  follows. 
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ANUGA  '93 

A.L.  Schutzman  Company,  Milwaukee,  WI 

A-Maize-ing  Corn  Products  (Blue  Farm) 

Wisconsin  Dept.  of  Agriculture  Janesville,  WI 

A-Z  Corporation  London,  UK 

A&D  Christopher  Ranch,  Gilroy,  CA 

Agway,  Grandin,  ND 

Alaska  Seafood  Marketing  Institute,  Seattle,  WA 

All  Stars  Foods,  Inc.  Schaumburg,  IL 

Allied  Old  English,  Inc.,  Port  Reading,  NJ 

Alpine  Lace  Brands,  Inc./MCT,  Inc.,  Maplewood,  NJ 

American  Ag-Tec  International,  Ltd  ,  Del  a  van,  WI 

American  Products  Int'l  Harrisburg,  PA 

American  Poultry  International 

USAPEEC  Jackson,  MS 

American  Foods  Group  Green  Bay,  WI 

American  Rice,  Inc.  Houston,  Texas 

American  Specialty  Foods,  Fargo,  ND 

American  Pop  Corn  Company,  Inc.,  Sioux  City,  IA 

Apex  International,  Jacksonville,  FL 

Ariel  Vineyards,  Napa,  CA 

Asparagus  U.S.A.  Stockton,  CA 

Atlantic  Coast  Fisheries  Corp., New  Bedford,  MA 

Azteca  Food,  Inc.,  Chicago,  IL 

Barton  Beers,  Ltd.,  Chicago,  IL 

Beaver  Street  Fisheries  Jacksonville,  FL 

Best  Foods  Exports  Englewood  Cliffs,  NJ 

Bil  Mar  Foods,  Inc. 

Bronco  Wine  Company,  Ceres,  CA 

Bruce  Foods  Corporation 

Buffalo  Bill's  Snack  Foods,  Limited  Denver,  CO 

Bunge  Foods 

Cabana  Foods,  Inc.-  Euro- Asia  Detroit,  MI 

Cafe"  Extrafino-Advantage  Food  Marketing,  Roslyn  Heights,  NY 

California  Raisin  Advisory  Board  Washington,  DC 

California  Independent  Almond  Growers  Ballico,  CA 

California's  Natural  Choice  and  Hawaiian  Tropicals 

c/o  Asean  Pacific  Beverages  Honolulu,  HI 

California's  Natural  Choice  Corp. 

Carolina's  Best  Golden  Popcorn,    Albemarle,  NC 

Casa  de  Fruta  of  California  Hollister,  CA 

Chef  Paul  Prudhomme's  Magic  Seasoning  Blends,  Harahan,  LA 

Citrus  International  Winter  Park,  FL 

Congara,    Minneapolis,  MN 

Corbin  Foods-Edibowls,  Costa  Mesa,  CA 

Crane  Walnut  a  Division  of  John  B.  Sanfilippo  &  Son,  Inc.,  Elk  Grove,  IL 

Crown  Products  Metairie,  LA 

Crystal  International  Corporation  New  Orleans,  LA 

Cumberland  Packing  Corporation  Brooklyn,  NY 

Cuvaison,  Inc.,  Calistoga,  CA 

Danny  and  Sons,    Baltimore,  MD 
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Deans  Foods  Company,   Franklin  Park,  IL 

Dolefam  Corporation,  Arlington,  VA 

Duo  Delights,   Midland,  TX 

E&J  Gallo  Winery 

East  Coast  Seafood,  Inc.,  Lynn,  MA 

Eddyleon  Chocolate  Company,  Moosic,  PA 

Euro-Asia  Group  (USA),  Inc. 

F.  Korbel  &  Bros.  .Guerneville,  CA 

Fairco,  Inc.  New  Orleans,  LA 

Fetzer  Vineyards,  West  Nyack,  NY 

Fieldale  Corporation,  Baldwin,  GA 

Fleming  International,  Ltd. 

Florida  Dept.  of  Citrus,  Lakeland,  FL 

Florida  Distillers  Company, West  Palm  Beach,  FL 

Food  Institute  Fair  Lawn,  NJ 

Freemark  Abbey,  St.  Helena,  CA 

Fresh  Exports  of  Hawaii,  Honolulu,  HI 

Fresh  Foods  Hawaii,  Honolulu,  HI 

Friday  Canning  Corporation,  New  Richmond,  WI 

Frontier  Beef  Company,  Pennsauken,  NJ 

Furman  Foods,  Inc.,  Northumberland,  PA 

Galaxy  Foods  Company,    Orlando,  FL 

Gardetto's,  Milwaukee,  WI 

Global  Export  Marketing  Co,  Ltd.  New  York,  NY 

Gloria  Ferrer  Caves,  Sonoma,  CA 

Gold  Kist,  Inc.,    Atlanta,  GA 

Golden  West  Nuts,  Inc.,    Ripon,  CA 

Golden  Valley  Microwave  Foods,  Inc.  Edina,  MN 

Gourmet  House  Div.  of  Busch  Agricultural  Resources,  Inc.  Grand  Rapids,  MN 

Great  Springwaters  Of  America.Greenwich,  CT 

Greenwell  Farms,  Morganfield,  KY 

Guenoc  Winery,  Middletown,  CA 

H.P.  Schmid  Inc.  San  Francisco,  CA 

Hawaii  Euro  Trading  Company,  Kailua,  HI 

Hawaii  Fruit  Company,  Kailua,  HI 

Hawaii  Seafood  Distributor,  Kailua,  HI 

Hawaii-chi  Trading  Company,    Honolulu,  HI 

Hawaiian  Host,  Inc.,  Honolulu,  HI 

Hudson  Foods,  Inc.,    Rogers,  AR 

I  Can't  Believe  It's  Yogurt  Dallas,  TX 

IFGP,  Inc.,  Richmond,  CA 

Inter-Floridana,  Inc.,  Casselberry,  FL 

Interbrands  Corporation  Los  Angeles,  CA 

International  Fine  Foods,  Inc.,    Sturgeon  Bay,  WI 

International  American  Supermarkets  Corp.,  Piscataway,  NJ 

J.  Lohr  Winery,  San  Jose,  CA 

Jack  &  Jill  Ice  Cream  Company /Puffin,  Bensalem,  PA 

JDM  Commodities,  Berwyn,  PA 

Jekel  Vineyards,    Greenfield,  CA 

Jel  Sert  Company,  West  Chicago,  IL 

John  Wagner  &  Sons,  Inc.,  Ivy  land,  PA 

Jolt  Company,  Inc.  Rochester,  NY 

K  &  L  Associates  Deerfield,  IL 

Kashi  Company,  La  Jolla,  CA 


373 


Kautz  Ironstone  Vineyards,  Lodi,  CA 

Kroger  Company  Vero  Beach,  Florida 

Lance  ,  Charlotte,   NC 

Lund's  Fisheries,  Inc.,  Cape  May,  NJ 

Maple  Grove  Farms  of  Vermont,  Inc.  St.  Johnsbury,  VT 

Mendonca's  of  Hawaii,    Aiea,  Hawaii 

Merkt's  Cheese  Company,  Inc.    Bristol,  WI 

Minn-Dak  Growers  Ltd.,  Grand  Forks,  ND 

Monfort,  Inc.,    Greeley,  CO 

Morrison  Farms  Popcorn  Clearwater,  NE 

Navarro  Pecan,  Corsicana,  TX 

New  England  Maple  Export  Company,  Northboro,  MA 

NOH  Foods  of  Hawaii,  Torrace,  CA 

North  American  Bison,  New  Rockford,  ND 

Northeast  U.S.A.  Fish  &  Seafood,  Wakefield,  RI 

Nunes  Company  Salinas,  CA 

Ocean  Spray  Cranberries,  Inc.,  Lakeville-Middleboro,  MA 

Pepper  House  International,   City  of  Industry,  CA 

Perdue  Farms,  Inc.  Salisbury,  MD 

Phillips  Seafood,    NJ 

Pleiades,  Inc. 

Prince  of  the  Sea,  Westbury,  NY 

Providence  Bay  Fish  Company,   Narragansatt,  RI 

Provimi  Veal  Corporation,   Waukesha,  WI 

Quady  Winery,   Madera,  CA 

R.C.  Bigelow,  Inc.  Fairfield,  CT 

Ramsey  Popcorn,  Ramsey,  IN 

Raymond  Vineyard  &  Cellar 

Red  River  Commodities,  Inc.,  Fargo,  ND 

Reimann  Food  Classics,   Palatine,  IL 

Rocco,  Harrisonburg,  VA 

Rockingham  Poultry,  Inc.,  Timberville,  VA 

Schug  Cellars,   Sonoma,  CA 

Sea  Watch  International,   Easton,  MD 

Shurfine-Central  Corporation  Northlake,  IL 

Simply  Delicious,  Inc.,  Cedar  Grove,  NC 

Smith  Packing  International  Corp.,  Utica,  NY 

Snapple  Beverage  Corporation  Valley  Stream,  NY 

Specialty  Brands  San  Francisco,  CA 

Steinfeld's  Products  Company,  Portland,  OR 

Stokely  USA,  Inc.  Oconomowoc,  WI 

Stonyfield  Farm,  Inc.  Londonderry,  NH 

Strohs  Brewery  Company,    Detroit,  MI 

Sunkist  Growers,  Inc.  Ontario,  CA 

Supermarket  News  New  York,  NY 

Swanson  Vineyards  -  Oakville 

Tamarind  Tree  Ltd.,   Mahwah,  NJ 

Texas  Produce  Export  Association,   TX 

TKI  Foods,  Inc.,    Springfield,  IL 

Trail's  End  Popcorn  Company,  Inc.  Van  Buren,  IN 

Tree  Top,  Inc.  Selah,  WA 

U.S.  Wild  Rice  Exchange,  Inc.,  Sacramento,  CA 

United  Popcorn  Company,  Inc.    Shannon,  IL 

US-Abroad,  Santa  Monica,  CA 
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Valley  Fruit  &  Nut  Madera,  CA 

Virga's  Pizza  Crusts,  Portsmouth,  VA 

Vogel  Popcorn  Morral,  OH 

W.B.  Roddenbery  Co.,  Inc.,  Cairo,  GA 

Weaver  Popcorn  Company,  Inc.  Van  Buren,  IN 

Western  Commerce  Corporation 

Western  U.S.  Seafood  Portland,  OR 

Wholesome&  Hearty  Foods,  Inc.,    Portland,  OR 

World  Tariff,  Ltd  San  Francisco,  CA 
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American  Foods  Group,  Green  Bay,  WI 

Borden,  Columbus,  OH 

Crystal  International  Corporation,  New  Orleans,  LA 

E.  Boyd  &  Associates,  Inc.,  Raleigh,  NC 

E.J.  Gallo  Winter,  Modesto,  CA 

I  Can't  Believe  It's  Yogurt,  Carrollton,  TX 

Idaho  Foods,  Boise,  ID 

Jackson-Mitchell,  Inc.,  Santa  Barbara,  CA 

Lamb-Weston  Asia,  Ltd,  Portland,  Oregon 

Lawler  Trading,  Oxnard,  CA 

M-C  International,  San  Francisco,  CA 

Omini  Pacific,  Walnut  Creek,  CA 

Pacific  Deli  Foods,  Kaneohe,  HI 

Paramount  Farms,  Bakers  field  CA 

Phoenix  Marketing,  Bellevue,  WA 

Pillsbury  Company,  MN 

Presto  Food  Products,  Industry,  CA 

PTC  International,  Salisbury  MD 

Sigco  Sun  Products,  Breckenridge,  MN 

SK  Food,  Inc.,  Wahpeton,  ND 

Stroh  Brewery  Company,  Detroit,  MI 

Supervalue,  Inc.,  Tacoma,  WA 

Tony's  Pizza  Service,  Marshall,  MN 

Upper  Crust  Int'l,  Chicago,  Illinois 
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California's  Natural  Choice,  Yorba  Linda,  CA 

Coastlog  Industries  Limited,  Novi,  MI 

Concord  Foods,  Inc.,  Avon,  MA 

Creme  De  La  Creme,  Spartanburg,  SC 

Eurogulf  Company,  Ossinng,  NY 

Fast  Food  Merchandisers,  Inc.,  Rocky  Mount,  NC 

Florida  Dept.  of  Citrus,  Lakeland,  FL 

Frontier  Beef  Company,  Pennsauken,  NJ 

Goldenberg  Candy  Company,  Philadelphia,  PA 

Interworld  Trade,  Inc.,  Woodbury,  NJ 

Jack  &  Jill  Ice  Cream  Company,  Bensalem,  PA 

Kalene  Industries,  Newton,  NJ 

Kroger  Snacks/International,  Spartanburg,  SC 

L.A.  Teste  Services,  Houston,  TX 

Leshon  International,  Inc.,  Clovis,  CA 

Magic  Seasoning  Blends,  Harahan,  LA 

Monfort,  Inc.,  Pennsauken,  NJ 

New  York  Seltzer,  N.  Walnut,  CA 

Peas  Inc.,  dba  C.T.  Smith,  Pleaston,  TX 

Planters/Life  Savers 

Richland  Beverage  Corporation,  Dallas,  TX 

S.  Martinelli  &  Company,  San  Francisco,  CA 

S.B.  Global  Trading  Company,  Lancaster,  PA 

Sigco  Sun  Products,  Inc.,  Breckenridge,  MN 

Texas  Citrus,  Exchange,  Mission,  TX 


377 


FAB  93 

Adirondack  Maple  Farms  Fonda,  NY 

Adrienne's  Gourmet  Foods,  Santa  Barbara,  CA 

Advance  Meat  Company,  Enid,  OK 

Agri-Marketing,  Inc.,    Salt  Lake  City,  UT 

Alamilla  &  Associates  Miami,  FL 

Alpha  Starr  International,  Inc.,    Atlanta,  GA 

Ambassador  Meats  Kansas,  MO 

American  Eagle  Beverages 

American  Ag-Tech  International,   Delvan,  WI 

American  Distributors,  Inc.  St.  Louis,  MO 

American  Foods  Group  Minneapolis,  MN 

Anacon  Foods  Company  Minneapolis,  MN 

Anheuser-Busch  Int'l  Corpus  Christi,  TX 

Archer  Daniels  Midland  Company,  Decatur,  IL 

Arkansas  Dept.  of  Agriculture,  Little  Rock,  AR 

Associated  Milk  Producers,  Inc.,  San  Antonio,  TX 

Avoset  International,  Ltd.  Pleasanton,  CA 

B.M.  Lawrence  and  Company  San  Francisco,  CA 

Bake-Rite,    Oklahoma  City,  OK 

Bar-S  Foods,   Phoenix,  AZ 

Basic  American  Foods/Products  de  Maiz, 

Beehive  Botanicals,  Inc.,    Hayward,  WI 

Best  Feeds  &  Farm  Supplies,  Inc. ,  Oakdale,  PA 

Bil-Mar  Foods  Zeeland,  MI 

BMK  Group,  Ltd.  Miami  Beach,  FL 

Boboli  International  Stockton,  CA 

Bolinger-Arcon-Vilas  Meats,    Charlotte,  NC 

Bon  Suisse,    La  Julia,  CA 

Borden,  Inc.,  Columbus,  OH 

Bridgford  Foods  Corporation  Anaheim,  CA 

Bunge  Foods,   Bradley,  IL 

Cabana  Foods,  Inc.  Detroit,  MI 

Cache  Valley  Cheese   Salt  Lake  City,  UT 

California  Cooperative  Creamery 

Canadian  Valley  Meat  Company,    Oklahoma  City,  OK 

Carl  Buddig  &  Company,  Homewood,  IL 

Carnation  Dairy,    Phoenix,  AZ 

Centennial  Commodities,  Inc.  Parker,  CO 

Certified  Angus  Beef,    Arvada,  CO 

Chicago  Almond,  Inc.  Elkhart,  IN 

Citrus  World,  Inc.  Lake  Wales,  FL 

Coldwater  Seafood  Corporation,  Rowayton,  CT 

Continental  Trading  Group,  Inc.  San  Antonio,  TX 

Cookietree  Bakeries  Salt  Lake  City,  UT 

Commits,  Inc. 

Crestar  Foods,   Brentwood,  TN 

Crystal  International  New  Orleans,  LA 

Dahlgren  &  Company,    Crookston,  ND 

Dairy  Manufacturers,  Inc.,   Weslaco,  TX 
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KohJer  Mix  Specialties  White  Bear  Lake,  LN 

La  Corona  Yogurt,   Glendale,  AZ 

Lake  Corporation,   Gardena,  CA 

Lamb- Weston  Kennewick,  WA 

Lawler  Trading  Company,    Oxnard,  CA 

Leon's  Texas  Cuisine  Dallas,  TX 

Leprino  Foods  Denver,  CO 

Leshon  International,  Inc.  Clovis,  CA 

Local  &  Western  of  Texas,  Inc.,    Dallas,  TX 

Louisiana  Fish  Fry  Products,  Ltd.  Baton  Rouge,  LA 

Macayo  Mexican  Food,    Phoenix,  AZ 

Magic  Seasoning  Blends  Harahan,  LA 

Magic  Valley  Foods,    Rupert,  ID 

Marketing  &  Product  Develop. /Dover,  DE 

Matador  Processors,    Blanchard,  OK 

Meier's  Wine  Cellars,  Inc.,    Cincinnati,  OH 

Merico  Food  Service  Group/Eagle  Crest  Foods,  Inc.,    Carrollton,  TX 

Mexports,  Inc.,  Phoenix,  AZ 

Minn-Dak  Growers,  Ltd.,   Grank  Forks,  ND 

Missouri  Dept.  of  Agric.  Jefferson  City,  MO 

Morning  Star  Farms  Burley,  ID 

Morrison  Farms  Popcorn  Clearwater,  NE 

National  Dairy  Board  South  Gate,  CA 

National  Dairy  Board  Petaluma,  CA 

National  Sunflower  Assoc.  Bismarck,  ND 

New  Venture  Development  Corporation  Washington,  D.C. 

Noon  International,  Inc.  Danville,  CA 

Norbest,  Inc.  Midvale,  UT 

Norpac  Foods,  Inc.,  Lake  Oswego,  OR 

NorQuest  Seafoods,  Inc.,    Seattle,  WA 

Northwest  Packing  Company,    Vancouver,  WA 

Odom's  Tennessee  Pride  Country  Sausage,    Madison,  TN 

Orbit  Finer  Foods,    Oklahoma  City,  OK 

Otis  McAllister,  Inc.  San  Francisco,  CA 

Pacific  American  Fish  Company,  Los  Angeles,  CA 

Paradise  Marketing  ,  Santa  Monica,  CA 

Perdue  Farms,  Inc.  Salisbury,  MD 

Pet  Food  Institute  Washington,  DC 

Pheasant  Concepts,  Inc.  Sedalia,  MO 

Phoenix  Marketing,    Bellevue,  WA 

Piedmont  Farms,    Wellington,  CO 

Pierre  Frozen  Foods  Cincinnati,  OH 

Plantation  Foods,  Inc.  Allen,  TX 

Pocino,  Inc.,    City  of  Industry,  CA 

Presto  Foods  Products  Industry,  CA 

Producers  Rice  Mill,  Inc.  Stuttgart,  AR 

Red  River  Commodities  Fargo,  ND 

Reilly  Dairy  &  Food  Company,   Tampa,  FL 

Rich  Products  Corporation  Buffalo,  NY 

Richland  Beverage  Corp.,  Dallas,  TX 

Riviana  Foods,  Inc.,    Houston,  TX 

Rocco,  Inc.  Harrisonburg,  VA 

Rockingham  Poultry,  Inc.  Broadway,  VA 

Rose  Acre  Farms  Seymour,  IN 
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Delicias  Trading  Inc.,   El  Paso,  TX 

DePrez  Enterprises,  Inc.,  Phoenix,  AZ 

DiCicco  Food  Products  Fresno,  CA 

Downey  Foods,  Inc.,    Philadelphia,  PA 

DUDA  McAllen,  TX 

E.  Boyd  &  Associates,    Raleigh,  NC 

Ecrevisse  Acadienne  USA  New  Orleans,  LA 

Eddyleon  Chocolate  Company,  Moosic,  PA 

Edwards  Baking  Company,    Atlanta,  GA 

Epicurean  Fantasys,    New  York,  NY 

Excel  Corporation,   Wichita,  KS 

Excel  Trade  Ltd.  Seattle,  WA 

Farm  Fresh,    Ponca  City,  OK 

Farmland  Foods,    Kansas,  MO 

Five  Star  Trading  Jefferson  City,  MO 

Five  Star  Trading  Company, Florida  Smoked  Fish  Meats  Miami,  FL 

Food  Producers  International,    Minnetonka,  MN 

Frozen  Specialties,  Inc.,    Archbold,  OH 

Gardenia  Foods  Company 

Geetha's  Gourmet  Products,  Las  Cruces,  NM 

Georgia  Spice  Company,    Atlanta,  GA 

Giba-Wheeler  Farms  Lancaster,  CA 

Giorgio  Foods,  Inc.,    USA  Temple,  PA 

Gookinaid  E.R.G.,  San  Diego,  CA 

Gourmet  Concepts  International,  Clarkston,  GA 

Griffin  Food  Company,    Muskogee,  OK 

Guittard  Chocolate  Company  Burlingame,  CA 

H&H  Foods  Mercedes,  TX 

Helen's  Tropical  Exotics,    Atlanta,  GA 

High  Quality  Packing,  Inc.,    Delta,  CO 

Hillshire  Farm  &  Kahn's  Hendersonville,  TN 

Holten  Meat,  Inc.  St.  Louis,  MO 

Hormel  International  Corp.  Austin,  MN 

House  of  Raeford  Farms,  Inc.  Raeford,  NC 

Howards  of  Colorado,    Vernon,  CO 

Hulman  &  Company  Terre  Haute,  IN 

Hygeia  Dairy  Company,    Harlingen,  TX 

IBP,  Inc.,    Dakota,  NE 

Idaho  Potato  Commission  Boise,  ID     " 

Idaho  Dept.  of  Agric,  Atwater,  CA 

Idaho  Dept.  of  Agric. ,    Alameda,  CA 

Instantwhip  Foods,    Lynwood,  CA 

Int'l  Food  Concepts  Calabasas,  CA 

International  American  Supermarket  Corp.,    Piscataway,  NJ 

International  Marketing  Group,  Lancaster,  PA 

J.  Helfend  International  Marina  del  Rey,  CA 

J.R.  Simplot  Company  Boise,  ID 

Jack  &  Jill  Ice  Cream  Company,    Bensalem,  PA 

Johnstown  Bean  Company,    Johnstown,  ND 

Jones  Dairy  Farm,    Fort  Atkinson,  WI 

Joseph  Gallo  Farms 

Karlshamns  America,  Inc.,    Columbus,  OH 

Kautz  Ironstone  Vineyards,    Lodi,  CA 

Kineret  Foods  Corporation  Jericho,  NY 
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Rose  Packing  Company,  Inc.  Barrington,  IL 

Royal  Wine  Corporation,   Brooklyn,  NY 

Rudolph  Foods  Company,   Lima,  OH 

Rujac  International,  Inc.  Evansville,  IN 

Sahagian  &  Associates,  Inc.  Oak  Park,  IL 

Santee  Dairies,  Inc.,    Los  Angeles,  CA 

Schreiber  International,  Inc.,  Green  Bay,  WI 

Sea  Watch  International  Easton,  MD 

Seaboard  Corporation  Shawnee  Mission,  KS 

Seatech  Corporation,   Seattle,  WA 

Shawnee  Milling  Company  Shawnee,  OK 

Sigco  Sun  Products  Breckenridge,  MN 

Smoke  Bar  Ranch,  Torrance,  CA 

SNA  Nut  Company  El  Paso,  TX 

Snapple  Valley  Stream,  NY 

Snyder's  of  Hanover,    Hanover,  PA 

Sorrento  New  York,  NY 

Sovex,    Collegedale,  TN 

Specialty  Cheese  Company,    Lowell,  WI 

Stilwell  Foods,    Stilwell,  OK 

Stoneyfield  Farm  Yogurt,    Londonderry,  NH 

Stonington  Fillet  Company,  Inc.,    Pawcatuck,  CT 

Strauss  Veal,    Franklin,  WI 

Sugar  Creek  Packing  Company  Washington  Court  House,  OH 

Sunkist  Growers  Sherman  Oaks,  CA 

Sunset  Foods,   Phoenix,  AZ 

Sunshine  Products,    Kingsport,  TN 

Supervalu  Int'l  Tacoma,  WA 

Terra  Nova  Trading,  Inc.  Oakland,  CA 

The  Americas  Int'l  Trade  Group,   Tucson,  AZ 

The  Hemisphere  Group,  Inc.  Westbury,  NY 

Tostino  Gourmet  Coffee  Company,    Tucson,  AZ 

Tri-Ports  Export  Services  Kennewick,  WA 

Tyson  Foods  Springdale,  AR 

Ultra  Products  Corp.,  Phoenix,  AZ 

United  Fresh  Fruit  &  Vegetable  Assn.  Alexandria,  VA 

Vacu-Dry  Company  Sebastopol,  CA 

Vail  Valley  Vintners,  Ltd.,   Denver,  CO 

Valor  International  ,  Fort  Worth,  TX 

Vess  Beverages,  Inc.  Maryland  Heights,  MO 

Wayne  Farms/Dutch  Quality  House,    Atlanta,  GA 

Well-Pict,  Inc.,    Watsonville,  CA 

Wells'  Dairy,  Inc.  Le  Mars,  IA 

Western  Export  Services,  Inc.  Denver,  CO 

White  Castle  Systems,  Inc,  c/o  Eagle  Export  Trading  Company,    Mt.  Kisco,  NY 

Whitlock  Packaging  Corporation,    Fort  Gibson,  OK 

Wilson  Foods  Corporation,    Oklahoma  City,  OK 

Worthington  Foods,  Inc.,    Worthington,  OH 

Wortz  Crackers,    Poteau,  OK 

Wright  Brand  Foods,  c/o  Bellinger  Associates,  Houston,  TX 
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The  following  tables  cover  the  Export  Enhancement  Program  (EEP) 
and  the  credit  guarantee  programs,  GSM-102  and  GSM-103.   The  EEP 
table  lists  the  exporters  participating  in  the  program  in 
descending  order  of  bonuses  awarded  for  fiscal  year  1993.   The 
GSM-102/3  table  lists  the  exporters  in  descending  order  by  port 
value  for  fiscal  year  1993. 
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30-Mar-1994 

EXPORTER  RANKING  BY  AWARDS  UNDER  THE  EXPORT  ENHANCEMENT  PROGRAM 
FOR  FISCAL  YEAR  93 


EXPORTER 

1  Cargill  Inc. 

2  Continental  Grain  Company 

3  Louis  Dreyfus  Corporation 

4  CAM  USA,  Inc. 

5  Bunge  Corporation 

6  Farmland  Industries,  Inc.  Grain  Div 

7  Harvest  States  Cooperatives 

8  Peavey  Company 

9  ADM  Milling  Co. 

10  Ferruzzi  Trading  U.S.A.,  Inc. 

11  Tradigrain,  Inc. 

12  Alfred  C.  Toepfer  International,  In 

13  Columbia  Grain  International,  Inc. 

14  Pillsbury  Company,  The 

15  Garnac  Grain  Co.,  Inc. 

16  Commodity  Specialists  Company 

17  Mitsubishi  International 

18  USAgri  Corp. 

19  J.  Aron  and  Company 

20  United  Grain  Corporation 

21  International  Multifoods  Corporatio 

22  Archer  Daniels  Midland  Company 

23  Mitsui  &  Co.  (U.S.A.),  Inc. 

24  Bartlett  and  Company 

25  Amber,  Inc. 

26  Alliance  Grain,  Inc. 

27  Marubeni  America  Corporation 

28  National  Sun  Industries,  Inc. 

29  Seaboard  Trading  &  Shipping  Ltd. 

30  Toshoku  America,  Inc. 

31  ConAgra  Grain  Processing  Export  Com 

32  Global  Rice  Corporation  Ltd. 

33  Central  States  Enterprises,  Inc. 

34  Decoster  Egg  Farms 

35  Dolphin  Shipping  and  Trading,  Inc. 

36  Coprostates,  Inc. 

37  National  Food  Corporation 

38  ITOCHU  International  Inc. 

39  Froedtert  Malt  Corporation 

40  A.  Luberski  Inc.  DBA  Hidden  Villa  R 

41  Great  Western  Malting  Co. 

42  Granplex,  Inc. 

43  Hefler  and  Company 

44  Connell  Rice  and  Sugar  Co. 

45  Nissho  Iwai  American  Corp. 

46  Romar  International  Georgia,  Inc. 


EXPORTER'S 

TOTAL  BONUSES 

PERCENTAGE  OF 

AWARDED  BASED  ON 

TOTAL  MEAN 

MEAN  QUANTITIES 

BONUSES 

FOR  ALL  COMMODITIES 

AWARDED 

$193,741,956.90 

19.9617% 

$133,031,507.40 

13.7117% 

$128,249,332.32 

13.2138% 

$53,952,273.75 

5.5588% 

$46,662,733.00 

4.8077% 

$32,174,390.74 

3.3150% 

$28,827,328.10 

2.9701% 

$28,289,814.50 

2.9147% 

$28,057,499.00 

2.8908% 

$27,828,780.00 

2.8672% 

$27,288,208.39 

2.8115% 

$27,048,981.20 

2 . 7869% 

$20,697,115.00 

2.1324% 

$15,226,605.92 

1 . 5688% 

$15,211,360.40 

1.5672% 

$14,566,750.00 

1 . 5008% 

$13,877,884.00 

1.4298% 

$11,492,110.00 

1.1840% 

$10,334,040.00 

1.0647% 

$9,317,592.00 

0.9600% 

$7,921,134.20 

0.8161% 

$7,301,015.77 

0.7522% 

$6,943,654.00 

0.7154% 

$6,884,393.75 

0.7093% 

$6,724,328.40 

0.6928% 

$5,621,205.40 

0.5791% 

$4,975,485.00 

0.5126% 

$4,618,545.00 

0.4758% 

$4,073,656.00 

0.4197% 

$3,999,074.00 

0.4120% 

$3,386,250.00 

0.3488% 

$3,231,785.00 

0.3329% 

$2,818,800.00 

0.2904% 

$2,792,529.75 

0.2877% 

$2,708,861.70 

0.2791% 

$2,573,953.00 

0.2652% 

$2,573,881.05 

0.2651% 

$2,428,200.00 

0.2501% 

$1,891,000.00 

0.1948% 

$1,858,790.50 

0.1915% 

$1,425,080.00 

0.1468% 

$1,270,040.00 

0.1308% 

$1,235,693.50 

0.1273% 

$1,208,786.12 

0.1245% 

$1,192,350.00 

0.1228% 

$1,074,556.00 

0.1107% 
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EXPORTER 

47  OleoStates,  Inc. 

48  North  American  Trading  Corporation 

49  P.S.  International 

50  Schouten  USA,  Inc. 

51  Premium  Rice  Trading.  Inc. 

52  ADM  Malting  Division 

53  Boro  Hall  Export  Corportion 

54  Porky  Products,  Inc. 

55  Rosscape  Food  Industries 

56  Quaker  Run  Farms,  Inc. 

57  Forum  Import-Export  Corporation 

58  Riceland  Foods,  Inc. 

59  Gold  Kist,  Inc. 

60  Gulf  Pacific  Rice  Company,  Inc. 

61  ConAgra  International 

62  Fast  Food  Merchandisers,  Inc. 

63  Tri  Valley  Growers 

64  U.S.  Gulf  Coast  Trading  Company 

65  AGP  Grain  Cooperative 

66  The  Seoul ar  Company 

67  Cargill  Rice,  Inc. 

68  Italgrani  USA,  Inc. 

69  AGP,  L.P. 

70  Horizon  International,  Inc. 

71  Ladish  Malting  Company 

72  Incotrade,  Inc. 

73  Uncle  Ben's,  Inc. 

74  McCall  Sanders  Marketing 

75  Tyson  Foods,  Inc. 

76  The  Supreme  Rice  Mills,  Inc. 

77  Western  Export  Services,  Inc. 

78  Hans  Olsen  Egg  Co.,  Inc. 

79  American  Poultry  Int'l.,  Ltd. 

80  Lamex  Foods,  Inc. 

81  Great  West  International,  Inc. 

82  Boro  Hall  International  Limited 

83  Haig  Enterprises,  Inc. 

84  World  Links,  Incorporated 


EXPORTER'S 

TOTAL  BONUSES 

PERCENTAGE  OF 

AWARDED  BASED  ON 

TOTAL  MEAN 

MEAN  QUANTITIES 

BONUSES 

FOR  ALL  COMMODITIES 

AWARDED 

$1,052,675.00 

0.1084% 

$781,300.50 

0.0804% 

$712,500.00 

0.0734% 

$700,500.00 

0.0721% 

$659,850.00 

0.0679% 

$640,000.00 

0.0659% 

$637,095.00 

0.0656% 

$559,900.00 

0.0576% 

$529,429.00 

0.0545% 

$503,827.50 

0.0519% 

$502,080.00 

0.0517% 

$476,160.00 

0.0490% 

$423,900.00 

0.0436% 

$377,827.50 

0.0389% 

$376,707.45 

0.0388% 

$352,150.00 

0.0362% 

$346,198.42 

0.0356% 

$305,200.00 

0.0314% 

$279,100.00 

0.0287% 

$254,509.05 

0.0262% 

$251,280.00 

0.0258% 

$232,800.00 

0.0239% 

$184,960.10 

0.0190% 

$150,543.90 

0.0155% 

$132,000.00 

0.0136% 

$78,585.00 

0 . 0080% 

$68,000.00 

0.0070% 

$65,610.00 

0.0067% 

$54,285.00 

0.0055% 

$45,850.00 

0.0047% 

$41,867.00 

0.0043% 

$36,140.00 

0.0037% 

$33,426.00 

0.0034% 

$24,380.00 

0.0025% 

$15,015.00 

0.0015% 

$9,400.00 

0.0009% 

$8,840.00 

0.0009% 

$2,700.00 

0.0002% 
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30-Mar-1994 

EXPORTER  RANKING  BY  AWARDS  UNDER  THE  EXPORT  ENHANCEMENT  PROGRAM 
FOR  FISCAL  YEAR  93 


EXPORTER 


TOTAL  BONUSES 

AWARDED  BASED  ON 

MEAN  QUANTITIES 

FOR  ALL  COMMODITIES 


EXPORTER'S 
PERCENTAGE  OF 

TOTAL  MEAN 
BONUSES 
AWARDED 


$970,565,902.18 
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EXPORTERS  RANKED  BY  PORT  VALUE 

PARTICIPATING  IN  GSM- 102/ 103 

FY  1993 


1.  CONTINENTAL  GRAIN  CO. 

2.  CARGILL,  INC. 

3.  LOUIS  DREYFUS  CORPORATION 

4.  CAM  USA  INC. 

5.  BUNGE  CORPORATION 

6.  ARCHER  DANIELS  MIDLAND  CO. 

7.  DUNAVANT  ENTERPRISES,  INC. 

8.  TRADIGRAIN,  INC. 

9.  GARNAC  GRAIN  CO.,  INC. 

10.  UNIOKT  EQUITY  DIV.  OF  FARMLAND 

11.  J.  ARON  AND  COMPANY 

12.  MARUBENI  AMERICA  CORP. 

13.  CALCOT,  LTD. 

14.  MITSUBISHI  INTERNATIONAL  CORP. 

15.  ALFRED  C.  TOEPFER  INTERNATIONAL,  INC. 

16.  SOUTH  TEXAS  GRAIN  COMPANY,  INC. 

17.  M.E.  FRANKS,  INC. 

18.  TOSHOKU  AMERICA,  INC. 

19.  ITOCHU  INTERNATIONAL  INC. 

20.  ALLIANCE  GRAIN,  INC. 

21.  BARTLETT  &  COMPANY 

22.  MITSUI  &  CO.  (U.S.A.),  INC. 

23.  THE  PILSBURY  COMPANY 

24.  PEAVEY  COMPANY 

25.  SIGMA  ALIMENTOS  INTERNATIONAL,  INC. 

26.  PRODINTERN  (U.S.A.)  CORP. 

27.  AMBER,  INC. 

28.  ORIAC  INTERNATIONAL  USA  LIMrTED 

29.  FERRUZZI  TRADING  U.S.A.,  INC. 

30.  UNION  COMMERCIALE  POUR  LEUROPE  ET  L'AFRIQUE 

31.  CENTRAL  STATES  ENTERPRISES,  INC. 

32.  CONTICOTTON 

33.  UNITED  GRAIN  CORP. 

34.  HOHENBERG  BROS.  COMPANY 

35.  GEORGIA-PACIFIC  CORP. 

36.  COLUMBIA  GRAIN  INTERNATIONAL,  INC. 

37.  ZEN-NOH  GRAIN  (EXPORT)  CORPORATION 

38.  AG  PROCESSING  INC. 

39.  DEBRUCE  GRAIN  INC. 


$500,820,166.00 
$436,319,572.00 
$355,187,196.00 
$256,890,393.00 
$209,354,866.00 
$140,785,474.00 
$103,637,049.00 
$  88,526,250.00 
$  75,506,451.00 
$  74,345,864.00 
$  73,181,587.00 
$  65,835,001.00 
$  65,569,161.00 
$  58,720,655.00 
$  52,514,790.00 
$  50,010,235.00 
$  38,185,447.00 
$  37,794,943.00 
$  36,202,310.00 
$  35,676,241.00 
$  34,312,271.00 
$  33,085,540.00 
$  31,874,896.00 
$  31,702,237.00 
$  31,669,220.00 
$  31,405,500.00 
$  31,172,524.00 
$  30,807,351.00 
$  29,329,426.00 
$  26,522,900.00 
$  26,231,646.00 
$  25,591,103.00 
$  24,967,321.00 
$  22,650,764.00 
$  22,445,625.00 
$  20,845,669.00 
$  20,040,600.00 
$  19,656,133.00 
$  19,123,614.00 
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40.  LINCOLN-KALTEK  $  18,522,000.00 

41.  KANEMATSU  USA  INC.  $  17,571,782.00 

42.  WILFRAN  AGRICULTURAL  INDUSTRIES,  INC.  $  17,262,000.00 

43.  ACM,  INC.  $  17,180,610.00 

44.  VOLKART  INTERNATIONAL,  INC.  $  16,969,695.00 

45.  FMI  USA,  INC.  $  15,288,000.00 

46.  LUXOR  CALIFORNIA  EXPORTS  CORPORATION  $  14,773,075.00 

47.  CONNELL  RICE  &  SUGAR  CO.  $  14,402,850.00 

48.  INTERNATIONAL  MEAT  &  FOOD  PRODUCTS,  INC.  $  12,974,665.00 

49.  AGREX,  INC.  $  12,708,587.00 

50.  NISSHO  rWAI  AMERICAN  CORP.  $  12,648,039.00 

51.  TOYO  COTTON  COMPANY  $  12,354,364.00 

52.  AGRI-ENERGY  ENTERPRISES,  INC.  $  11,990,141.00 

53.  GOODPASTURE,  INC.  $  11,674,393.00 

54.  PERRY  H.  KOPLIK  AND  SONS,  INC.  $  11,606,119.00 

55.  THE  SCOULAR  COMPANY  $  11,388,505.00 

56.  AVI- ..RAN  U.S.A.,  INC.  $  11,352,208.00 

57.  J.G.  BOSWELL  CO.  $  11,243,001.00 

58.  CAL-STATE  LUMBER  SALES,  INC.  $  11,000,000.00 

59.  HODGWEGT  U.S.,  INC.  $  10,920,000.00 

60.  AGP  GRAIN  COOPERATIVE  $  10,523,539.00 

61.  PAUL  REINHART,  INC.  $  9,388,708.00 

62.  INTERTRADE  $  9,300,641.00 

63.  PRIMEX  RESOURCES,  INC.  $  9,093,150.00 

64.  GREAT  WESTERN  MALTING  CO.  $  9,059,700.00 

65.  THE  RICE  COMPANY  $  8,554,169.00 

66.  NATIONAL  SUN  INDUSTRIES,  INC.  $  8,490,598.00 

67.  SOUTHWEST  GRAIN  CO.,  INC.  $  8,469,0?*. 00 

68.  HYUNDAI  CORPORATION  (USA)  $  8,280,2oo.OO 

69.  DARLING  INTERNATIONAL  INC.  $  8,127,777.00 

70.  GERSONY-STRAUSS  CO.,  INC.  $  8,059.232.00 

71.  FARMLAND  INDUSTRIES,  INC.  $  8,048,633.00 

72.  PICKAWAY  GRAIN  COMPANY  $  7,975,329.00 

73.  WEIL  BROS.  COTTON,  INC.  $  7,908,014.00 

74.  CONTIQUINCY  EXPORT  CO.  $  7,662,375.00 

75.  FOSTER  POULTRY  FARMS,  INC.  $  7,432,190.00 

76.  RALCOT  $  7,388,975.00 

77.  INTERNATIONAL  MULTIFOODS  CORP.  $  7,056,291.00 

78.  HARVEST  STATES  COOPERATIVES  $  6,966,192.00 

79.  EXCEL  CORPORATION  $  6,888,932.00 

80.  ICS  EXPORT  CORP.  $  6,056,943.00 

81.  SCHOUTEN  USA  INC.  $  5,799,150.00 

82.  ALLENBERG  COTTON  CO.  $  5,642,785.00 

83.  SUNKYONG  AMERICA,  INC.  $  5,623,073.00 

84.  J.M.  JONES  LUMBER  COMPANY,  INC.  $  5,547,685.00 

85.  ITCHU  COTTON  INC.  $  5,515,459.00 
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86.  ECAUDORIAN  LINE,  INC.  $   5,515,070.00 

87.  INTERNATIONAL  MEAT  TRADING,  L.C.  $   5,480,169.00 

88.  WEYERHAEUSER  INTERNATIONAL  SALES  CORP.  $   5,444,494.00 

89.  HEINZEL  IMPORT-EXPORT,  INC.  $   5,390,000.00 

90.  ADM  MILLING  CO.  $   5,264,931.00 

91.  RECOCER  S.A.  (U.S.A.)  $   5,179,651.00 

92.  AMERICAN  RICE,  INC.  $   4,958,798.00 

93.  MID-SOUTH  MILLING  CO.,  INC.  $   4,358,366.00 

94.  LADISH  MALTING  CO.  $   4,285,896.00 

95.  E.I.  DU  PONT  DE  NEMOURS  &  CO.,  INC.  $   4,002,075.00 

96.  M.  SCHIEFER  TRADING  CO.  $    3,978,310.00 

97.  FROEDTERT  MALT  CORPORATION  $   3,977,040.00 

98.  COLLY  HOUCHIN  TRADING  COMPANY  $   3,916,201.00 

99.  VINCENT  COMMODITIES  CORPORATION  $   3,864,000.00 

100.  W.D.  MASK  COTTON  COMPANY  $   3,712,500.00 

101.  EKMAN  FIBRE  SOURCES,  INC.  $   3,670,000.00 

102.  FLEISCHMANN-KURTH  MALTING  CO.  $   3,668,588.00 

103.  COMMODITY  SPECIALISTS  COMPANY  $   3,596,250.00 

104.  ADM  EXPORT  CO.  $   3,472,875.00 

105.  CONAGRA  FEED  INGREDIENT  MERCH.  CO.  $   3,446,020.00 

106.  NICHIMEN  AMERICA,  INC.  $   3,444,868.00 

107.  PASTERNAK,  BAUM  AND  CO.,  INC.  $    3,410,083.00 

108.  GOLDEN  PEANUT  COMPANY  $    3,157,200.00 

109.  HURRPORT,  INC.  $   2,917,166.00 

110.  GENERAL  MILLS,  INC.  $   2,778,092.00 

111.  HORMEL  INTERNATIONAL  CORPORATION  $   2,745,600.00 

112.  TOMEN  AMERICA,  INC.  $2,488,090.00 

113.  TRADEWAY  INTERNATIONAL  CORPORATION  $   2,436,000.00 

1 14.  AMATO  INTERNATIONAL,  INC.  $   2,353,663.00 

115.  FIRST  INTERSTATE  TRADING  CO.  $   2,322,771.00 

116.  STANDARD  CHARTERED  TRADING  CO.  $   2,272,240.00 

117.  NEUMAN  SEED  INTERNATIONAL,  INC.  $   2,198,585.00 

118.  SOUTHWESTERN  IRRIGATED  COTTON  GROWERS  ASSN.     $   2,180,234.00 

119.  STINNETT  &  BASS,  INC.  $   2,174,478.00 

120.  DECA  EXPORT,  INC.  $   2,110,350.00 

121.  TH.  BRUNIUS  NORTH  AMERICA,  INC.  $   2,101,250.00 

122.  CORNBELT  FOOD  EXPORT  CORP.  $    1,977,207.00 

123.  SEATTLE  FUR  EXCHANGE,  INC.  $    1,958,607.00 

124.  COLORADO  HIDE  INC.  $    1,831,775.00 

125.  NORTH  AMERICAN  FUR  PRODUCERS  $    1,808,357.00 

126.  MCCAL  SANDERS  MARKETING  $    1,795,500.00 

127.  YOLEAN  CORPORATION  $    1,783,520.00 

128.  COUNTRYMARK  COOPERATIVE,  INC.  $    1,782,951.00 

129.  FRANK  BAILEY  GRAIN  CO.,  INC.  $    1,737,745.00 

130.  STAHEL  (AMERICA)  EXPORTS,  INC.  $    1,694,183.00 

131.  JACOB  STERN  &  SONS,  INC.  $    1,683,602.00 
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132.  GLOBAL  RICE  CORPORATION  LTD.  $  1,666,836.00 

133.  SOKAMI  LUMBER,  INC.  $  1,616,023.00 

134.  BLUE  DANE  SIMMENTAL  CORP.  $  1,583,100.00 

135.  MIROCOT  EXPORT  $  1,580,318.00 

136.  P.  KANDEL  &  CO.  $  1,570,934.00 

137.  A.J.  HOLLANDER  &  CO.,  INC.  $  1,547,615.00 

138.  FARMERS  RICE  MILLING  CO.,  INC.  $  1,511,633.00 

139.  SCHREIER  MALTING  CO.  $  1,496,544.00 

140.  JETCO  IMPORT/EXPORT,  INC.  $  1,479,500.00 

141.  VALOR  LUMBER  INTERNATIONAL  INC.  $  1,396,882.00 

142.  BROUSSARD  RICE  MILL,  INC.  $  1,358,417.00 

143.  HENRY  S.  GROSSMAN  CO.  $  1,317,435.00 

144.  PLAINS  COTTON  COOPERATIVE  ASSN.  $  1,313,000.00 

145.  INTERNATIONAL  DEVELMNT  &  EXPORT  CO.,  INC.  $  1,270,000.00 

146.  MEYER  CATTLE  MARKETING,  INC.  $  1,252,800.00 

147.  GRIFFIN  INDUSTRIES,  INC.  $  1,245,530.00 

148.  R.  GARDNER  &  COMPANY,  INC.  $  1,237,504.00 

149.  AGP,  L.P.  $  1,211,683.00 

150.  AGRO-GRAIN,  INC.  $  1,207,313.00 

151.  SABRA  INTERNATIONAL,  INC.  $  1,207,149.00 

152.  MESA  AGRIPRODUCTS,  INC.  $  1,202,331.00 

153.  THORNTON  &  COMPANY,  INC.  $  1,198,092.00 

154.  AMERICAN  PULP  AND  PAPER  CORP.  $  1,185,000.00 

155.  LOCAL  AND  WESTERN  OF  TEXAS,  INC.  $  1,100,000.00 

156.  L.  OPPENHEIMER  &  CO.,  INC.  $  1,087,500.00 

157.  CALIFORNIA  CANNING  PEACH  ASSOCIATION  $  999,999.00 

158.  SCOULAR  GRAIN  COMPANY  $  926,762.00 

159.  ACSI,  INC.  $  914,300.00 

160.  JINDO  AMERICA,  INC.  $  892,583.00 

161.  SOUTHWESTERN  TRADING  CO.  $  875,120.00 

162.  NATIONAL  STARCH  AND  CHEMICAL  COMPANY  $  856,360.00 

163.  JESS  SMITH  &  SONS,  INC.  $  841,832.00 

164.  AMERICAN  MEAT  TRADING  COMPANY,  INC.  $  748,448.00 

165.  BAKER  COMMODITIES,  INC.  $  721,000.00 

166.  IBP,  INC.  $  697,235.00 

167.  JOHN  I.  HAAS,  INC.  $  692,334.00 

168.  TRI-STATE  BREEDERS  COOPERATIVE  $  623,280.00 

169.  HANCOCK  TRADING  CORPORATION  $  571,496.00 

170.  FRANCIS  &  COMPANY,  INC.  $  556,121.00 

171.  PLANTERS  COTTON  OIL  MILL,  INC.  $  548,430.00 

172.  ECOM  USA,  INC.  $  523,940.00 

173.  HY-LINE  INTERNATIONAL  $  492,102.00 

174.  SEMISOL  INTERNATIONAL  CORPORATION  $  457,500.00 

175.  INCOTRADE  INC.  $  452,100.00 

176.  METROPOLITAN  IMPORT  AND  EXPORT  CO.,  INC.  $  445,134.00 

177.  MODERN  MILLS  ROCKFORD,  INC.  $  433,125.00 
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178.  VISTA  TRADING  CORP 

179.  MIROCOT,  INC. 

180.  MIGUEL  RUIZ  CATTLE  SERVICES 

181.  SHERWOOD  FOOD  DISTRIBUTORS 

182.  ALAMO  FOREST  PRODUCTS,  INC. 

183.  HARF  REICH  ASSOCIATES,  INC. 

184.  FROMM,  MAYER-BASS  INC. 

185.  A.  LASSBERG  &  COMPANY 

186.  ROSS  BREEDERS,  INC. 

187.  CONTINENTAL  TRADING  GROUP,  INC. 

188.  BLUE  DIAMOND  GROWERS 

189.  AJC  INTERNATIONAL,  INC. 

190.  T  &  T  TRADING  CO.,  INC. 

191.  PHOENIX  FATS  AND  OILS,  INC. 

192.  INTERNATIONAL  COTTON  MARKETING,  INC. 

193.  LINNDEL  CO-OPERATIVE 

194.  DAVID  R.  WEL>B  CO.,  INC. 

195.  AGRIGENETICS  COMPANY 

196.  GARVA  CORPORATION 

197.  CENTURY  FOODS  INTERNATIONAL 

198.  M.  BOHLKE  VENEER  CORP. 

199.  SITCO  LUMBER  COMPANY 

200.  SALYER  AMERICAN 

201.  JAMES  C.  SCHWAB,  INC. 

202.  LYCOT  TRADING  CO. 

203.  FIRST  AMERICAN  COTTON  COMPANY 

204.  WEST  COAST  HIDE  &  SKIN  CO.,  INC. 

205.  INTER  WEST  COMMODITIES  CO. 

206.  CAMAC  INTERNATIONAL  CORPORATION 

207.  MRC-SHEAF  CORPORATION 

208.  MECHUTAN  FUR  CORPORATION 

209.  LUPOFRESH,  INC. 

210.  GRIFFIN  INTERNATIONAL 

211.  SUPREME  RICE  MILL,  INC. 

212.  MARQUART-WOLFE  LUMBER  CO. 

213.  JOHNSON  INTERNATIONAL  CO. 

214.  ATTEBURY  GRAIN,  INC. 

215.  PATTON  COTTON  COMPANY 

216.  PETOSEED  CO.,  INC. 

217.  CLARKSON  GRAIN  CO.,  INC. 

218.  NELSON  MCCOY  COTTON  CO.,  INC. 

219.  MEMPHIS  COTTON  COMPANY,  INC. 

220.  SOUTHWEST  HIDE  COMPANY 

221.  ATHLEISURES  CORNER,  INC. 

222.  F.  RATHAUS  &  SON,  INC. 

223.  MOYLE  MINK  FARMS 


$ 

426,365.00 

$ 

415,650.00 

$ 

413,090.00 

$ 

407,400.00 

$ 

387,947.00 

$ 

383,001.00 

$ 

371,839.00 

$ 

365,460.00 

$ 

345,600.00 

$ 

324,324.00 

$ 

322,240.00 

$ 

320,020.00 

$ 

288,912.00 

$ 

288,635.00 

$ 

284,900.00 

$ 

278,250.00 

$ 

277,200.00 

$ 

273,913.00 

$ 

254,100.00 

$ 

251,594.00 

$ 

249,464.00 

$ 

245,520.00 

$ 

237,890.00 

$ 

222,021.00 

$ 

216,584.00 

$ 

214,200.00 

$ 

179,800.00 

$ 

176,400.00 

$ 

168,170.00 

$ 

166,600.00 

$ 

155,333.00 

$ 

147,180.00 

$ 

142,500.00 

$ 

137,491.00 

$ 

128,809.00 

$ 

126,500.00 

$ 

109,388.00 

$ 

88,280.00 

$ 

70,975.00 

$ 

67,100.00 

$ 

60,780.00 

$ 

60,265.00 

$ 

55,800.00 

$ 

53,500.00 

$ 

35,438.00 

$ 

32,602.00 
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FOREIGN  AGRICULTURAL  SERVICE 

Purpose  Statement 

The  Foreign  Agricultural  Service  was  established  on  March  10,  1953,  by  Secretary's 
Memorandum  No.  1320,  Supplement  1.  Public  Law  83-690,  approved  August  28,  1954, 
transferred  the  agricultural  attaches  from  the  Department  of  State  to  the  Foreign 
Agricultural  Service.  Secretary's  Memorandum  No.  1020-39  dated  September  30,  1993, 
transferred  the  functions  of  the  former  Office  of  International  Cooperation  and  Development 
to  the  Foreign  Agricultural  Service. 

The  agency  performs  the  following  kinds  of  service  functions: 

It  maintains  a  worldwide  agricultural  market  intelligence  and  commodity  reporting  service  to 
provide  U.S.  farmers  and  traders  with  information  on  world  agricultural  production  and  trade 
that  they  can  use  to  adjust  to  changes  in  world  demand  for  U.S.  agricultural  products.  This  is 
done  through  a  continuous  program  of  reporting  by  75  posts  located  throughout  the  world 
covering  some  133  countries.   Reporting  mcludes  information  and/or  data  on  foreign 
government  policies,  analysis  of  supply  and  demand  conditions,  commercial  trade 
relationships  and  market  opportunities.   Advanced  computer  and  telecommunications 
technology  is  used  to  improve  and  speed  the  flow  of  information  between  the  posts  and 
Washington. 


The  Foreign  Agricultural  Service  analyzes  agricultural  information  essential  to  the  assessment 
of  foreign  supply  and  demand  conditions  in  order  to  provide  estimates  of  the  current 
situation  and  to  forecast  the  export  potential  for  specific  U.S.  agricultural  commodities. 


Published  economic  data  about  commodities  are  combined  with  attache  reports  and  are  a 
result  of  thorough  analysis  using  complex  econometric  techniques  to  generate  these  estimates. 

In  addition,  the  Service  uses  advanced  techniques  for  identifying,  delineating  and  assessing 
the  impact  of  events  which  may  affect  the  condition  and  expected  production  of  foreign  crops 
of  economic  importance  to  the  United  States.  The  crop  condition  activity  relies  heavily  on 
computer  aided  analysis  of  satellite,  meteorological,  agricultural  and  related  data. 

The  Service  develops  foreign  markets  for  U.S.  farm  products  through  effective  market 
expansion  activities.   It  provides  services  to  the  U.S.  and  foreign  agricultural  trade  sectors 
that  are  necessary  to  establish,  build  and  maintain  overseas  markets  for  U.S.  agricultural 
products.  The  Agricultural  Trade  Act  of  1978  includes  authority  to  establish  up  to  25 
Agricultural  Trade  Offices.   Currently  15  such  offices  are  in  operation  at  key  foreign  trading 
centers  to  assist  U.S.  exporters,  trade  groups  and  state  export  marketing  officials  in  trade 
promotion. 

The  Service  initiates,  directs  and  coordinates  the  Department's  formulation  of  trade  policies 
and  programs  with  the  goal  of  maintaining  and  expanding  world  markets  for  U.S.  agricultural 
productsT  It  monitors  international  compliance  with  bilateral  and  multilateral  trade 
agreements.   It  identifies  restrictive  tariff  and  trade  practices  which  act  as  barriers  to  the 
import  of  U.S.  agricultural  commodities,  then  supports  negotiations  to  remove  them.  It  acts 
to  counter  and  eliminate  unfair  trade  practices  of  other  countries  that  hinder  U.S. 
agricultural  exports  to  third  markets. 

The  service  helps  the  Department  other  Federal  agencies,  and  associated  institutions. 


industries,  and  international  organizations  by  strengthenin 


nine  food  and  agricultural  systems  in 
U.S.  agriculture^  international 


developing  countries  and  at  the  same  time,  strengthen 


competitiveness  and  leadership  through  collaborative  programs.   Direct  program  activities 
include  the  administration  of  the  Cochran  Fellowship  Program  and  management  of  USDA's 
bilateral  exchange  and  cooperative  research  programs  with  foreign  governments  and 
institutions.  At  the  request  of  the  Agency  for  International  Development,  international 
organizations  and  foreign  governments,  technical  assistance  and  training  in  agriculture  and 
rural  development  is  provided  on  a  reimbursable  or  advance  of  funds  basis. 

Headquarters  of  the  Service  is  in  Washington,  D.C.   Work  of  the  Service  is  also  carried  out  in 
75  posts  around  the  world.   As  of  September  30,  1993,  there  were  978  permanent  full-time 
employees,  715  in  headquarters  and  263  in  field  locations  abroad. 
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Available  Funds  and  Staff-Years 

1993  Actual  and  Estimated  1994  and  1995 


1993 

1994 

1995 

Actual 

Estimated 

Estimated 

Staff- 

Staff- 

Staff- 

Item 

Amount 

Years 

Amount 

Years 

Amount 

Years 

Foreign  Agricutlural 

Service 

$125,384,000 

821 

$126,134,000 

815 

$117,606,000 

810 

Obliqations  under 

other  USDA  appro- 

priations: 

Agricultural  Marketing 

Service  for  Cotton 

Research  and  Soybean  Board 

36,000 

-- 

36,000 

-- 

36,000 

— 

Commodity  Credit 

Corporation  for: 

Landsat  Data  and 

support  of  export  progs. 

2,050,000 

2 

2,200,000 

2 

2,200,000 

2 

MPP  Evaluations 

1,000,000 

— 

500,000 

— 

500,000 

— 

Emerging 

Democracies  program 

9,777,516 

-- 

10,000,000 

— 

10,000,000 

— 

Economic  Reasearch 

Service  for  Foreign 

Publication  Procurement 

Program 

4,000 

-- 

4,000 

-- 

4,000 

— 

Departmental 

Administration  for: 

Advisory  Committees 

155,110 

-- 

1 1 1 ,000 

— 

111,000 

— 

Travel/Salary  Reimbursmts. 

118,936 

-- 



— 



— 

Agricultural  Stabilization  and 

Conservation  Service  for: 

Computer  facilities  support 

-- 

-- 

418,000 

— 

— 

— 

Financial  data 

12,400 

-- 

12,000 

— 

12,000 

— 

Agricultural  Plant  Health 

Inspection  Service  for 

Computer  equipment 

17,087 

— 



— ' 



— 

ERS,  ES,  and  AMS  for 

technical  assistance  and 

training  in  Eastern  Europe 

and  the  former  Soviet  Union 

2,000,000 

4 

2,000,000 

4 

2,000,000 

4 

SCS  for  Scientific  &  Technical 

Exchanges 

100,000 

-- 

100,000 

-- 

100,000 

— 

ARS  for  Administration  of 

International  Research 
Total,  Other  USDA  Appropriations 
Total,  Agriculture  Appropriations 

900,000 



900,000 



900,000 

— 

16,171,049 

6 

16,281,000 

6 

15,863,000 

6 

141,555,049 

827 

142,415,000 

821 

133,469,000 

816 

Other  Federal  Funds: 

U.S.A.I.D.  and  others  for 

development  assistance 

30,563,000 

127 

32,000,000 

127 

32,000,000 

126 
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1993 
Actual 

1994 
Estimated 

1995 
Estimated 

ttem 

Amount 

Staff- 
Years 

Amount 

Staff- 
Years 

Amount 

Staff- 
Years 

Non- Federal  Funds: 

3,500,000 
245,000 

95,000 

60,000 

3,900 

1,500 

10 

3,500,000 
255,000 

90,000 

50,000 

3,000 

9,000 

10 

3,500,000 
255,000 

90,000 

50,000 

3,000 

9,000 

10 

Contributions  for  USDA 
development  assistance,  from 
Spain,  Saudi  Arabia,  inter- 
national organizations  and 
universities 
Information  Circulars 
User  Fees  for: 
Attache  Reports 
AIMS  Trade  Leads 
Computer  Time  and  Files 
Export  Sales  Report 
Total,  Non -Federal  Funds 
Total,  Foreign  Agricultural 
Service 

3,905,400 

10 

3,907,000 

10 

3,907,000 

10 

176,023,449 

964 

178,322,000 

958 

169,376,000 

952 

General  Sales  Manager 
Transfer  from  CCC 
Direct  Appropriation 
Credit  Reform  Funds 
from  Other  Accounts: 
CCC  Export  Loans 
Program  Account 
P.L  480  Program  Account 
Total,  General  Sales  Manager 

4,668,000 

2,731 ,000 
1 ,467,000 

46 

51 
48 

4,866,000 

2,792,000 
1,500,000 

46 

51 
48 

4,820,000 

2,837,000 
1 ,524,000 

45 

51 
48 

8,866,000 

145 

9,158,000 

145 

9,181,000 

144 
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Permanent  Positions  by  Grade  and  Staff- Year  Summary 
1993  and  Estimated  1994  and  1995 


1993 

1994 

1995 

Head- 

Head- 

Head- 

Grade 

Quarters 

Field 

Total 

Quartet 

Field 

Total 

Quarters 

Field 

Total 

ES-6 

1 

_  _ 

1 

1 

__ 

1 

1 

__ 

1 

ES-5 

1 

-- 

1 

1 

— 

1 

1 

— 

1 

ES-3 

8 

— 

8 

8 

— 

8 

8 

-- 

8 

ES-2 

2 

— 

2 

2 

— 

2 

2 

— 

2 

ES-1 

2 

— 

2 

2 

— 

2 

2 

-- 

2 

GS/GM-15 

35 

__ 

35 

35 



35 

35 



35 

GS/GM-14 

79 

-- 

79 

77 

-- 

77 

73 

— 

73 

GS/GM-13 

132 

-- 

132 

130 

— 

130 

123 

— 

123 

GS/GM-12 

119 

-- 

119 

117 

-- 

117 

112 

— 

112 

GS/GM-11 

54 

— 

54 

52 

— 

52 

51 

— 

51 

GS/GM-10 

3 

-- 

3 

3 

-- 

3 

3 

— 

3 

GS/GM-9 

41 

—  - 

41 

40 

-- 

40 

40 

— 

40 

GS/GM-8 

12 

— 

12 

12 

— 

12 

12 

— 

12 

GS/GM-7 

84 

— 

84 

84 

-- 

84 

84 

-- 

84 

GS/GM-6 

53 

-- 

53 

53 

-- 

53 

53 

-- 

53 

GS/GM-5 

18 

— 

18 

18 

— 

18 

18 

— i 

18 

GS/GM-4 

8 

— 

8 

8 

— 

8 

8 

— 

8 

GS/GM-3 

2 

-- 

2 

2 

— 

2 

2 

— 

2 

GS/GM-2 

0 

-- 

0 

0 

— 

0 

0 

— 

0 

Other  Graded 

Positions 

100 

114 

214 

100 

114 

214 

100 

114 

214 

Ungraded 

Positions 
Total  Per- 

2 

148 

150 

2 

148 

150 

2 

148 

150 

manent 

Positions 
Unfilled  Positions 

756 

262 

1018 

747 

262 

1009 

730 

262 

992 

end -of -year 
Total,  Permanent 

-38 

— 

-38 

-- 

— 

-- 

— 

-- 



Employment, 

end-of-year 
Staff-Years 

718 

262 

980 

747 

262 

1009 

730 

262 

992 

Ceiling 

835 

274 

1109 

829 

274 

1103 

822 

274 

1096 
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CLASSIFICATION  BY  OBJECTS 
1993  and  Estimated  1 994  and  1995 


Personnel  Compensation: 
Headquarters 

1993 

1994 

1995 

$39,895,215 

$42314.000 

$42241,000 

Field 

20.419.881 

20.984.000 

22^01,000 

1 1  Total  personnel  compensation 

48.358.599 

50,792.000 

51.712.000 

12  Personnel  benefits 

11.465,116 

11.999.000 

12^23.000 

13  Benefits  for  former  personnel 
Total  pers.  comp  &  benefits 

Other  Objects: 

491,381 

507.000 

507,000 

60,315,096 

63,298,000 

64,442,000 

21      Travel 

3,752,683 

4,128.000 

4,063,000 

22     Transportation  of  things 

1.157,627 

1.321.000 

1.356.000 

23.2  Rental  payments  to  others 

7.802.014 

7.218.000 

6,936,000 

23.3  Communications,  utilities 

and  misc.  charges 

3.530.002 

3.529.000 

3,629.000 

24      Printing  and  reprod. 

1.022.981 

1,088.000 

1.115.000 

25     Other  services 

52,996,665 

52,378,000 

42.808.000 

26      Supplies  and  materials 

1,394,925 

1.224,000 

1.282,000 

31       Equipment 

819,488 

415,000 

442000 

42      Insurance  claims  and 

indemnities 
Total  other  objects 
Total  direct  obligations 

832,629 

693.000 

714,000 

73,309.014 

71.994,000 

62.345,000 

133,624,110 

135,292000 

126,787,000 

Position  Data: 


Average  Salary,  ES  positions 
Average  Salary,  FO  positions 
Average  Salary,  GM/GS  positions 
Average  Grade,  GM/GS  positions 


106.171 

65,520 

43,676 

120 


109.887 

67.813 

45205 

12.0 


113.733 

70.187 

46,787 

12.0 


395 


FOREIGN  AGRICULTURAL  SERVICE 
OFFICE  OF  THE  GENERAL  SALES  MANAGER 

The  estimates  include  appropriation  language  for  these  items  as  follows  (new  language 
underscored;  deleted  matter  enclosed  in  brackets): 

Foreign  Agricultural  Service: 

For  necessary  expenses  of  the  Foreign  Agricultural  Service,  including  carrying  out  title  VI 
of  the  Agricultural  Act  of  1954,  as  amended  (7  U.S.C.  1761-1768),  market  development 
activities  abroad,  and  for  enabling  the  Secretary  to  coordinate  and  integrate  activities  of 
the  Department  in  connection  with  foreign  agricultural  work,  including  not  to  exceed 
$128,000  for  representation  allowances  and  for  expenses  pursuant  to  section  8  of  the  Act 
approved  August  3,  1956  (7  U.S.C.  1766),  [$118,02 7,000]  S117.606.000:   Provided,  That  this 
appropriation  shall  be  available  to  obtain  statistics  and  related  facts  on  foreign  production 
and  full  and  complete  information  on  methods  used  by  other  countries  to  move  farm 
commodities  in  world  trade  on  a  competitive  basis:  Provided  further,  That  in  addition, 

1  funds  available  to  the  Department  [of  Agriculture]  shall  be  available  to  assist  an 
international  organization  in  meeting  the  costs,  including  salaries,  fringe  benefits  and  other 
associated  costs,  related  to  the  employment  by  the  organization  of  Federal  personnel  that 
may  transfer  to  the  organization  under  the  provisions  of  5  U.S.C.  3581-3584,  or  of  other 
well-qualified  United  States  citizens,  for  the  performance  of  activities  that  contribute  to 
increased  understanding  of  international  agricultural  issues,  with  transfer  of  funds  for  this 
purpose  from  one  appropriation  to  another  or  to  a  single  account  authorized,  such  funds 

2  remaining  available  until  expended:   Provided  further,  That  the  [Office]  Service  may 
utilize  advances  of  funds,  or  reimburse  this  appropriation  for  expenditures  made  on  behalf 
of  Federal  agencies,  public  and  private  organizations  and  institutions  under  agreements 
executed  pursuant  to  the  agricultural  food  production  assistance  programs  (7  U.S.C  1736) 
and  the  foreign  assistance  programs  of  the  International  Development  Cooperation 

3  Administration  (22  U.S.C.  23921:  Provided  further.  That  beginning  in  fiscal  year  1995. 
administrative  expenses  and  equipment  purchases  previously  funded  by  the  Commodity 
Credit  Corporation  shall  be  funded  from  amounts  under  this  head. 

None  of  the  funds  in  the  foregoing  paragraph  shall  be  available  to  promote  the  sale  or 
export  of  tobacco  or  tobacco  products. 

The  first  change  deletes  unnecessary  words  contained  in  the  appropriations  act. 

The  second  change  reflects  the  merger  of  the  Office  of  International  Cooperation 
Development  with  the  Foreign  Agricultural  Service. 

The  third  change  restricts  the  use  of  CCC  funds  for  administrative  equipment  and  other 
ADP  costs. 

General  Sales  Manager  (Including  transfers  of  funds): 

For  necessary  expenses  of  the  Office  of  the  General  Sales  Manager,  [$9,158,000] 
$9.181.000.  of  which  [$4,866,000  may  be  transferred  from  Commodity  Credit  Corporation 
funds,  $2,792,000]  $2.837.000  may  be  transferred  from  the  Commodity  Credit  Corporation 
Program  Account  in  this  Act,  and  [$1,500,000]  $1.524.000  may  be  transferred  from  the 
Public  Law  480  Program  Account  in  this  Act.   The  General  Sales  Manager  shall  obtain, 
assimilate,  and  analyze  all  available  information  on  developments  related  to  private  sales, 
as  well  as  those  funded  by  the  Corporation,  including  grade  and  quality  as  sold  and  as 
delivered,  including  information  relating  to  the  effectiveness  of  greater  reliance  by  the 
General  Sales  Manager  upon  loan  guarantees  as  contrasted  to  direct  loans  for  financing 
commercial  export  sales  of  agricultural  commodities  out  of  private  stocks  on  credit  terms, 
as  provided  in  titles  I  and  II  of  the  Agricultural  Trade  Act  of  1978,  Public  Law  95-501,  and 
shall  submit  quarterly  reports  to  the  appropriate  committees  of  Congress  concerning  such 
developments. 

None  of  the  funds  in  the  foregoing  paragraph  shall  be  available  to  promote  the  sale  or 
export  of  tobacco  or  tobacco  products. 
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Appropriations  Act,  1 994 

Budget  Estimate.  1 995  

Decrease  In  Appropriations  

Adpjstments  In  1 994: 

Appropriations  Act,  1994    $118,027,000 

Transfer  from  Commodity  Credit  Corporation  a/ 8,107,000 

Adjusted  base  fa  1 994 

Budget  Estimate,  1 996 

Decrease  over  adlusted  1 994 

a/  Reflects  direct  appropriation  of  $8,107,000  for  administrate 
equipment  and  other  ADP  costs  previously  funded  from  CCC. 

SUMMARY  OF  INCREASES  AND  DECREASES 

(On  basis  of  adjusted  appropriation) 

1994  Other 

Item  of  Change  Estimated  Pay  Cost  Changes 

Foreign  Agricultural  Affairs  $36,867,000  $121,000  $1,102,000 
Foreign  Market  Information 

and  Access  26,884,000  399,000  58,000 

Foreign  Market  Development  55.421,000  93,000  (10,134,000) 
International  Cooperation  and 

Development  6,962.000                31,000  (198,000) 

Total  Available  126,134,000  644,000  (9,172,000) 


$118,027,000 

117,606,000 

(421 ,000) 


126,134,000 

117,606,000 

(8,528.000) 


1995 
Estimated 

$38,090,000 

27,341,000 
45,380,000 

6,795,000 

117,606,000 


PROJECT  STATEMENT 

(On  basis  of  adjusted  appropriation) 
(Dollars  in  Thousands) 


1    Foreign  Agricultural 
Affairs  

2.  Foreign  Market 

Information  and 
Access  

3.  Foreign  Market 

Development 

4    International  Cooperation 

and  Development    b/ 
Unobligated  Balance  .... 
Total  available  or 

estimate 
Transfer  from  Commodity 
Credit  Corporation  .... 
Total,  Appropriation 

1993 
Actual 

1994 

Estimated 

Increase 

or 
Decrease 

1996 
Estimated 

Amount 

Staff- 
Years 

Amount 

Staff- 
Years 

Amount 

Staff  - 
Years 

$36,571,762 

26,344.968 

55,022.380 

6£19,000 
625,890 

299 

261 

195 

66 

$36,867,000 

26,884,000 
55,421,000 

6,962.000 

298 

255 

194 

68 

$1,223,000    (1) 

457,000     (2) 

(10,041,000)    (3) 

(167,000)   (4) 

$38,090,000 

27,341,000 

45,380.000 

6,795,000 

298 

254 

194 
64 

125,384,000 

821 

126,134,000 

815 

(8,528.000) 

117.606,000 

810 

(8.114,000) 

, 

(8,107,000) 

__ 

117,270,000 

821 

118,027,000 

815 

b/  In  FY  1993,  funding  was  provided  to  the  Office  of  International  Cooperation  and  Development- 
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EXPLANATION  OF  PROGRAM 

The  Foreign  Agricultural  Service  appropriation  funds  the  activities  authorized  by  the 
Agricultural  Act  of  1954  (P.L.  690),  as  amended.  The  activities  carried  out  are  as  follows: 

FOREIGN  AGRICULTURAL  AFFAIRS  -  This  program  area  conducts  activities  contributing 
to  five  major  objectives.  The  objectives  and  their  respective  workload  and  achievement  indices 
are  as  follows: 

1.  Collecting,  interpreting  and  analyzing  marketing,  economic  and  trade  information  from 
foreign  areas  essentiafto  the  administration  of  U.S.  foreign  agricultural  policies  and 
programs;  this  information  is  disseminated  to  farmers  for  use  in  planning  and  marketing 
decisions.   Counselors  and  attaches  submit  approximately  5,500  reports  annually  on 
production,  marketing,  economic  and  trade  information. 

2.  Providing  guidance  and  field  supervision  to  cooperators  implementing  market  development 
and  related  projects  overseas.   Annually,  counselors  and  attaches  provide  over  3,000  trade 
leads  and  write  tens  of  thousands  of  letters  and  faxes  responding  to  inquiries  regarding  U.S. 
and  host  country  agriculture. 

3.  Representing  global  U.S.  agricultural  trade  policy  interests,  with  particular  emphasis  on 
obtaining  improved  access  for  U.S.  farm  exports.   Over  1,000  special  trade  access 
communications  are  sent  each  year  containing  direct  support  for  the  U.S.  export  trade. 

4.  Contributing  mission  support  including  guidance  and  assistance  to  agricultural  development 
programs  in  less-developed  friendly  countries.   As  members  of  Embassy  country  teams, 
counselors  and  attaches  provide  technical  guidance  on  U.S.  agricultural  developments. 

5.  Providing  representation  at  international  meetings,  assistance  to  U.S.  delegates  attending 
international  agricultural  fora,  and  service  to  other  USDA  agency  programs. 

FOREIGN  MARKET  INFORMATION  AND  ACCESS  -  This  activity  consists  of  two 
program  areas-commodity  programs  and  international  trade  policy.   These  functions,  their 
related  objectives,  and  their  respective  workload  and  achievement  indices  are  discussed  below. 


The  program  areas  prepare  and  disseminate  approximately  130  commodity  circulars  covering 
over  100  commodities,  12  World  Agricultural  Production  reports,  four  issues  of  the  Outlook 
for  U.S.  Agricultural  Exports  published  jointly  with  the  Economic  Research  Service,  the 
monthly  Agricultural  Trade  Highlights  and  make  a  major  contribution  to  the  USDA's  12 


World  Agricultural  Supply  and  Demand  Estimates  reports.   In  addition  to  published 
documents,  numerous  current  information  reports  and  ad  hoc  analyses  are  prepared  for 
internal  use  by  the  Administrator  and  other  policy  officials  of  the  Department.   These  reports 
include  the  Desk  Top  Guide  to  U.S.  Agricultural  Trade,  the  country  financial  risk  analysis  for 
potential  countries  eligible  for  GSM  credit  programs,  and  daily /weekly  commodity  Price  and 
Key  Developments  reports  and  the  weekly  Export  Enhancement  Program  update  report. 

1.  Commodity  Programs  -  This  program  area  conducts  activities  contributing  to  six  major 
objectives.   The  objectives  addressed  and,  where  feasible,  their  respective  workload  and 
achievement  indices  are  as  follows: 

a.  Providing  American  farmers,  traders,  agribusiness  leaders,  and  policy  makers  with  timely 
estimates  and  forecasts  of  world  agricultural  production.   These  areas  also  provide 
primary  input  to  commodity  program  operations  and  prepare  the  monthly  World 
Agricultural  Production  report.    These  ongoing  programs  involve  preparation  of  monthly 
estimates  of  major  field  crops,  biannual  estimates  of  horticultural  and  tropical  crops  and 
annual  estimates  of  forest  products  and  livestock  production. 

b.  Providing  analysts  and  counselors/attaches  with  current  information  on  the  existence, 
extent,  and  probable  impact  of  weather-related  events  on  foreign  crop  conditions. 

c.  Providing  American  farmers,  traders,  and  agribusiness  leaders  with  timely  and  accurate 
information  on  world  supply  and  demand  of  U.S.  agricultural  products.   Data  analyses  of 
factors  such  as  trade  potential,  prices,  supply,  consumption,  and  overall  demand  are 
conducted  by  commodity  specialists.   The  impact  these  factors  have  upon  U.S. 
agricultural  exports  and  market  development  activities  are  a  particular  focus  of  the 
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commodity  programs  area.  These  analyses  are  distributed  on  a  timely  basis  to  the  U.S. 
agricultural  community  through  FAS  circular  publications,  participation  in  trade  and 
business  conferences  and  meetings,  and  U.S.  trade  organizations. 

d.  Providing  U.S.  Government  policymakers  adequate  information  with  which  to  make 
decisions  regarding  U.S.  and  international  agricultural  interests.  Advanced  economic 
analyses  are  conducted  to  examine  the  data  and  produce  short-term  commodity  forecasts, 
commodity  status  summaries  and  market  potential  assessments  on  a  country  and  area 
basis.   These  data  are  utilized  as  key  inputs  in  the  decisionmaking  process  regarding 
domestic  farm  policies,  foreign  trade  negotiations  and  agreements,  and  market 
development  programs. 

e.  Fulfilling  U.S.  legislative  requirements: 

(1)  Day-to-day  administration  of  the  Meat  Import  Act  (P.L.  96-177)  in  cooperation  with 
the  U.S.  Customs  Service  and  such  other  special  actions  as  are  necessary. 

(2)  Administration  of  quota  cheese  pricing  limitations  prescribed  in  Section  702  of  the 
Trade  Agreements  Act  of  1979  (PL-  96-39). 

(3)  Analysis  and  evaluation  of  the  role  of  sugar  in  world  trade  patterns. 

(4)  Countering  unfair  trade  practices  and  commodity  analysis  for  the  Market  Promotion 
Program  mandated  in  Section  203  of  the  Agricultural  Trade  Act  of  1978,  as 
amended. 

(5)  Countering  unfair  trade  practices  and  commodity  analysis  for  the  Export 
Enhancement  Program,  the  Dairy  Export  Incentive  Program  the  Sunflowerseed  Oil 
Assistance  Program  and  the  Cottonseed  Oil  Assistance  Program. 

f.  Providing  support  and  services  to  an  export  expansion  effort  conducted  in  cooperation 
with  commodity  associations,  State  Departments  of  Agriculture  and  private  exporters  to 
the  benefit  of  the  U.S.  agricultural  sector.  Special  studies  are  made  on  a  country,  region, 
and  world  basis  for  assigned  commodities  to  identify  market  opportunities,  to  determine 
the  likely  impact  of  competition  from  other  countries,  and  to  plan  strategic  promotional 
activities  to  enhance  U.S.  agricultural  exports. 

The  information  contained  in  these  analyses  is  collected  via  a  comprehensive  agricultural 
attache  reporting  system,  analyzed  in  a  timely  manner,  and  promptly  reported  to 
domestic  producers,  exporters,  policymakers,  the  public  and  other  interested  users. 
Particular  emphasis  is  placed  on  disseminating  current  information  on  foreign  market 
situations  ana  forecasting  trends  in  foreign  agricultural  supply  and  demand. 

Special  studies  are  made  on  a  country,  area,  foreign  and  world  basis  for  assigned 
commodities  to  identify  market  opportunities,  antf  determine  the  likely  impact  of 
competition  from  other  commodities  and  countries  on  U.S.  exports.   Also,  economic 
analyses  are  made  covering  weekly  reports  submitted  by  exporters  showing  their 
shipments  to  date  and  outstanding  sales. 

2.  International  Trade  Policy  -  This  program  area  conducts  activities  contributing  to  the 
following  major  objectives: 

a.  Supporting  bilateral  and  multilateral  representations  and  negotiations  focused  on 
reducing  trade  barriers  to  U.S.  agricultural  exports  and  preserving  concessions  obtained 
in  trade  negotiations. 

b.  Providing  support  to  the  United  States  Trade  Representative  (USTR)  in  conducting  and 
implementing  results  of  trade  negotiations  and  in  managing  domestic  complaint 
mechanisms. 

c.  Initiating  and  supporting  work  activities  on  trade  and  commodity  issues  that  arise  in 
international  fora  such  as  GATT,  OECD,  UNCTAD  and  FAO  so  as  to  facilitate  U.S. 
agricultural  exports. 
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d.  Administering  U.S.  agricultural  import  policies  under  Section  22  and  other  domestic 
legislation  in  ways  which  will  be  consistent  with  the  purposes  and  requirements  of  the 
statutes. 

e.  Supporting  the  development  of  new  U.S.  legislation  to  facilitate  U.S.  exports  or  defend 
U.S.  producers  against  unfair  trade  practices  and  harmful  competition. 

f.  Maintaining  a  Food  Safety  and  Technical  Office  to  help  protect  U.S.  rights  under  the 
Standards  Code,  providing  information  on  Code  benefits,  and  helping  citizens  to 
comment  on  foreign  proposals  for  new  standards-related  laws. 

g.  Assisting  agricultural  exporters  who  need  foreign  market  information  as  well  as  those 
who  believe  they  have  been  injured  by  unfair  trade  practices,  and  coordinating  reports  on 
foreign  agricultural  export  assistance  and  market  opportunities  for  U.S.  agricultural 
exporters  through  the  Trade  Assistance  and  Promotion  Office. 

h.  Improving  the  quality  and  timeliness  of  agricultural  counselor/attache  reporting  and 
exchanging  of  information  between  Washington-based  analysts  and  overseas 
counselors/attaches;  and  substantially  increasing  the  timeliness  of  information  to  the  U.S. 
trade  using  the  Global  Economic  Data  Exchange  System. 

i.  Providing  American  farmers,  traders,  agribusiness  leaders,  and  policy  makers  with 
information  on  U.S.  and  foreign  trade,  economic  indicators,  and  tariff  and  other 
restrictions  affecting  trade. 

j.  Monitoring  and  reporting  on  exports  of  selected  U.S.  agricultural  commodities. 

FOREIGN  MARKET  DEVELOPMENT  -  Provides  funding  so  that  industry  groups  working 
in  concert  with  FAS,  or  FAS  working  alone,  may  conduct  market  development  activities.   The 
major  objectives  and  applicable  achievements  are  as  follows: 

1.  Enabling  producers  and  other  sectors  of  the  U.S.  economy  to  jointly  and  systematically 
develop  and  expand  overseas  markets.   In  1954,  the  Foreign  Agricultural  Service  (FAS)  was 
authorized  to  begin  using  foreign  currencies  generated  by  the  Public  Law  480  program  to 
finance  overseas  market  promotion  activities  for  U.S.  farm  commodities.   Since  that  time, 
FAS  has  spent  about  $621  million  to  finance  the  foreign  market  development  program, 
which  has  contributed  to  the  increase  in  U.S.  farm  exports  from  $3.1  billion  in  fiscal  year 
1955  to  $42.5  billion  in  fiscal  year  1993.  The  program  is  jointly  sponsored  with  nonprofit 
private  trade  and  producer  associations  in  this  country  (U.S.  cooperators)  which  have 
generated  approximately  $1.31  billion  in  contributions  to  more  than  match  the  $621 
million  contributed  by  FAS. 

Under  the  auspices  of  FAS'  long-term  Foreign  Market  Development  Cooperator  Program, 
FAS  is  currently  participating  with  41  cooperators,  four  state  regional  organizations  and  the 
National  Association  of  State  Departments  of  Agriculture  in  sponsoring  continuous  and 
long-term  projects.   FAS  also  assists  supporting  56  permanently  staffea  cooperator  offices 
overseas  wnich  conduct  promotion  activities  in  more  than  130  foreign  markets. 

Complementing  the  long-term  Foreign  Market  Development  Program  is  the  Market 
Promotion  Program  (MPP)  mandated  by  Section  203  of  the  Agricultural  Trade  Act  of  1978, 
as  amended.   The  MPP  provides  promotional  assistance  for  U.S.  agricultural  products 
including  those  U.S.  agricultural  products  whose  exports  have  been  hurt  by  unfair  foreign 
trade  practices.  The  number  of  participating  trade  organizations  totals  66,  of  which  13  are 
new  participants  in  market  development  programs  overseas.   An  additional  200  U.S.  private 
firms  are  also  expected  to  participate  in  the  1994  MPP  program  through  four  regional  state 
organizations  as  part  of  a  high  value  export  program  that  promotes  processed,  brand 
identified  products.   During  the  three  years  of  the  MPP,  $648  million  has  been  allocated  to 
partially  reimburse  the  costs  of  conducting  over  5,000  activities  worldwide. 

2.  Conducting  trade  fairs  and  food  exhibits  to  enhance  the  image  of  U.S.  food  products 
overseas  by  using  product  displays,  point-of-purchase  activities  to  draw  consumer  attention 
to  quality  U.S.  food  products,  sales  teams,  and  providing  other  assistance  designed  to  link 
potential  buyers  with  U.S.  exporters. 
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3.  FAS  has  established  Agricultural  Trade  Offices  in  the  major  markets  of  South  America, 
Europe,  Africa,  Asia  and  the  Middle  East  to  help  U.S.  exporters  compete  by  supplying 
up-to-the-minute  information  on  potential  customers  and  promotional  opportunities.   U.S. 
exporters  or  representatives  of  trade  associations,  export  cooperatives  or  state  departments 
of  agriculture  use  these  trade  offices  as  home  bases  while  overseas.   There  are  currently 
fifteen  Agricultural  Trade  Offices  located  in  London,  England;  Hamburg,  Germany;  Hong 
Kong;  Singapore;  Seoul,  Korea;  Manama,  Bahrain;  Mexico  City,  Mexico;  Caracas, 
Venezuela;  Beijing  and  Guangzhou,  the  People's  Republic  of  China;  Tunis,  Tunisia; 
Jeddah,  Saudi  Arabia;  Algiers,  Algeria;  and  Osaka  and  Tokyo,  Japan 

INTERNATIONAL  COOPERATION  AND  DEVELOPMENT  -  Provides  funds  to  be  used  to 
develop,  implement,  and  evaluate  USDA's  policies  and  programs  for  agricultural  cooperation 
and  development  throughout  the  world. 

1.  Scientific  Exchanges.  USDA  maintains  scientific  and  technical  exchange  programs  with 
foreign  governments  and  research  institutions,  as  authorized  by  Section  1436  of  the 
Agriculture  and  Food  Act  of  1981.  These  activities  include  the  exchange  of  agricultural 
data  and  the  collection  of  exotic  germplasm  and  biological  materials  which  have  the 
potential  to  improve  U.S.  crops,  forestry,  and  livestock.   These  exchanges  also  strengthen 
the  role  of  science  and  technology  in  the  efforts  to  stabilize  world  food  supplies  and  to  use 
world  resources  more  efficiently.   Costs  are  shared  with  participating  entities. 

2.  International  Research.   This  activity  involves  managing  the  Department's  international 
research  activities  in  cooperation  with  various  USDA  agencies,  U.S.  agricultural  institutions, 
and  foreign  research  institutions.  These  collaborative  research  efforts  yield  information 
valuable  for  the  protection  of  U.S.  agriculture  from  foreign  pests  and  diseases,  for 
increasing  domestic  productivity,  and  for  reducing  the  threat  of  hunger  and  malnutrition 
overseas. 

Research  is  undertaken  through  a  variety  of  binational  agreements  and  funding 
mechanisms,  including  the  United  States'  treaty  with  Spain  and  the  U.S.-Israel  Binational 
Agriculture  Research  and  Development  Fund.   Under  Section  1436  of  the  Agriculture  and 
Food  Act  of  1981,  this  activity  fosters  the  participation  of  U.S.  land-grant  colleges  in 
research  abroad. 

3.  International  Organizations.   This  activity  involves  coordinating  USDA's  and  the  U.S. 
Government's  participation  in  approximately  30  international  organizations  concerned  with 
food,  agriculture,  ana  rural  development.  Through  this  activity,  USDA  is  represented  in 
the  organizations'  planning,   U.S.  interests  are  advanced,  U.S.  agriculture  is  protected,  and 
U.S.  delegations  to  international  agricultural  conferences  are  organized. 

4.  Targeted  Development.   The  major  purpose  of  these  programs  is  to  help  increase  global 
consumption  of  nutritious  food,  thereby  serving  both  a  humanitarian  role  in  target  countries 
and  a  long-term  market  expansion  role.   Agribusiness  seminars  and  trade  and  investment 
missions  are  conducted  ana  the  private  sector  is  encouraged  to  participate  in  economic 
development.  The  Agricultural  Information  Center  serves  as  a  central  point  of  contact  for 
inquiries  from  the  private  sector  and  developing  countries  on  trade  and  investment 
opportunities  in  the  Caribbean  region. 

5.  Cochran  Fellowship  Program.   This  program  involves  the  training  of  mid-and  upper-level 
managers  from  countries  which  no  longer  aualify  for  U.S.  foreign  economic  assistance 
programs,  and  those  for  which  the  potential  exists  to  expand  U.S.  exports  of  high  value 
products.   The  program  is  also  authorized  to  provide  training  to  participants  from  the 
emerging  democracies,  and  the  Newly  Independent  States  ofthe  former  Soviet  Union.   The 
program  aims  to  establish  and  maintain  contacts  with  officials  in  these  countries  and  to 
nurture  opportunities  for  trade  with  the  United  States. 

REVIEWS  IN  PROGRESS  DURING  FY  1994 

GAP  Reviews 

Code  Review  of  Agricultural  Trade  Office         Review  of  program  administration 

483568  Activities 
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Code 
472290 


Code 
280018 

Code 
150806 

Code 
150908 

Code 
711019 

Code 

150325 

Code 
280079 

Code 
150049 

Code 

280071 


Code 
280049 

Code 
511375 


Review  of  U.S.  Participation  in 
the  United  Nations  Food  and 
Agriculture  Organization  (FAO) 

Review  of  Generalized  System  of 
Preferences  Program 

USDA  Administrative  Activities 


Review  of  USDA's  Agencies  with 
Marketing  Responsibilities 


Review  of  program  administration 


Review  of  program  effectiveness 


Review  of  agency  management 


Review  of  program  administration 


Overseas  Staffing  at  U.S.  Diplomatic        Review  of  agency  management 
Posts 


Aquaculture  Issues  Review  of  program  administration 

Review  of  program  administration 
Review  of  USDA's  Cotton  Program  Review  of  program  administration 


Export  Promotion  of  High  Value 
Agriculture  Products 


Review  of  the  Implementation  of  1992     Review  of  program  administration 
U.S.-China  Memoranda  of  Understanding 
on  Market  Access  and  Intellectual 
Property  Rights 

Review  of  FAS  Resource  Utilization        Review  of  agency  management 
Survey  of  USDA  Telecommunications      Review  of  agency  management 


PIG  Audits 
07099-27-Hy 

07020-5-Hy 

50600-8-At 

50099-35-At 

50600-7-At 

50099-38-At 

50566-27-SF 


Implementation  of  Audit  Recommen-       Review  of  program  management 
dations  Related  to  Market  Development 


Survey  of  Market  Promotion 
Program 

World  Market  Prices  for  Cotton 
and  Rice 

Audit  of  Departmental  Compliance 
with  PL  101-121  (Byrd  Amendment) 

Federal  Employees  Compensation 
Act  Program 

Audit  of  Departmental  Compliance 
with  PL  101-121  (Byrd  Amendment) 

A- 128  Audit  Report  on  the  Hawaii 
State  Department  of  Agriculture  for 
the  FY  ended  6/30/92 


Survey  of  program  administration 


Review  of  trade  opportunities 


Review  of  agency  management 


Review  of  agency  management 


Review  of  agency  management 


Review  of  agency  management 
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REVIEWS  COMPLETED  DURING  FY  1993 


GAP  Reviews 


Code 
483581 

Code 
483579 

Code 
483571 

Code 
150033 

Code 
483586 

Code 
150604 

Code 

462605 


Code 
483591 

Code 
973358 


Code 
483631 

Code 
150110 


Code 
280001 

Code 

472279 

Code 
280003 

Code 
150902 

Code 

280022 


Code 
150614 

Code 
280027 

Code 
150040 


Trade  Shows  Review  of  program  effectiveness 

Effectiveness  of  TEA  Program  Review  of  program  administration 

Advertising  and  Promotion  U.S.  Review  of  program  administration 

Cigarettes  in  Selected  Asian  Countries 


Sugar  Program 


Review  of  agency  management 


Iraq's  Participation  in  U.S.  Agricultural    Review  of  program  administration 
Export  Programs 


Safety  of  New  Food  Technology 

Review  of  Staffing  and  Organization 
Issues  at  U.S.  Embassies  and 
Consulates  in  Japan  and  Korea 

Study  of  the  U.S.-Canada  Free  Trade 
Agreement 

Review  of  OECD  Member  Nations 
Agricultural  Standards,  Regulations 
and  Enforcement  Measures 

Trade  and  Investment  Reforms  in 
Chile 

Evaluation  of  Government  and 
Industry  Efforts  to  Develop  New 
Markets  for  Dairy  Products 

Review  of  Multilateral  Trade 
Negotiations  on  Agriculture 

Use  of  Limited  Career  Extensions 
(LCE's)  in  the  Foreign  Service 

Overall  Management  of  FAS 
Forest  Product  Competitiveness 


North  American  Free  Trade 
Agreement:   Snapback  Tariff  and 
Its  Implications 

U.S.  vs.  Foreign  Inspection 
Standards 

Review  of  MERCOSUR'S  Trade  and 
Investment  Reforms 

Interim  Review  of  1995  Farm  Bill 


Review  of  program  management 
Review  of  agency  administration 

Review  of  trade  opportunities 
Review  of  foreign  standards 

Review  of  foreign  standards 
Review  of  program  effectiveness 

Review  of  program  administration 
Review  of  agency  management 
Review  of  agency  management 
Review  of  trade  opportunities 
Review  of  trade  opportunities 

Review  of  program  administration 
Review  of  trade  opportunities 
Forward  planning 
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Code 
280029 

Code 
966505 

Code 
966525 

Code 

280014 


Code 
483639 

Code 
150413 

Code 
280020 

PIG  Audits 

07099-26-Hy 

50099-38-FM 

07099-28-Hy 
50099-36-At 

50568-552-SF 


Potential  for  Increased  Agricultural 
Exports  to  East  Asian  Countries 

Quality  Management  -  Survey  of 
Federal  Organizations 

Survey  of  Personnel  Involved  in  Public 
and  Congressional  Affairs 

International  Trade:  Restrictions  on 
U.S.  Racehorses  in  Foreign  Country 
Races 

Review  of  U.S.  High  Value 
Agricultural  Products 

Coordination  of  Federal  Programs 
that  Affect  Rural  Areas 

North  American  Free  Trade  Agreement 
(NAFTA) 


Review  of  trade  opportunities 


Survey  of  agency  management 


Survey  of  agency  management 


Review  of  foreign  programs 


Review  of  program  management 


Review  of  agency  management 


Review  of  program  administration 


Compliance  Review  Program 


Review  of  agency  management 


Compliance  With  Domestic  Commodity  Review  of  program  administration 
Origin  Requirements 

Survey  of  Export  Enhancement  Program  Review  of  program  effectiveness 

Compliance  with  Requirements  of  Review  of  agency  management 

PL  100-690  -  "Drug-Free  Workplace 
Act  of  1988" 


A- 128,  State  of  Alaska  for  the  FY 
ended  6/30/91 


Review  of  agency  management 


JUSTIFICATION  OF  INCREASES  AND  DECREASES 


1.   An  increase  of  $1.223.000  for  Foreign  Agricultural  Affairs  ($36.867.000  available  in 
Fiscal  Year  1994)  consisting  of: 

(a)  An  increase  of  $1.466.000  for  overseas  wage  and  price  increases- 
Need  for  Change:   This  increase  will  support  our  existing  Agricultural  Counselor  and 
Attache  offices  at  current  levels.   On  a  worldwide  basis,  total  costs  excluding  American 
personnel  compensation  are  expected  to  increase  in  fiscal  year  1995  by  7.8  percent, 
about  the  same  level  as  projected  for  fiscal  year  1994. 

Foreign  Service  National  personnel  compensation  rates  are  established  by  the  State 
Department.   Other  costs  reflect  the  estimates  contained  in  individual  post  fiscal  year 
1994  financial  plans  prepared  by  FAS  Counselors  and  Attaches  around  the  world. 

Nature  of  Change:   Based  on  the  fiscal  year  1994  post  financial  plan  estimates, 
fiscal  year  1995  overseas  operating  budgets  will  be  adjusted  upward  by  $1,466,000  in 
order  to  maintain  current  services. 

(c)  An  increase  of  $121.000  for  Fiscal  Year  1995  pay  costs. 

(d)  An  increase  of  $76.000  for  domestic  inflation. 

(e)  A  decrease  of  $440.000  for  administrative  efficiency. 
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Need  for  Change:  In  support  of  the  President's  Executive  Order  to  promote  the 
efficient  use  of  resources  for  administrative  purposes,  USDA  is  committed  to  reducing 
administrative  costs. 

Nature  of  Change:   In  order  to  achieve  these  savings,  FAS  will  reduce  discretionary 
expenses  by  $440,000  in  fiscal  year  1995,  through  the  Global  Review  of  overseas 
offices.  This  annual  review  evaluates  the  FAS  overseas  office  configuration  in  the 
context  of  changing  international  priorities  and  the  need  to  reduce  expenses.  Through 
this  process,  savings  in  such  areas  as  overseas  office  rents,  Foreign  Service  National 
compensation  and  payments  to  the  Department  of  State  for  administrative  costs  will  be 
achieved  by  downsizing  selected  offices  as  needed. 

2.  An  increase  of  $457.000  for  Foreign  Market  Information  and  Access  ($26.884.000  available 
in  fiscal  year  1994)  consisting  of: 


(a)  An  increase  of  $318.000  for  IRM  costs  for  the  Commodity  Credit  Corporation 
Computer  Facility  previously  funded  through  CCC  which  will  now  to  be  fundec 
through  the  annual  FAS  appropriation 


(b)  An  increase  of  $399.000  for  fiscal  year  1995  pav  costs. 

(c)  An  increase  of  $228.000  for  domestic  inflation. 

(d)  A  decrease  of  $488.000  and  1  staff-year  for  administrative  efficiency  and  to  meet 
targets  established  for  the  reduction  of  Federal  employment. 

Need  for  Change:  In  support  of  thePresident's  Executive  Order  to  promote  the 
efficient  use  of  resources  for  administrative  purposes,   USDA  is  committed  to 
reducing  administrative  costs. 

Nature  of  Change:      In  order  to  achieve  these  savings,  FAS  will  reduce  discretionary 
expenses  by,  $488,000  in  fiscal  year  1995,  by  the  elimination  of  one  staff-year  and  by 
reducing  expenditures  in  such  areas  as  travel,  training,  and  equipment. 

3.  An  decrease  of  $10.041.000  for  Foreign  Market  Development  ($55.421.000)  available  in 
fiscal  year  1994)  consisting  of  : 

(a)  A  decrease  of  $10.000.000  in  Foreign  Market  Development  Cooperator  Program 
funding. 

Need  for  Change:   In  order  to  encourage  the  private  sector  to  assume  greater 
responsibility  for  developing  overseas  markets,  the  government's  historical  contribution 
level  to  this  cost-sharing  program  will  be  reduced  from  50  percent  to  33  percent. 

Nature  of  Change:   Federal  funds  used  to  support  administrative  expenses  for 
participants  in  established  markets  will  be  scaled  down.    Federal  support  will  focus  on 
participant  expansion  into  less  developed  areas  of  the  world  where  the  greatest  market 
development  potential  exists. 

(b)  An  increase  of  $766.000  for  overseas  wage  and  price  increases. 

Need  for  Change:   This  increase  will  support  our  existing  Agricultural  Trade  Offices  at 
current  levels.   On  a  world-wide  basis,  total  costs  for  these  offices,  excluding  American 
personnel  compensation,  are  expected  to  increase  in  fiscal  year  1995  by  7.3  percent, 
about  the  same  level  as  fiscal  year  1994. 

FSN  personnel  compensation  rates  are  established  by  the  State  Department.   Other 
costs  reflect  the  estimates  contained  in  individual  post  financial  plans  prepared  by  FAS 
Trade  Officers  around  the  world. 

Nature  of  Change:   Based  on  the  fiscal  year  1994  post  financial  plan  estimates, 
fiscal  year  1995  overseas  operating  budgets  will  be  adjusted  upward  by  $766,000  in 
order  to  maintain  current  services. 


405 


(c)  An  increase  of  $93.000  for  fiscal  year  1995  pav  costs. 

(d)  An  increase  of  $144.000  for  domestic  inflation. 

(e)  A  decrease  of  S  1.044.000  for  administrative  efficiency. 

Need  for  Change:  In  support  of  the  President's  Executive  Order  to  promote  the 
efficient  use  of  resources  for  administrative  purposes,  USDA  is  committed  to  reducing 
administrative  costs. 

Nature  of  Change:   In  order  to  achieve  these  savings,  FAS  will  reduce  discretionary 
expenses  by,  $1,044,000  in  fiscal  year  1995.  This  will  include  a  reduction  of  $348,000 
for  Agricultural  Trade  Offices  and  a  reduction  of  $696,000  in  Market  Development 
activities  including  a  reduction  of  $600,000  in  the  Cooperator  Program  and  $96,000 
associated  with  in-country  promotion  efforts. 

4.   A  net  decrease  of  $167.000  for  International  Cooperation  and  Development  ($6.962.000 
available  in  fiscal  year  1994)  consisting  of: 

(a)  A  decrease  of  $200.000  and  4  staff  years- 
Need  for  Change.  This  change  supports  the  President's  Executive  Order  mandating  a 
reduction  of  100,000  Federal  positions  by  fiscal  year  1998. 

Nature  of  Change.  Four  staff  years  related  to  the  implementation  and  support  of 
scientific  exchanges  and  liaison  with  international  organizations,  and  administrative 
support  will  be  eliminated. 

(b)  A  decrease  of  $96.000  for  administrative  efficiency- 
Need  for  Change:   In  support  of  the  President's  Executive  Order  to  promote  the 
efficient  use  of  resources  for  administrative  purposes,  USDA  is  committed  to  reducing 
administrative  costs. 

Nature  of  Change:    In  order  to  achieve  these  savings,  FAS  will  reduce  discretionary 
expenses  by,  $96,000  in  fiscal  year,  in  areas  such  as  travel,  training  and  equipment. 

(c)  An  increase  of  $31.000  for  pay  increases. 

(d)  An  increase  of  $98.000  for  inflation  in  travel  and  per  diem  costs  fboth  domestic  and 
international)  for  participants  in  research,  exchange,  andtrairung  programs,  and  for 


inflationary  increases  in  research  and  participani "training  programs. 


Foreign  Agricultural  Service 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS  AND  STAFF -YEARS 
1993  and  Estimated  1994  and  1995 


1993 

1994 

1995 

Amount 

Staff- 
Years 

Amount 

Staff- 
Years 

Amount 

Staff- 
Years 

District  of 
Columbia 

Overseas 

Total  Available 
or  Estimate 

$51,636,288 
73,121.822 

701 
263 

$52,907,000 
73,227.000 

695 
263 

$52,526,000 
65,080,000 

689 
263 

124.758.110 

964 

126.134.000 

958 

117,606.000 

952 
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FOREIGN  AGRICULTURAL  SERVICE 
STATUS  OF  PROGRAM 


U.S.  agricultural  exports  are  estimated  to  have  reached  $42.5  billion  in  fiscal  year  1993,  up  a 
modest  $200  million  from  the  previous  year's  level  and  creating  close  to  a  million  jobs 
throughout  the  U.S.  economy.  Fiscal  year  1993  was  the  second  highest  sales  year  on  record, 
excluded  only  by  1981's  figures  of  $43.8  billion.  Compared  to  1992,  sales  of  bulk  and 
intermediate  products  each  fell  3  percent  in  terms  of  value.  On  the  other  hand,  value-added 
consumer  food  exports  rose  8  percent  or  $1.1  billion  to  set  a  record  $14.6  billion  for  this 
category.   Overall,  U.S.  agricultural  exports  are  expected  to  remain  unchanged  at  $42.5  billion 
in  fiscal  year  1994. 

Current  Activities:  The  Foreign  Agricultural  Service  network  of  agricultural  counselors, 
attaches,  and  trade  officers  serves  as  U.S.  agriculture's  frontline  in  international  markets, 
covering  over  133  countries  and  territories.  Overseas  officers  defend  U.S.  agricultural 
interests  against  the  adverse  actions  of  foreign  governments,  protect  and   improve  market 
access  for  U.S.  products,  help  in  market  development  efforts,  and  provide  U.S.  producers  and 
exporters  with  a  wealth  of  world  agricultural  trade  and  production  information. 

The  1993  Market  Promotion  Program  (MPP)  provided  $147  million  to  help  U.S.  producers 
and  other  organizations  finance  overseas  promotional  activities  for  a  wide  variety  of  U.S. 
agricultural  products.  Funds  to  develop  new  markets  and  increase  U.S.  agricultural  exports 
were  also  provided  to  the  U.S.  private  sector  through  the  Foreign  Market  Development 
Program. 

Agricultural  export  sales  under  the  Export  Enhancement  Program  (EEP)  were  valued  at  more 
than  $3.1  billion  in  fiscal  year  1993.  Over  $967  million  was  awarded  in  bonuses  to  exporters 
to  help  U.S.  agricultural  products  compete  in  many  major  markets  ~  the  third  highest  amount 
on  record.   Other  programs  similar  to  the  EEP  helped  U.S.  sales  of  sunflowerseed  oil, 
cottonseed  oil,  and  dairy  products.  All  of  these  programs  were  modified  to  facilitate  exports 
using  compensatory  forms  of  trade,  which  resulted  in  exports  of  over  2  million  tons  of 
agricultural  commodities  to  the  countries  of  the  former  Soviet  Union. 

CCC  export  credit  guarantee  programs  helped  to  assure  the  availability  of  credit  to  finance 
commercial  U.S.  agricultural  exports.   In  fiscal  year  1993,  these  programs  assisted  nearly  $3.9 
billion  in  export  sales  of  food  and  farm  products  to  28  countries. 

Close  to  400  U.S.  exporters  of  food  and  beverage  products  participated  in  USDA-sponsored 
trades  shows  and  sales  missions  targeting  consumer  markets  around  the  world.  Among  the 
events  sponsored,  the  "Festival  de  alimentor  y  bebidas  USA"  in  Mexico  City  was  the  largest, 
exclusively  American  food  show  ever  staged  outside  the  U.S.   In  fiscal  year  1993,  U.S. 
exporters  promoted  over  2,000  new-to-market  products  to  more  than  5,100  potential  buyers  at 
trade  shows.   Estimates  are  that  these  contacts  will  lead  to  $70  million  in  new  export  business. 

Food  aid  programmed  during  fiscal  year  1993  totaled  over  13  million  tons  with  a  commodity 
value  of  $2.5  billion,  representing  an  historic  high.  The  value  of  commodities  provided  under 
the  Public  Law  480  Title  I  long-term  concessional  sales  program  totaled  $330  million.  The 
value  of  commodities  donated  under  section  416  (b)  of  the  Agricultural  Act  of  1949  totaled 
$450  million-up  about  50  percent  from  the  previous  year.    The  President's  initiative  to 
provide  assistance  in   the  countries  of  the  former  Soviet  Union  is  strongly  supported  by  the 
Food  for  Progress  Program,  which  programmed  commodities  with  a  value  of  almost  $1  billion 
to  support  countries  that  have  made  commitments  to  introduce  or  expand  free  enterprise 
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elements  in  their  agricultural  sector. 

In  addition  to  numerous  productive  bilateral  efforts  with  key  trading  partners  around  the 
world,  the  U.S.  continued  to  press  for  global  reform  of  agricultural  trade  in  the  Uruguay 
Round  negotiations  under  the  General  Agreement  on  Tariffs  and  Trade  (GATT).  In 
November  1992,  after  nearly  a  year  of  negotiations,  the  U.  S.  and  the  EC  were  able  to 
achieve  a  compromise  agreement  during  negotiations  at  the  Blair  House  that  resolved  a 
number  of  the  outstanding  issues  in  the  agriculture  negotiations  and  helped  provide  the  basis 
for  long-term  movement  toward  fairer  trade  for  agriculture.  The  Blair  House  accord 
provided  the  basis  for  the  Contracting  Parties  to  the  GATT  to  reach  agreement  on 
agricultural  trade  measures  as  part  of  a  comprehensive  Uruguay  Round  agreement  on 
December  15,  1993. 

Extensive  outreach  efforts  were  conducted  throughout  the  country  during  1993  to  explain  the 
provisions  of  the  North  American  Free  Trade  Agreement  (NAFTA)  to  those  in  the 
agriculture  sector  who  would  be  affected.  The  agreement  will  eliminate  most  trade  barriers 
among  the  three  nations.   When  fully  implemented,   NAFTA  will  mean  an  estimated  $2.6 
billion  annual  boost  for  U.S.  farm  exports,  and  the  addition  of  56,000  new  jobs  in  agriculture 
and  related  industries. 

SUMMARY  OF  AGRICULTURAL  TRADE 

U.S.  agricultural  exports  in  fiscal  year  1994  are  forecast  to  be  $42.5  billion,  unchanged  from 
the  previous  year.   Exports  of  grains  and  soybeans  are  expected  to  decline  $800  million.  The 
volume  of  bulk  exports  will  decline  15  pe/cent  to  94  million  tons,  the  lowest  since  fiscal  year 
1986.  This  reflects  smaller  import  demand,  sharply  higher  U.S.  prices,  and  increased 
competition.   Higher  prices  for  coarse  grains  and  soybeans  will  limit  the  decline  in  bulk 
export  value  to  about  5  percent.  Total  export  volume  is  projected  to  be  130  million  tons, 
almost  17  million  tons  below  fiscal  year  1993. 

High-value  product  (HVP)  exports  increased  $500  million  in  fiscal  year  1993  and  are 
expected  to  rise  nearly  $800  million  in  fiscal  year  1994.   Gains  in  HVP  exports  will  offset  the 
decline  in  bulk  commodity  exports  and  HVP  shipments  will  again  increase  their  share  of  total 
agricultural  exports. 

U.S.  agricultural  imports  are  forecast  at  $24.5  billion  for  fiscal  year  1994,  unchanged  from 
fiscal  year  1993.  While  value  gains  are  expected  in  grains,  oilseeds,  and  horticultural 
products,  tobacco  shipments  will  fall.   Most  other  commodities  will  remain  steady.   The 
agricultural  trade  surplus  for  fiscal  year  1994  is  projected  at  $18  billion,  a  slight  improvement 
over  fiscal  years  1992  and  1993. 

U.S.  Agricultural  Trade,  Fiscal  Years  1990-1994 

1994 
J990               J991               i992               J993            Forecast 
(Billion  Dollars) 


Exports   $40.1  $37.5  $423  $42.5  $42.5 

Imports   $22.5  $22.6  $24.2  $24.5  $24.5 

Trade  Balance $17.6  $14.9  $18.1  $18.0  $18.0 

Export 

Volume  (MMT) 148.7  129.4  143.6  146.8  130.0 
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FY  1994  Agricultural  Exports  Forecast 


The  forecast  for  fiscal  year  1994  exports  of  U.S.  wheat  and  flour  is  31.1  million  tons,  6 
million  lower  than  in  fiscal  year  1993.   Export  value  is  expected  to  drop  over  $  1  billion  to 
$3.9  billion.  U.S.  wheat  shipments  are  forecast  to  fall  in  response  to  lower  demand  from  the 
new  republics  of  the  former  Soviet  Union,  sharply  lower  South  Asian  imports,  and  continued 
low  imports  by  China,  which  harvested  a  record  crop  and  is  undergoing  market  reforms. 

U.S.  coarse  grain  shipments  are  expected  to  reach  42.8  million  tons  in  fiscal  year  1994,  down 
13  million  from  last  year.  Most  of  the  decline  is  due  to  lower  expected  corn  exports. 
Smaller  import  demand,  especially  from  Southern  Africa,  Eastern  Europe,  and  Canada, 
sharply  higher  U.S.  prices,  and  increased  competition  will  mean  lower  U.S.  corn  exports. 
However,  sharply  higher  corn  (and  sorghum)  prices  are  expected  to  leave  the  value  of 
exports  unchanged  at  $5.1  billion.   Record  corn  shipments  from  China  are  expected  to 
further  displace  U.S.  corn  in  South  Korea  and  other  Pacific  Rim  markets. 

U.S.  rice  exports  are  expected  to  reach   2.8  million  tons  at  $1.1  billion  in  fiscal  year  1994,  up 
100,000  ton  and  $300  million  from  last  year.   Export  volume  and  prices  are  forecast  to  rise 
because  Japan  will  import  rice  from  the  United  States  and  other  countries  to  offset  shortages 
resulting  from  an  unusually  poor  harvest  in  Japan. 

The  forecast  for  fiscal  year  1994  exports  of  oilseeds  and  products  is  25  million  tons,  down  4.4 
million  from  last  year.   However,  total  export  value  is  expected  to  fall  by  only  $100  million  to 
$7.3  billion  due  to  higher  prices  compared  with  last  year.   Higher  expected  prices  for  U.S. 
soybeans  and  products  reflect  a  flood-induced  decline  in  U.S.  oilseed  stocks  and  decline  in 
global  stocks  and  stock/use  ratios.  The  impact  of  weaker  foreign  demand  and  increased 
competition  are  expected  to  reduce  U.S.  soybean  exports  3.3  million  tons  to  17.1  million  tons. 
Meal  exports  are  forecast  to  fall  1.1  million  tons  to  4.6  million.   Demand  for  U.S.  soybeans 
and  products  is  forecast  to  weaken,  mainly  due  to  ongoing  cuts  in  EC  grain  prices  which 
should  further  reduce  EC  meal-feeding  rates.  Competition  is  expected  to  increase  as  a  result 
of  a  larger  South  American  oilseed  crop. 

The  outlook  for  cotton  calls  for  modest  increases  in  the  volume  and  value  of  U.S.exports 
from  last  year.  In  fiscal  year  1994,  cotton  exports  are  expected  to  reach  1.3  million  tons 
valued  at  $1.7  billion,  up  100,000  tons  and  $200  million.  This  forecast  reflects  slightly  larger 
U.S.  supplies,  and  increased  import  demand  from  countries  that  have  traditionally  exported 
cotton,  including  Mexico,  Brazil,  Turkey,  and  Colombia. 

The  forecast  for  fiscal  year  1994  exports  of  unmanufactured  tobacco  exports  is  $1.3  billion, 
or  $100  million  lower  than  last  year.   The  new  U.S.  law  on  domestic  use  requirements  is 
expected  to  reduce  the  availability  of  domestic  leaf  for  export,  and  prices  are  not  expected  to 
rise  because  of  the  dampening  impact  of  larger  domestic  stocks  of  foreign  tobacco. 

The  forecast  for  fiscal  year  1994  exports  of  livestock,  poultry  and  dairy  products  is  up 
$400  million  from  the  record  set  in  fiscal  year  1993  to  $8.5  billion.   Beef,  pork,   and  variety 
meats  are  expected  to  account  for  half  of  the  gain  as  exports  of  these  products  to  Japan, 
Canada,  South  Korea,  and  Mexico  continue  to  rise.   Greater  foreign  demand  for  U.S.  meats 
is  the  result  of  rising  incomes,  agreements  with  Japan  and  South  Korea  to  reduce  trade 
barriers,  and  the  desire  of  East  Asian  consumers  to  add  more  protein  to  their  diets  in  the 
form  «•*  meats.  Compared  to  the  previous  year,  U.S.  exports  of  hides,  skins,  and  furs  will 
remain  near  $1.3  billion  in  fiscal  year  1994,  on  the  expectation  that  economic  growth  in  the 
EC,  Japan,  and  Korea  will  remain  relatively  weak.   In  addition,  problems  with  pollution  in 
Mexico  and  Taiwan  continue  to  reduce  demand  from  local  tanneries.   Compared  to  the 
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previous  year,  U.S.  poultry  exports  are  expected  to  rise  $100  million  in  fiscal  year  1994. 
Broiler  parts  account  for  virtually  the  entire  expected  increase  in  poultry  exports.  The 
competitiveness  of  the  U.S.  broiler  industry  and  growing  consumer  health  awareness  continue 
to  drive  U.S.  sales  upward.  While  sales  growth  is  widespread  to  all  major  overseas  markets, 
Hong  Kong,  Mexico,  Japan,  and  Canada  are  the  top  markets.  Non-fat  milk  powder  accounts 
for  gains  expected  in  dairy  product  exports,  the  use  of  the  Dairy  Export  Incentive  Program 
(DEIP)  bonuses  to  offset  EC  subsidies  will  drive  most  of  the  sales  increase. 

Horticultural  products  exports  are  expected  to  reach  a  new  record  high  of  $7.6  billion  in 
fiscal  year  1994,  up  $300  million  from  last  year.  Most  of  this  expansion  is  due  to  expected 
sales  growth  in  fresh  and  processed  fruits  and  vegetables  and  juices  to  Canada,  Japan,  and 
the  EC.  A  growing  foreign  demand  for  healthful  foods,  adequate  U.S.  supplies,  and  the 
continued  market  promotion  activities  of  U.S.  firms  that  are  supported  by  Market  Promotion 
Program  (MPP)  funding  are  driving  exports  higher.   Tree  nut  exports  are  expected  to  remain 
flat  at  $900  million  based  on  the  assumption  that  the  EC  economy  will  not  strengthen  much 
over  the  next  year.  At  nearly  $400  million  in  fiscal  1993,  wine  and  beer  sales  are  also 
expected  to  remain  flat  However,  exports  of  other  major  horticultural  products  such  as 
floricultura]  products,  ginseng,  and  various  edible  preparations,  which  together  totaled  just 
over  $600  million  in  fiscal  year  1993,  are  expected  to  continue  their  upward  trend  and  reach 
record  highs. 

U.S.  Agricultural  Exports,  Value  by  Commodity,  Fiscal  Years  1990-1994 
Commodity  1990  1991 


Grains  and  Feeds 16.0  123 

Wheat  and  Flour 4.4  3.1 

Coarse  Grains  1/ 8.0  5.7 

Corn  2/ 6.9  4.9 

Rice 0.8  0.8 

Oilseeds  and  Products   ....  63  5.7 

Soybeans 3.9  33 

Soybean  Cake  &  Meal  ...  1.0  1.0 

Soybean  Oil 03  02 

Livestock  Products 5.4  53 

Poultry  Products 0.9  1.0 

Dairy  Products 03  0.4 

Horticultural  Products 52  6.1 

Tobacco 1.4  13 

Cotton  and  Linters 2.7  2.6 

Seeds 0.6  0.6 

Sugar  &  Tropical  Prods  ...  1.4  1.6 

Total  Exports    40.1  373 

Total  Imports    223  22.6 

Trade  Balance    17.6  14.9 

1/  Includes  corn,  oats,  barley,  sorghum  and  rye. 
2/  Excludes  by-products. 


1994 

1992 

1993 

Forecast 

14.1 

143 

13.6 

43 

5.0 

3.9 

5.7 

5.1 

5.1 

4.6 

43 

4.1 

0.8 

0.8 

1.1 

73 

7.4 

73 

43 

4.6 

43 

13 

1.1 

1.0 

0.4 

03 

0.4 

6.0 

5.9 

62 

12 

13 

1.4 

0.7 

0.9 

0.9 

6.9 

73 

7.6 

1.6 

1.4 

13 

22 

13 

1.7 

0.7 

0.7 

0.7 

1.7 

1.7 

1.8 

423 

42.5 

423 

242 

24.5 

24.5 

18.1 

18.0 

18.0 
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U.S.  Agricultural  Exports,  Volume  by  Commodity,  Fiscal  Years  1990-1994 


Commodity 


1990 


Wheat 28.1 

Flour 0.9 

Coarse  Grains  1/ 69.0 

Corn  2/ 60.0 

Feeds  and  Fodders 11.1 

Rice 2.5 

Soybeans 17.2 

Soybean  Cake  &  Meal 4.8 

Soybean  Oil 0.6 

Beef,  Pork  and 

Variety  Meats   0.7 

Poultry  Meats    0.6 

Animal  Fats 1.3 

Cotton  and  Linters 1.7 

Horticultural  Products  3/  .  .  .  4.6 
Other  3/    43 

Total 148.7 


1/  Includes  corn,  oats,  barley,  sorghum  and  rye. 

2/  Excludes  by-products. 

3/   Includes  only  those  items  measured  in  metric  tons. 


1994 

1991                1992 

1993 

Forecast 

(Million  Metric  Tnnc\ 

26.7                343 

36.1 

30.0 

1.1                  0.8 

1.1 

1.1 

51.8                50.2 

50.1 

42.8 

44.5                40.6 

41.8 

34.5 

11.1                 11.7 

11.9 

11.8 

2.4                  23 

2.7 

2.8 

15.1                 19.2 

20.4 

17.1 

5.0                  6.3 

5.7 

4.6 

0.4                  0.7 

0.6 

0.6 

0.7                  0.9 

0.9 

1.0 

0.6                  0.8 

1.0 

1.0 

1.2                  1.4 

1.4 

1.4 

1.6                  1.5 

1.2 

1.3 

5.0                  6.0 

6.1 

6.6 

4.7                  4.9 

5.1 

5.2 

129.4               143.6 
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U.S.  Agricultural  Exports,  Value  by  Region,  Fiscal  Years  1990-1994  1/ 


1994 

Qmmfldto                           I22Q              1221  i222  1222            Forecast 

(Billion  Dollars) 

Western  Europe 73                  13  1.1  7.85  7.5 

European  Community  2/  .  6.8                 6.8  12  7.0  7.0 

Other  Western  Europe    . .  0.5                 03  05  05  05 

Eastern  Europe  3/ 0.5                  03  02  0.5  0.4 

Former  USSR   2.9                  1.7  2.7  1.6  12 

Asia 16.1                 14.6  16.0  15.9  16.4 

Japan    8.1                  7.7  8.4  8.4  8.9 

China   0.9                 0.7  0.7  03  03 

Taiwan   1.8                  1.7  1.9  2.0  2.1 

Hong  Kong 0.7                 0.7  0.8  0.9  0.9 

South  Korea   2.7                 22  22  2.0  2.0 

Pakistan    0.4                  0.1  02  02  03 

Philippines 0.4                  0.4  0.4  05  0.6 

Middle  East  4/    1.9                  1.4  1.8  1.9  2.0 

Israel 03                  03  03  0.4  0.4 

Saudi  Arabia 0.4                 03  03  03  03 

Africa   1.9                  1.8  23  2.7  23 

North  Africa  5/ 13                  13  1.4  1.7  1.7 

Sub-Saharan  Africa 03                  03  0.9  1.0  0.8 

Latin  America 5.1                  53  6.4  6.9  6.9 

Mexico    2.7                 2.9  3.7  3.6  3.9 

Venezuela 03                  03  0.4  03  0.4 

Brazil    0.1                  03  0.1  02  0.2 

Canada  6/ 3.7                 4.4  4.8  52  52 

Oceanic 03                  03  0.4  03  0.4 

Total 40.1                 373  423  423  423 

Developed  Countries  7/  .  .   19.8                20.1  21.7  21.9  22.4 

Less-Developed 

Countries 15.9                 14.8  17.1  182  18.2 

Former  Centrally- 
Planned  Economies  8/  .  .  .  4.4                  2.7  3.6  23  1.9 

1/     Data  are  adjusted  for  transhipments  through  Canada  and  Western  Europe. 

2/     Includes  new  eastern  German  states  beginning  in  1991. 

3/     Excludes  the  new  eastern  German  states  beginning  in  1991. 

4/     Turkey,  Cyprus,  Syria,  Lebanon,  Iraq,  Iran,  Israel,  Jordan,  Gaza,  Kuwait,  Saudi  Arabia 

Qatar,  United  Arab  Emirates,  Yemen  (Sana  and  Aden),  Oman  and  Bahrain. 
5/      Morocco,  Algeria,  Tunisia  Libya  and  Egypt. 
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6/     U.S.  exports  were  under-reported  to  Canada  prior  to  1990.  Data  have  not  been 

adjusted  to  reflect  this. 
7/     Western  Europe,  Japan,  Canada,  Israel,  Australia,  New  Zealand  and  Republic  of  South 

Africa. 
8/     Former  Soviet  Union  and  China. 
NA  =  not  available. 

Top  Ten  Export  Markets 

The  top  ten  markets  account  for  three-fourths  of  all  U.S.  agricultural  exports.  Japan  is 
projected  to  remain  the  largest  market  for  U.S.  exports,  and  the  EC  will  remain  the  second 
largest.  Through  the  continued  growth  of  beef  sales,  high-value  consumer  foods  are  nearing 
50  percent  of  total  U.S.  agricultural  exports  to  Japan.   The  profile  of  U.S.  exports  to  the  EC 
is  quite  different.  Due  to  large  shipments  of  soybeans  for  the  oilseed  crushing  and  animal 
feed  industries  of  the  Netherlands  and  Germany,  44  percent  of  U.S.  agricultural  exports  to 
the  EC  fall  into  the  bulk  commodity  category.  A  third  of  U.S.  exports  to  the  EC  fall  into  the 
intermediate  products  category  due,  in  part,  to  large  shipments  of  animal  feeds. 

Top  Ten  U.S.  Agricultural  Export  Markets,  Fiscal  Years  1993-1994 

1993 


Japan 8.4 

EC 7.0 

Canada   52 

Mexico 3.6 

South  Korea    2.0 

Taiwan    2.0 

Former  Soviet  Union 1.6 

Hong  Kong    0.9 

Egypt 0.8 

Philippines 0.5 

NA  =  not  available. 

Agricultural  Imports: 

In  fiscal  year  1994,  U.S.  agricultural  imports  are  forecast  at  $24.5  billion,  unchanged  from  the 
previous  year.  The  import  value  of  competitive  products-those  products  which  are  also 
produced  in  the  United  States-is  projected  to  account  for  most  of  the  increase.  The  five  top 
suppliers  to  the  United  States  remain  the  EC,  Canada,  Mexico,  Brazil  and  Australia. 

FOREIGN  MARKET  DEVELOPMENT 

The  Foreign  Market  Development  Program,  the  purpose  of  which  is  to  develop  and  expand 
commercial  export  markets,  is  conducted  in  cooperation  with  35  U.S.  agricultural  firms,  four 
state  regional  organizations  and  the  National  Association  of  State  Departments  of 
Agriculture.   Virtually  every  U.S.  farm  products  entering  world  trade  is  promoted  by  one  of 
the  market  development  activities  which  reach  over  130  foreign  markets.   Example  of  recent 
progress  include: 


1994 

Forecast 

%  Change 

(Billion  Dollars) 

8.9 

+  6 

7.0 

0 

5.2 

0 

3.9 

+  8 

2.0 

0 

2.1 

+  5 

L2 

-25 

0.9 

0 

0.8 

0 

0.6 

+20 
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1.  gRTG  SCBUMa  for  Small  &  Economically  Disadvantaged  Businesses.  During  the 
1993  MPP  marketing  year,  the  State  Regional  Trade  Groups  (SRTG)  conducted  over  25 
educational  seminars  targeting  small  and  economically  disadvantaged  businesses.    The 
purpose  of  the  on-going  seminar  series  is  to  ensure  that  all  potential  businesses  have  an 
opportunity  to  participate  and  benefit  from  international  marketing  opportunities.  Fifty-five 
of  the  companies  attending  became  new  applicants  of  the  1993  MPP  program.  The  seminars 
have  reached  over  500  businesses  in  over  20  states,  with  more  seminars  planned  in  fiscal  year 
1994.  In  comparison,  similar  SRTG  conducted  seminars  in  fiscal  year  1992  reached 
approximately  1,329  people  from  44  states.  Fifty-five  of  the  companies  that  attended  the 
seminars  in  fiscal  year  1993  ended  up  as  new  applicants  for  the  1993  MPP  branded  program. 

2.  Trade  Leads  Up  in  1993.  The  Trade  Leads  Program  plays  a  particularly  important 
role  in  helping  small  companies  without  large  international  marketing  staffs  enter  export 
markets.  In  fiscal  year  1993,  62  posts  submitted  a  total  of  3,990  Trade  Leads,  which  was  an 
increase  of  nearly  14  percent  from  the  fiscal  year  1992  level.  These  Trade  Leads  have 
generated  confirmed  sales  of  over  $250  million. 

3.  Trade  Shows  Facilitate  High  Value  Product  Exports.   At  shows  in  France,  Taiwan, 
the  Arabian  Gulf  and  Mexico,  FAS  supported  the  marketing  efforts  of  380  exporters 
promoting  over  2,000  new-to-market  food  and  beverage  products.  The  U.S.  exhibitors 
reported  making  over  5,100  promising  trade  contacts,  an  average  of  13  contacts  per  show  per 
exhibitor.  They  estimated  that  new  exports  would  total  $70  million  as  a  result  of  the  shows. 

4.  Cotton  Market  Development.    Working  closely  with  the  private  sector,  the  Tobacco, 
Cotton,  and  Seeds  Division  spearheaded  efforts  to  take  advantage  of  the  opportunities 
presented  by  the  dramatic  changes  in  world  cotton  markets  in  the  past  year.    GSM- 102 
Export  Credit  Guarantee  coverage  for  $5  million  worth  of  U.S.  cotton  was  opened  for 
Estonia,  a  new  market .  Previously,  nearly  all  of  Estonia's  cotton  requirements  were  supplied 
by  the  former  Soviet  Union.  Expanded  trade  access  to  Mexico  and  $45  million  in  GSM-102 
coverage  increased  U.S.  cotton  exports  to  Mexico  by  162  percent  in  marketing  year  1992/93, 
to  557,000  bales,  representing  a  nearly  80  percent  market  share  of  the  Mexican  cotton 
market 

5.  Coordinated  Market  Development/Trade  Policy  Initiative  Generates  Increased 
Wood  Utilization  jn  Japan    A  market  development  program  focusing  upon  long-term 
technical  and  educational  activities  has  resulted  in  the  construction  of  a  rapidly  increasing 
number  of  large  wood-frame  buildings.  The  industry's  program  focused  upon  demonstrating 
the  economy  and  safety  of  large  wood-frame  structures.  This  educational  program  laid  the 
foundation  for  the  success  of  the  Super  301  negotiations  in  revising  Japan's  building  law  to 
allow  for  large  wood  buildings.  As  a  direct  result  of  these  activities,  a  new  use  for  U.S.  wood 
products  has  been  generated.  Over  80  large  scale  wood  structures  have  been,  or  soon  will 
be,  constructed  in  Japan. 

6.  U.S.  Livestock  and  Livestock  Genetics  Form  a  Unified  Organization    The  Dairy, 
Livestock  and  Poultry  Division  played  a  critical  role  in  encouraging  the  U.S.  livestock 
genetics  industry  to  unite  in  promoting  U.S.  livestock  genetics  internationally.  The  U.S. 
Livestock  Genetics  Export  Inc.  (USLGE),  organized  in  August  1993,  was  designed  to 
improve  communication  between  exporters  of  all  livestock  species  and  to  coordinate  the 
international  market  development  programs  for  livestock  genetics.  The  formation  of  USLGE 
will  permit  the  more  efficient  utilization  of  FAS  promotional  resources  and  will  enable  the 
industry  to  respond  in  a  more  focused  and  timely  way  to  important  marketing  and  trade 
policy  issues  affecting  the  trade  of  U.S.  genetics. 
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7.  Korea.  Over  the  past  six  years,  Korea's  gross  national  product  has  increased 
significantly.   Korea  generally  allows  imports  of  bulk  commodities,  due  to  the  shortage  of 
arable  land.   Intermediate  goods  and  finished  or  higher  value  products,   are  not  as  readily 
allowed  access  to  the  Korean  market. 

Korea  is  consistently  among  the  top  five  export  markets  for  U.S.  agricultural  and  forest 
products.   In  1993  imports  from  the  U.S.  were  valued  at  $2.0  billion,  consisting  primarily  of 
cattle  hides,  cotton,  beef,  wheat  and  soybeans.  Although  the  market  for  processed 
agricultural  products  is  small  by  comparison,  imports  of  higher  value  products  are  growing 
rapidly  due  to:  pressures  from  other  nations,  increasing  demand,  and  changing  consumer 
preferences. 

Successful  market  development  efforts  by  MPP  and  Foreign  Market  Development 
(Cuoperator)  Program  participants  in  cooperation  with  FAS  include  the  following: 

•  *  Due  to  lower  prices  from  competing  suppliers,  Korean  demand  for  U.S.  soybean 
meal  has  been  limited,  with  no  imports  in  fiscal  year  1991.  The  American  Soybean 
Association  (ASA)  began  promoting  the  use  of  U.  S.  Hi-Pro  soybean  meal,  a  highly 
competitive  value-added  product.   As  a  result  of  ASA's  efforts,  the  Korea  Feed 
Association  purchased  100,000  tons  of  Hi-Pro  meal  in  fiscal  year  1992. 

**  The  American  Forest  and  Paper  Association  (AFP A),  assisted  by  the  MPP,  has  been 
successful  in  its  efforts  to  increase  consumption  of  U.S.  value-added  wood  products 
in  Korea.   During  the  1992  program  year,  75  wood  frame  structures  were  either 
completed  or  underway  by  Korean  construction  companies.   Prior  to  AFPA's  trade 
servicing  program,  no  2X4  wood  frame  homes  had  been  built.  AFPA  is  set  to 
capture  a  significant  portion  of  the  annual  housing  starts  of  500,000  units  in  Korea 
and  expects  the  number  of  wood  frame  residences  to  increase  over  the  next  several 
years. 

"  Prior  to  1992,  wild  blueberry  sales  in  Korea  were  nearly  nonexistent.   Using  MPP 
funds,  the  Wild  Blueberry  Association  of  North  America  participated  in  the 
Seoul/American  Food  Fair  '92.  As  a  result  of  the  contacts  made  at  the  show  and 
follow-up  activities  conducted  by  individual  companies,  Maine  processors  have 
exported  frozen  blueberries  valued  at  more  than  $40,000  and  expect  an  additional 
$80,000  in  sales  by  the  end  of  the  program  year. 

8.  Taiwan.   Taiwan's  dynamic  economy  continues  to  expand  as  evidenced  by  a  growth 
of  more  than  6  percent  in  its  gross  domestic  product  in  1992.  Although  Taiwan  is  a  net 
importer  of  agricultural  goods,  market  access  has  been  primarily  limited  to  bulk  commodities 
and  intermediate  goods.   High  tariffs  continue  to  hinder  most  U.S.  agricultural  exports  to  this 
market.  Within  the  past  5  years,  imports  of  consumer-oriented,  high-value  products  have 
began  to  increase.  The  movement  toward  consumer-ready  products  is  likely  to  continue 
given  rising  disposable  incomes,  changes  in  consumer  preferences,  and  changes  in  societal 
structure. 

Successful  market  development  efforts  by  program  participants  in  cooperation  with  FAS 
include  the  following: 

•"  Once  a  dumping  ground  for  low  margin  bulk  prunes,  Taiwan  has  emerged  as  a 
profitable  market  for  value-added  pitted  California  prunes.   For  nearly  a  20-year 
period,  most  California  prunes  were  shipped  in  bulk  form  to  Taiwan  as  a  substitute 
for  Chinese  black  dates.   Only  a  small  quantity  of  prunes  were  available  at  the  retail 
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level.  In  1991,  following  the  lifting  of  the  ban  on  imported  black  dates  from 
mainland  China,  the  California  Prune  Board  began  a  promotional  campaign  to 
reposition  and  introduce  high  value  pitted  prunes.  MPP  funded  activities  such  as 
in-store  promotions,  public  relations  events,  and  advertising  helped  boost  shipments 
of  pitted  prunes  from  10  percent  of  total  shipments  for  the  1990/91  season  to  20 
percent  in  1991/92.   In  addition,  the  average  value  of  each  ton  sold  increased  from 
$759  per  ton  to  $1,077  per  ton  over  a  2-year  period. 

**  The  Northwest  Cherry  Growers  using  MPP  funds  conducted  in-store  demonstrations 
to  educate  and  entice  consumers.   Average  daily  sales  increased  by  nearly  100 
percent  during  the  demonstration  periods,  while  total  imports  of  U.  S.  fresh  cherries 
doubled  in  the  1992  season  to  1,400  tons. 

9.  Japan.  Japan  continues  to  be  the  world's  largest  net  importer  of  agricultural 
products  with  the  U.S.  as  its  top  supplier.  The  importance  of  domestic  agriculture  is 
declining  relative  to  Japan's  economy,  contributing  only  3  percent  to  national  income. 
Domestic  production  focuses  on  rice,  livestock  products,  fruits,  and  vegetables  while  leading 
imports  include  wheat,  feed  grains,  logs,  cotton,  red  meats,  citrus  and  poultry.  Changing 
Japanese  lifestyles  have  had  a  significant  impact  on  consumption  patterns  and  the  food 
industry.   Import  demand  will  continue  to  grow  as  consumption  rises  faster  than  domestic 
production  and  as  market  liberalization  creates  new  openings. 

Successful  market  development  efforts  by  program  participants  in  cooperation  with  FAS 
include  the  following: 

••  The  California  Strawberry  Advisory  Board  instituted  a  series  of  educational  activities 
and  aggressive  food  service  promotions  in  Japan  to  address  the  lack  of  trade  and 
consumer  awareness  of  California  frozen  strawberries.   Use  of  frozen  strawberries  in 
this  market  was  previously  limited  to  jam  manufacturers.   Due  in  part  to  these  MPP 
supported  activities,  five  major  trading  firms  and  food  manufacturers  have 
introduced  California  frozen  strawberry  products  to  the  food  service  and  retail 
sectors.  In  1992,  exports  of  California  frozen  strawberries  to  Japan  totaled  more 
than  9,000  tons,  an  increase  of  20  percent  over  the  1991  level. 

•*  To  mitigate  consumer  fears  on  the  safety  of  U.S.  pork,  the  U.S.  Meat  Export 
Federation  (USMEF)  conducted  a  series  of  MPP  funded  activities  in  Japan, 
including  seminars  and  advertorials.  The  message  of  product  safety  and  quality  was 
conveyed  in  each  of  the  activities.  As  a  result,  more  than  1,500  retail  outlets 
participated  in  USMEFs  American  pork  promotion  campaign  between  November 
1992  and  March  1993.  This  effort  has  led  to  an  increase  in  the  U.S.  market  share  of 
imported  pork  from  13  percent  in  1991  to  more  than  15  percent  in  1992. 

**  Imports  of  U.S.  cheeses  into  the  highly  competitive  Japanese  market  have  been 
constrained  since  their  introduction  in  1991,  due  to  the  lack  of  trade  and  consumer 
awareness.   Although  trade  education  seminars  and  generic  retail  tastings  have 
helped  increase  sales,  these  activities  did  not  attract  sufficient  attention  given  the 
market's  annual  growth  rate  of  6.7  percent.   The  National  Dairy  Promotion  and 
Research  Board,  using  industry  and  Cooperator  Program  funds,  arranged  a  sampling 
promotion  with  JUSCO,  Japan's  fourth  largest  retail  chain.   According  to  JUSCO, 
daily  sales  of  non-American,  bar-type  cheese  averaged  2-3  pieces  per  store.   During 
the  week  of  the  promotion,  average  store  sales  of  U.S.  cheese  soared  to  50  bars  a 
day.  The  promotion  was  repeated  and  similar  results  were  achieved.  The  success  of 
these  campaigns  has  encouraged  JUSCO  and  its  wholesaler  to  expand  to  nationwide 
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distribution.  This  has  also  attracted  the  attention  of  others  in  the  trade  who  are  now 
seeking  to  carry  U.S.  cheese. 

10.  Mexico.  Mexico's  economy  grew  at  a  moderate  rate  of  2.6  percent  in  1992.  The 
growth  was  expected  to  be  slower  in  1993,  due  in  part  to  high  domestic  interest  rates  and 
tight  fiscal  policies.  Despite  the  slow  growth,  liberalized  trading  practices  have  contributed  to 
a  surge  in  imported  agricultural  products.  In  1992,  exports  of  U.S.  agricultural  products  to 
Mexico  increased  in  value  by  27  percent,  reaching  $3.8  billion.  These  were  led  by  fresh  and 
frozen  meats,  oilseeds,  grain  sorghum  and  high  value  food  products.  The  implementation  of 
the  new  income  support  policy  for  agriculture  in  1994  and  the  recent  signing  of  the  NAFTA 
should  provide  additional  opportunities  for  U.S.  suppliers. 

Successful  market  development  efforts  by  program  participants  in  cooperation  with  FAS 
include  the  following: 

**  Following  the  opening  of  the  Mexican  market  to  U.S.  fresh  apples  in  1990/91,  the 
U.S.  export  market  potential  became  apparent,  despite  strong  competition  from  local 
producers  and  a  lack  of  trade  and  consumer  awareness.  The  Washington  State 
Apple  Commission,  a  MPP  participant,  planned  and  implemented  a  program  to 
develop  and  expand  a  distribution  network,  educate  the  trade,  and  increase 
consumer  awareness  of  Washington  state  fresh  apples.  The  results  of  this  campaign 
were  dramatic.  Sales  of  Washington  state  apples  to  Mexico  increased  from  564,000 
cartons  during  1990/91  to  more  than  5  million  cartons  in  1992/93. 

*•  Until  1989,  the  Mexican  market  was  closed  to  U.S.  rice  due  to  high  protectionism. 
Following  the  opening  of  the  market,  the  USA  Rice  Council  initiated  an  extensive 
communication  campaign  using  MPP  funds  to  educate  the  Mexican  rice  trade  on  the 
numerous  types  of  rice  and  customer  services  available  through  the  U.S.  rice 
industry.  In  marketing  year  1992/93,  imports  of  U.S.  rice  approached  250,000  metric 
tons  or  nearly  one-half  of  Mexico's  annual  import  needs.  These  efforts  have  made 
Mexico  the  number  one  customer  for  the  U.S.  rice  industry. 

**  A  New  York  State  company  participating  in  the  MPP,  through  the  Eastern  United 
States  Food  and  Export  Council,  identified  Mexico  as  an  emerging  market  for  its 
products.  Through  participation  in  trade  shows,  trade  seminars,  and  point  of  sale 
promotions,  this  producer  of  frozen  bakery  dough,  toppings,  and  glazes  was  able  to 
create  greater  awareness  of  its  products  among  the  trade  and  consumers.  In  1992, 
sales  of  the  company's  products  more  than  doubled  the  1991  level,  reaching  in  excess 
of  155,000  cases  valued  at  more  than  $3.7  million. 

11.  United  Kingdom.  Since  1989,  U.S.  agricultural  exports  to  the  United  Kingdom 
(U.K.)  have  grown  steadily,  increasing  by  more  than  $200  million  over  the  last  three  years. 
The  majority  of  this  growth  occurred  in  high  value  products.  Currently,  the  U.K.  is  the  ninth 
largest  U.S.  export  market  for  consumer-oriented  food  and  beverage  products.  However,  of 
the  $78  billion  U.K.  food  and  drink  market,  the  U.S.  supplied  only  $1  billion  in  1992. 
Although  U.S.  suppliers  face  stiff  competition  from  domestic  producers  and  other  EC 
member  states,  considerable  opportunities  exist  for  export  expansion  in  this  market 

Successful  market  development  efforts  by  program  participants  in  cooperation  with  FAS 
include  the  following: 

**  Despite  the  system  of  variable  levies  and  duties  imposed  by  the  European 
Community,  the  USA  Poultry  and  Egg  Export  Council  (USAPEEC)  is  strongly 
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committed  to  increasing  market  share  for  U.S.  poultry  in  the  U.K.  Types  of 
promotional  activities  undertaken  by  USAPEEC  include  in-store  promotions,  direct 
mail  in  poultry  product  exports  to  the  U.K.,  reaching  nearly  10,000  metric  tons  in 
1992  compared  to  just  over  1,500  tons  in  1991. 

The  Western  United  States  Agricultural  Trade  Association,  in  cooperation  with  the 
Western  United  States  plum  industry,  used  MPP  funds  to  introduce  plums  from  the 
Pacific  Northwest.  To  increase  awareness  of  this  product,  whose  season  generally 
falls  on  the  heels  of  the  California  crop,  these  organizations  held  a  trade  luncheon 
and  placed  targeted  trade  advertisements.  As  a  result  of  these  activities,  exports  of 
Idaho  plums  to  the  U.K  increased  from  380  metric  tons  in  1991  to  640  tons  in 
1992. 

In  1990,  the  American  Hardwood  Export  Council  (AHEC)  identified  market 
potential  for  maple  lumber  in  the  U.K  According  to  U.S.  export  data,  the  value  of 
1990  maple  lumber  exports  to  the  U.K  totaled  $1.72  million  (4,385  cubic  meters). 
In  1991,  AHEC  began  a  public  relations  and  publicity  campaign  in  the  U.K  entitled 
"American  Maple  Year."  Activities  included  editorials  in  consumer  magazines  and 
other  small  projects  which  demonstrated  direct  applications  of  maple  in  furniture 
and  interiors.   Despite  a  significant  rise  in  maple  prices  during  1991/92  and  a 
reduction  in  total  U.K  hardwood  consumption,  U.S.  maple  exports  to  the  U.K 
reached  $2.80  million  (6335  cubic  meters)  -  a  63  percent  increase  in  export  value. 

The  U.S.  first  entered  the  U.K  bovine  semen  market  in  1985  after  the  conclusion  of 
an  intense  effort  to  negotiate  a  semen  import  health  protocol.  Our  primary 
competitor,  Canada,  was  active  in  the  U.K.  market  at  least  10  years  prior.  To 
enhance  the  U.S.  image  and  recognition  in  the  U.K,  the  National  Association  of 
Animal  Breeders  (NAAB)  used  MPP  funds  to  obtain  exhibit  space  and  construct  a 
highly  visible  USA  bovine  semen  pavilion  at  the  prestigious  United  Kingdom  Royal 
Show.   As  a  result  of  this  presence,  the  U.K  became  the  number  three  export 
market  (out  of  a  possible  72  countries)  for  U.S.  semen  in  1992,  up  2  positions  from 
the  previous  year. 

FOREIGN  AGRICULTURAL  AFFAIRS 
(Agricultural  Counselors,  Attaches  and  Trade  Officers) 

FAS  Agricultural  Counselors,  Attaches  and  Officers,  are  assigned  to  75  U.S.  Embassies, 
Consulates,  and  Agricultural  Trade  Offices  (ATOs)  covering  over  133  countries  and 
territories,  to  represent  and  promote  the  agricultural  interests  of  the  U.S..  They  support  and 
strengthen  the  agricultural  sector  of  the  American  economy  by  assisting  in  the  expansion  of 
commercial  markets  for  U.S.  agricultural  products.  They  provide  information  on  a  scheduled 
and  alert  basis  that  prepares  U.S.  agriculture  for- changes  in  world  supply  and  demand 
conditions,  and  safeguards  American  farmers  against  unfair  and  injurious  barriers  and 
competition.   Examples  of  recent  progress  include: 

1.   Attache's  Report  on  China's  Cotton  Pop  Helped  U.S.  Farmers  Gain  a  Fairer 
Market  Price.  The  Agricultural  Attache's  alert  reporting  of  a  sharp  decline  in  China's  cotton 
crop  prospects  following  field  trips  into  primary  growing  regions  was  met  with  skepticism  by 
the  international  press  and  outright  denial  by  the  Chinese  Government.   However,  after 
several  months,  Chinese  authorities  acknowledged  a  serious  bollworm  problem,  and  their 
final  crop  estimate  was  within  a  few  percent  of  the  Attache's  estimate.   The  alert  reporting  of 
the  unsuspected  damage  to  the  huge  Chinese  cotton  crop  reversed  falling  international  cotton 
prices  and  helped  U.S.  farmers  gain  a  fairer  market  price. 
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2.  Agricultural  Trade  Office  (ATO)  Guangzhou  Helps  U.S.  Farmers  Tap  Growing 
South  China  Market.  The  stepped-up  trade  development  activities  of  the  ATO  Guangzhou 
contributed  to  millions  of  dollars  of  additional  U.S.  agricultural  exports  to  South  China,  and 
laid  the  foundation  for  increased  future  sales.  The  ATO's  development  of  trade  contacts  in 
South  China  is  credited  by  both  U.S.  exporters  and  Chinese  importers  alike  for  millions  of 
dollars  of  additional  U.S.  poultry  parts  exports.  Assistance  to  a  Chinese  importer  and  to 
french  fry  end  users  led  to  increased  imports  of  U.S.  frozen  french  fries:  the  importer  now 
imports  two  containers  per  month  compared  with  one  per  month  the  previous  year.   After 
developing  contact  with  a  fruit  importer,  the  importer  switched  purchases  from  New  Zealand 
and  Australia  to  the  U.S.  for  600-700  tons  of  apples,  citrus  and  table  grapes  The  importer 
plans  to  significantly  increase  purchases  of  U.S.  product  if  PRC  phytosanitary  barriers  are 
eliminated  as  part  of  US-PRC  trade  negotiations.  U.S.  beef  offal  suppliers  are  also 
expanding  exports  to  China  using  the  ATO's  newly  developed  contacts.  These  few  examples, 
plus  managing  a  first-ever  U.S.  participation  in  a  PRC  food  show  in  Guangzhou, 
recommending  and  assembling  four  Cochran  Fellowship  Program  trade-related  teams, 
responding  to  a  two-fold  increase  in  U.S.  trade  inquiries,  and  servicing  a  sharp  increase  in 
U.S.  Cooperator  Program  activity,  illustrate  the  impact  on  U.S.  exports  of  timely 
on-the-ground  trade  development  services  offered  by  ATOs,  Attaches  and  Counselors. 

3.  FAS  Jakarta  and  Cooperator  Coordination  Works  to  Expand  Future  U.S.  Bulk 
Commodity  Sales.  FAS/Jakarta  worked  closely  with  the  Indonesian  ministries  and  private 
feed  mill  industry  to  explore  the  possibility  of  building  a  bulk  grain  handling  facility  in 
Jakarta  to  handle  large  ships.  Coordinating  with  the  U.S.  Feed  Grains  Council  in  Kuala 
Lumpur,  an  Indonesian  government-industry  team  was  sent  to  Cairo  to  observe  off  loading  of 
U.S.  corn  using  the  lightering  method.   Building  a  bulk  grain  handling  facility  is  a  top  priority 
of  Indonesia  and  FAS/Jakarta  and  FAS/ Washington  are  exploring  the  possible  use  of  the 
new  Emerging  Democracies  Facilities  Guarantee  Program.   When  the  port  facility  is 
completed,  Indonesia  will  become  a  growth  market  for  corn,  soybeans,  soybean  meal  and 
other  feed  inputs. 

4.  Export  Programs  Retain  Russian  Market  for  U.S.  Farm  Trade.   During  the  past  year, 
the  Russian  Federation  relied  primarily  on  government-supported  imports  of  bulk  agricultural 
commodities,  such  as  wheat,  feed  grains,  and  oilseed  meal.  Defaults  on  debt  payments  late 
in  1992  by  official  Russian  banks  led  to  the  suspension  of  CCC  export  credit  guarantees. 
Extremely  serious  shortages  of  grains  and  feeds  were  feared,  owing  to  the  inability  of  the 
Russian  Federation  Government  to  finance  imports  or  access  credits.   Based  on  analysis  and 
guidance  from  FAS/Moscow,  USDA  responded  vigorously  to  Russia's  needs,  putting  together 
a  variety  of  programs  under  Food  for  Progress,  P.L.  480  and  section  416(b)  authorities  to 
maintain  the  supply  of  U.S.  farm  products  to  Russia.  After  Washington  announced  the 
programs,  including  President  Clinton's  promise  of  $700  million  in  concessional  assistance, 
FAS/Moscow  worked  tirelessly  to  help  the  Government  of  Russia  understand  and  implement 
these  programs. 

5.  U.S.  Exports  to  Slovenia  Show  Strong  Rise.   Exports  of  U.S.  agricultural  products  to 
Slovenia  jumped  to  $15.5  million  during  the  first  seven  months  of  1993,  up  from  less  than 
$800,000  in  the  preceding  year.  The  increase  in  trade  was  largely  due  to  the  efforts  of  the 
Agricultural  Affairs  Office  in  Vienna  and  the  FAS/Washington  Grain  and  Feed  Division  in 
making  Slovenia  eligible  for  an  EEP  for  wheat.   To  ensure  that  Slovenian  importers  took 
maximum  advantage  of  USG  programs  (GSM-102  and  EEP),  the  staff  of  FAS/Vienna 
traveled  frequently  to  the  country  making  numerous  presentations  to  explain  how  to 
effectively  utilize  these  programs. 
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6.  Egypt  Plans  U.S.  Vegetable  Oil  and  First-Ever  Sorghum  and  Barley  Purchases. 
FAS/Cairo  sponsored  and  coordinated  a  first-ever  vegetable  oil  team  to  the  U.S.  in 

June  1993  to  enhance  U.S.  exports.  As  a  result,  the  team  plans  to  purchase  U.S.  vegetable 
oil,  and  for  the  first  time,  U.S.  sorghum  and  barley  for  the  Egyptian  market. 

7.  U.S.  Wheat  Captures  60  Percent  of  the  Moroccan  Wheat  Import  Market  in 
1992/93  Versus  18  Percent  in  1991/92.   The  Agricultural  Attache  led  on-the-spot 
negotiations  with  Moroccan  officials  for  an  unprecedented  single  sale  of  U.S.  wheat  to 
Morocco  under  the  EEP  which  helped  boost  U.S.  wheat  sales  to  Morocco  600  percent.  The 
Attache's  intervention  in  prompting  USDA  to  provide  an  additional  $40  million  in  CCC 
credit  guarantees  also  helped  the  U.S.  capture  the  market. 

8.  India  Eliminates  Almond  Quotas.   The  Agricultural  Affairs  Office  in  New  Delhi  led 
negotiations  to  remove  quota  restrictions  affecting  imports  of  almonds  into  India.  Working 
closely  with  U.S.  almond  shippers  and  Indian  Government  officials,  committed  to  trade 
liberalization,  the  office  helped  to  forestall  efforts  by  the  importers'  cartel  to  get  quotas 
reimposed  over  the  ensuing  twelve  months.  Almond  Board  of  California  data  shows  that 
exports  of  California  almonds  to  India  increased  from  17  million  pounds  in  the  last  year  that 
quotas  were  in  effect  to  30  million  pounds  in  the  marketing  year  ending 

June  30,  1993. 

9.  Quick  Action  Saves  U.S.  Dairy  Cows  and  Maintains  U.S.  Market  Potential  in 
Algeria.  When  Algerian  veterinary  authorities  threatened  to  slaughter  171  U.S.  origin  dairy 
cows  they  considered  diseased  or  infected,  the  Agricultural  Counselor  moved  quickly  to  bring 
in  USDA  veterinarians  to  convince  Algerian  officials  that  the  animals  were  healthy.  The 
quick  action  saved  the  animals,  the  reputation  of  the  U.S.  dairy  cattle  industry,  a 

$9  million  U.S.  Feed  Grains  Council  dairy  sector  project,  and  future  sales  to  this  market 
which  has  the  potential  to  absorb  thousands  of  U.S.  dairy  cattle. 

10.  U.S.  Wheat  Dominates  Pakistan  Import  Market.   U.S.  wheat  exports  to  Pakistan 
were  valued  at  $252  million  in  1992,  up  115  percent.  These  results  were  achieved  by  the 
Agricultural  Attache  coordinating  an  aggressive  marketing  campaign,  a  sizable  EEP  initiative, 
an  adequate  GSM- 102  credit  guarantee  program,  and  an  effective  effort  to  convince 
Pakistani  authorities  to  eliminate  import  regulations  blocking  EEP  sales  to  private  importers. 

11.  Agricultural  Attache  Trade  Policy  Initiatives  in  Guatemala  and  El   Salvador  Help 
Keep  Open  U.S.  Poultry  and  Coarse  Grain  Markets.  The  Agricultural  Attache's  strategic, 
continuous  counter-pressure  has  kept  the  growing  Guatemalan  market  open  for  U.S.  poultry, 
despite  strong  political  pressure  by  domestic  producers  and  Central  American  nations  to 
prohibit  entry  of  the  U.S.  product.  In  addition,  the  Attache's  intensive  trade  policy 
negotiations  resulted  in  Guatemala  and  El  Salvador  agreeing  to  eliminate  a  variable  rate 
tariff  that  has  caused  U.S.  coarse  grain  exports  to  plunge  44  percent  and  72  percent, 
respectively,  in  1992  from  $14.6  million  and  $14.4  million  in  1991. 


FOREIGN  MARKET  INFORMATION  AND  ACCESS 
Commodity  and  Marketing  Programs: 

FAS  is  responsibility  for  providing  data  relating  to  supply,  distribution,  and  foreign  demand 
of  agricultural  commodities.   Data  are  collected  from  field  reports  furnished  by  the 
Agricultural  Counselors,  Attaches  and  ATO's  special  field  studies  conducted  by  Washington 
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analysts  and  various  other  public  sources.  Advanced  economic  analyses  are  conducted  to 
examine  the  data  and  produce  short  term  commodity  forecasts,  commodity  status 
summaries  and  market  potential  guidance  on  a  country  and  area  basis.  Price,  supply  and 
demand  fluctuations  and  their  possible  impact  upon  American  exports  and  market 
development  activities  are  a  particular  focus  of  the  commodity  and  marketing  programs  area. 
Reports  and  analyses  are  distributed  to  the  U.S.  agricultural  community  through  various 
channels,  including  categories  of  FAS  publications,  FAS  participation  in  trade  conferences 
and  U.S.  trade  organizations.  A  program  of  import  controls  is  administered  on  selected 
foreign  agricultural  products  imported  into  the  United  States. 

1.  Oilseed  Zero-for-Zero  Initiative  Becomes  Part  of  the  Uruguay  Round  Negotiations. 
In  preparation  for  the  Market  Access  phase  of  the  Uruguay  Round  negotiations,  the  U.S. 
oilseed  industry  and  FAS  analysts  from  the  Oilseeds  and  Products  Division  analyzed  the 
potential  benefits  from  world-wide  trade  liberalization  in  the  oilseed  complex.  This  initiative 
united  U.S.  oilseed  growers  and  the  processing  industry  behind  a  common  goal  of  eliminating 
tariffs  and  non-tariff  barriers  to  trade  for  the  oilseeds  and  oilseed  products  commodities. 

The  analysis  projected  that  elimination  of  the  global  trade  barrier  and  export  subsidy  could 
increase  total  vegetable  oil  consumption  to  approximately  91million  tons  in  the  year  2001, 
compared  to  80  million  tons  if  the  initiative  is  not  implemented.   Protein  meal  "potential" 
consumption  gains  are  also  significant,  but  protein  meal  trade  is  less  affected  by  trade 
barriers  than  vegetable  oil.  As  a  result  of  this  analysis,  and  with  the  full  support  of  the  U.S. 
oilseed  industry  and  several  members  of  the  International  Association  of  Seed  Crushers,  the 
zero-for-zero  initiative  for  oilseeds  and  products  was  proposed  in  Geneva  in  July  1993.  This 
initiative  has  moved  the  Uruguay  Round  negotiations  forward  and  should  result  in  improved 
market  access  for  oilseeds  and  products,  even  if  the  ultimate  achievement  is  something  less 
than  total  elimination  of  duties,  trade  barriers,  and  export  subsidies. 

2.  Improvements  Made  in  Fiscal  Year  1993  Vegetable  Oil  Export  Bonus  Program 
Implementation.  The  Oilseeds  and  Products  Division  enhanced  the  operation  of  the 
EEP/SOAP/COAP  programs  for  vegetable  oils  by  expanding  the  country  coverage  and 
announcing  the  programs  early  in  fiscal  year  1993.  This  allowed  both  U.S.  exporters  and 
foreign  buyers  of  vegetable  oils  to  have  greater  certainty  about  market  opportunities,  making 
the  United  States  a  more  reliable  supplier.  While  total  sales  under  the  three  programs  for 
the  year  dropped  slightly  due  largely  to  lower  sales  to  the  former  Soviet  Union  and  reduced 
supplies  of  cottonseed  and  sunflowerseed  oils,  sales  to  many  of  the  markets  which  have  the 
brightest  long-term  prospects  for  U.S.  exports  rose  significantly.  For  example,  the  SOAP 
program  utilization  increased  sharply  in  Latin  America  (72  percent  of  all  SOAP  sales). 
Mexico  alone  accounted  for  about  55  percent  of  the  total. 

3.  FAS  Administers  First  EEP  for  Processed  Horticultural  Product.   Under  the  first- 
ever  EEP  program  for  a  horticultural  product,  FAS  facilitated  the  export  of  nearly  4,200 
metric  tons  of  canned  peaches,  with  bonuses  awarded  totaling  approximately  $556,000.  This 
was  the  first  time  an  EEP  initiative  had  been  targeted  at  either  Japan  or  Korea. 

4.  China  Market  Access  Discussions  Yield  Some  Progress  for  Fruit.   Efforts  by  FAS 
and  other  agencies  on  the  policy  and  technical  levels,  encouraged  China  to  meet  its  Section 
301  Market  Access  commitment  to  remove  unjustifiable  phyto-sanitary  regulations. 
Following  an  FAS-coordinated  visit  in  August  1992,  China's  plant  quarantine  officials 
proposed  a  protocol  permitting  market  access  for  Washington  apples.   Further  discussions 
are  needed  to  refine  this  proposal,  as  well  as  discuss  terms  governing  market  access  for  other 
fruits  from  the  U.S. 
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5.  Thailand  Proposes  Terms  for  Entry  of  U.S.  Citrus.   Following  an  FAS-coordinated 
visit  by  Thai  plant  quarantine  officials,  Thailand  proposed  a  protocol  which  lifts  the 
existing  import  ban  and  allows  access  for  U.S.  citrus.   Discussions  continue  on  gaining  access 
to  what  the  U.S.  industry  views  as  a  promising  new  market. 

6.  Japan  Signals  Positive  Intentions  to  Open  its  Apple  Market.  Japan  has  agreed  to 
"expeditiously  conduct"  government  actions  required  to  allow  entry  of  U.S.  apples  during  the 
1994  season,  if  all  scientific  requirements  have  been  met.  The  U.S.  has  negotiated  with  the 
Japanese  since  1971-when  Japan  officially  removed  economic  restrictions  to  apple  imports- 
to  allow  entry  of  U.S.  apples.   Due  to  a  series  of  phyto-sanitary  restrictions  by  Japan,  the 
U.S.  has  been  kept  out  of  the  market. 

7.  Italy  Relaxes  Honey  Import  Restrictions  in  1993.   After  continued  pressure  from 
FAS  officials  in  Washington  and  Rome,  the  Italian  Ministry  of  Health  removed  its  sanitary 
import  certification  requirement  on  honey  packaged  in  consumer-sized  containers.  U.S. 
honey  exporters  are  expected  to  benefit  from  this  action,  as  virtually  all  U.S.  honey  exported 
to  Italy  is  packaged  in  consumer-sized  containers  for  sale  as  specialty  product.  Exports  of 
U.S.  honey  to  Italy  declined  sharply  after  October  1982,  following  the  implementation  of  the 
Italian  government's  restrictive  policy. 

8.  U.S.  Grapes  Enter  Mexico  for  the  First  Time.   In  response  to  a  concerted  push  by 
FAS,  APHIS  and  the  trade,  Mexico  liberalized  its  import  licensing  and  phyto-sanitary 
requirements  in  late  fiscal  year  1993  allowing  legal  table  grape  imports  from  the  U.S.  for  the 
first  time.  The  implementation  of  the  NAFTA  and  progress  on  phyto-sanitary  issues  may 
develop  Mexico  into  the  second  largest  foreign  market,  after  Canada,  for  U.S.  table  grapes. 

9.  Taiwan  Will  Soon  Import  U.S.  Potatoes  as  Phyto-sanitary  Issue  is  Resolved.  Taiwan 
has  long  prohibited  the  import  of  U.S.  table  potatoes  because  of  phyto-sanitary  concerns 
about  two  diseases  present  in  the  United  States:  golden  nematode  and  tobacco  blue  mold. 
During  a  June  1993  visit  by  Taiwan  plant  health  authorities,  USDA  demonstrated  that  these 
diseases  are  either  not  present  in  potato  growing  areas  or  are  effectively  controlled.  While 
Taiwan  quarantine  authorities  have  not  yet  moved  to  lift  these  phyto-sanitary  import 
restrictions,  they  have  indicated  that  positive  actions  will  be  taken  in  the  near  future. 

10.  U.S. /Canada  Potato  Meeting  Results  in  Further  Potato  Grade  Harmonization. 
During  meetings  with  the  Government  of  Canada,  the  U.S.  potato  industry,  the  Canadian 
potato  industry,  and  USDA  great  progress  was  made  in  harmonizing  fresh  potato  grades 
used  by  both  the  U.S.  and  Canada.   USDA's  AMS  has  already  implemented  some  of  the 
changes,  resulting  in  similar  grade  standards  and  easier  access  by  the  potato  industry  to  the 
Canadian  market. 

11.  Taiwan  Codling  Moth  Restrictions  on  Apples  Stalled  and  Softened.  Working  with 
APHIS  and  the  American  Institute  in  Taiwan,  FAS  deterred  Taiwan  phyto-sanitary  officials 
from  implementing  an  unrealistically  stringent  new  quarantine  guideline,  which  threatened  all 
imports  of  1993  crop  U.S.  apples,  to  prevent  introduction  of  codling  moth.   Taiwan  is  the 
largest  U.S.  offshore  market  for  apples.   U.S.  exports  there  totalled  over  $80  million  in 
calendar  year  1992.  Several  rounds  of  negotiations  also  encouraged  Taiwan  quarantine 
officials  to  alter  several  sections  of  the  guideline  that  were  unacceptable  to  the  U.S.  apple 
export  trade. 

12.  FAS  Moves  to  Expand  Overseas  Reporting  on  Array  of  Expanding  Horticultural 
Exports.   FAS  moved  forward  with  plans  to  expand  its  overseas  reporting  on  several 
horticultural  products,  including  wine,  processed  sweet  com  and  frozen  french  fries,  which 
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recently  have  experienced  export  gains  and  offer  prospects  for  further  growth.  The  proposed 
new  reporting  will  identify  export  opportunities   and  trade  distorting  policies. 

13.  U.S.  Prepared  for  Lifting  of  Nigeria  Wheat  Import  Ban.  The  close  monitoring  of 
the  rapidly  changing  policy  situation  in  Nigeria  enabled  FAS  to  program  wheat  to  Nigeria 
under  the  EEP  in  response  to  the  suspension  of  Nigeria's  wheat  import  ban.   The  timely 
availability  of  EEP  resulted  in  large  U.S.  wheat  sales  to  Nigeria  making  the  U.S.  the 
dominant  supplier.  Without  EEP,  the  EC,  which  aggressively  targets  African  markets  with 
especially  large  restitutions,  would  almost  certainly  have  captured  this  market.      Since  the  re- 
opening of  the  market,  the  U.  S.  has  sold  over  1.5  million  metric  tons  to  Nigeria. 

14.  Planting  Seed  Markets  Protected.  The  Tobacco,  Cotton,  and  Seeds  Division 
coordinated  efforts  with  FAS  personnel  as  well  as  other  USDA  agencies  to  pre-empt  and/or 
resolve  significant  threats  to  planting  seed  imports  arising  from  several  foreign  government 
actions.   In  Greece,  FAS  representation  resulted  in  the  government's  withdrawal  of  proposed 
import  restrictions  on  corn  and  cotton  seed  for  sowing,  thus 

maintaining  a  combined  $10  million  market.   In  Syria,  implementation  of  new  regulations 
governing  variety  registration  threatened  to  preclude  U.S.  firms  from  the  market.   Inter- 
government  discussions  resulted  in  implementation  procedures  acceptable  to  both  U.S.  firms 
and  the  Syrian  government  saving  this  $2  million  market.  Close  cooperation  between  APHIS 
and  FAS  resulted  in  progress  being  made  in  the  on-going  efforts  to  obtain  plant  variety 
protection  for  U.S.  developed  species  in  several  foreign  countries  including  India  and  Brazil. 

15.  Threat  to  Mexican  Seed  Market  Eased.     Mexico,  the  U.S.'s  largest  planting  seed 
export  market  at  $100  million,  announced  it  was  revising  its  phyto-sanitary  regulations 
governing  seeds.   Strict  interpretation  of  the  proposed  regulations  would  have  closed  this 
valuable  market  to  many,  if  not  all  U.S.  suppliers.   Prompt,  well-coordinated  efforts  among 
several  USDA  agencies  and  representatives  of  the  U.S.  and  Mexican  seed  industries  resulted 
in  resolution  of  numerous  issues  within  the  negotiations  aimed  at  practical,  trade-furthering 
interpretations  of  the  new  seed  and  plant  health  laws.  While  negotiations  remain  on-going, 
prompt  FAS  action  resulted  in  the  maintenance  of  this  valuable  market. 

16.  EC  Adopts  Commercially  Feasible  Softwood  Lumber  Import  Procedures.   Proposed 
EC  import  requirements  for  softwood  lumber  threatened  $280  million  in  U.S.  exports.  As  a 
result  of  in-depth  and  lengthy  technical  discussions  and  research,  and  high-level 
Administration  representation,  the  EC  adopted  import  requirements  that  provide  the 
necessary  safeguards  and  allow  trade  to  continue.  The  key  to  the  procedures  adopted  by  the 
EC  is  the  acceptance  of  an  APHIS  supervised,  private  sector  executed  certification  system. 

17.  FAS  Focuses  Forest  Product  Reporting  on  Market  Opportunities  and  Obstacles. 
Overseas  reporting  on  forest  products  from  nearly  30  countries  has  been  revised  focusing  on 
export  opportunities,  competition  and  obstacles  to  market  access.  The  additional  market 
oriented  information  and  reorganized  structure  are  designed  to  contribute  to  market 
development  program  planning  and  the  long-term  agricultural  trade  strategy.  These  reports 
will  also  form  the  foundation  for  improved  commodity  reports  provided  to  the  private  sector 
which  will  feature  market  opportunities  and  obstacles. 

18.  Fiscal  Year  1993  EEP  Package  Increases  U.  S.  Egg  Exports.   Under  USDA's  EEP, 
U.S.  egg  exports  for  fiscal  year  1993  to  Hong  Kong  and  the  Near  East  (United  Arab 
Emirates,  Bahrain,  Kuwait,  Oman,  Qatar,  and  Yemen)  doubled  over  the  fiscal  year  1992 
level.  During  fiscal  year  1993,  EEP  sales  totalling  50  million  dozen  eggs  were  approved  to 
Hong  Kong  and  the  Near  East,  compared  with  25  million  dozen  in  the  previous  year.   Due  to 
the  higher  than  normal  domestic  table  egg  supplies,  it  was  increasingly  beneficial  to  export 
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eggs  to  these  markets. 

19.  Opening  of  the  Japanese  Embryo  Market.  The  Dairy,  Livestock  and  Poultry 
Division  was  instrumental  in  contributing  to  the  opening  of  the  Japanese  embryo  market  for 
U.S.  genetics.   In  the  past,  U.S.  embryo  exports  to  Japan  have  been  nil.   The  Division  worked 
with  the  industry  for  over  four  years  providing  support  and  information  to  alleviate  the 
animal  health  concerns  of  the  Japanese.  The  Japanese  named  the  American  Embryo 
Transfer  Association  as  the  recognized  certifying  agent  for  the  export  of  U.S.  embryos.  The 
opening  of  this  market  could  increase  total  U.S.  embryo  exports  by  15  percent  annually. 

20.  Seafood  Reporting  Developed.   The  Dairy,  Livestock  and  Poultry  Division 
developed  requirements  for  initiation  of  comprehensive  FAS  field  reporting  comparable  to 
that  of  "traditional"  agricultural  commodities.  This  was  in  response  to  legislative  mandates 
and  industry  requests  to  make  seafood  eligible,  for  the  full  range  of  USDA  export  assistance 
programs.  The  advise  of  seafood  trade  specialists,  from  across  the  U.S.,  was  solicited  to 
ensure  that  the  types  of  information  gathered  will  meet  exporter  needs  for  timely  foreign  market 
information.   Scheduled  FAS  field  reporting  from  the  16  most  important  competitor  or 
market  countries  for  U.S.  seafood  exports  is  anticipated  to  begin  in  1994. 

Trade  Policy  Activities: 

The  International  Trade  Policy  program  area  coordinates  the  Department's  responsibilities 
relating  to  the  conduct  and  implementation  of  international  trade  agreement  programs  and 
trade  negotiations,  with  a  specific  goal  of  expanding  U.S.  exports.  The  program  area 
identifies  policies  and  programs  of  other  governments  which  discourage  the  export  of  U.S. 
farm  products,  then  contributes  to  the  development  and  implementation  of  Administration 
policies  and  negotiations  to  reduce  or  remove  these  barriers.  The  program  area  also 
participates  in  the  formulation  and  administration  of  U.S.  import  policies  to  ensure  that  they 
adequately  reflect  the  interest  of  U.S.  fanners. 

1.  Uruguay  Round  Negotiations  Intensify  Around  Draft  Final  Act  and  Blair  House 
Accord;  On  November  20,  1992,  after  nearly  a  year  of  negotiations,  the  U.S.  and  the  EC 
were  able  to  achieve  a  compromise  agreement  during  negotiations  at  the  Blair  House.    A 
number  of  the  outstanding  issues  in  the  agriculture  negotiations  over  the  "Draft  Final  Act 
(DFA)"  tabled  by  GATT  Director  General  Arthur  Dunkel  in  December  1991  were  resolved. 
The  U.S.  and  most  of  the  other  countries  involved  in  the  negotiations  accepted  the  DFA 
when  it  was  introduced  as  the  basis  for  bringing  the  negotiations  to  a  conclusion.  Other 
countries,  led  by  the  EC,  demanded  changes  in  the  agriculture  section  of  the  DFA  stalling 
the  negotiations.  The  Blair  House  accord  allowed  for  the  reengagement  of  discussions  across 
all  areas  of  the  negotiations.  The  DFA  as  modified  by  the  Blair  House  accord,  establishes 
the  basis  for  long-term  movement  toward  fairer  trade  for  agriculture  and  would  provide 
immediate  benefits  for  U.S.  agriculture. 

2.  Blair  House  Accord  (BHA)  Resolves  Several  U.S.-EC  Trade  Disputes:   U.S. 
retaliation  against  $300  million  of  EC  agricultural  products  was  prevented  by  resolution  of 
the  longstanding  U.S.-EC  oilseeds  dispute.   BHA  provides  for  a  reduction  in  direct  payments 
(subsidies)  paid  to  EC  oilseed  producers  when  EC  production  exceeds  an  agreed  base  area, 
starting  in  the  1994/95  marketing  year  crop.   U.S.  exports  of  oilseeds  and  products  to  the  EC 
in  fiscal  year  1993  were  about  $3  billion.  The  EC  also  agreed  to  return  to  normal  customs 
procedures  for  corn  gluten  feed  imports.  In  exchange  for  controls  over  product  content,  the 
EC  agreed  to  return  outstanding  import  levies  assessed  on  past  corn  gluten  feed  shipments. 
Currently,  corn  gluten  feed  is  the  second  largest  agricultural  export  to  the  EC  ($766  million). 
The  U.S.-EC  malt  sprout  pellets  dispute,  a  classification  problem  that  arose  in  Ireland  in 
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mid- 1992,  was  also  resolved  under  the  BHA.  The  Community  agreed  to  refund  all  variable 
levies  and  bonds  charged  against  malt  sprout  pellets  shipments  in  1992  and  to  an  implement 
annual  zero-duty  tariff  rate  quota  (TRQ)  of  120,000  metric  tons  of  the  product 

3.  North  American  Free  Trade  Agreement:   Extensive  outreach  efforts  throughout  the 
country  were  carried  out  as  part  of  the  Administration's  effort  in  support  of  the  NAFTA 
The  Agreement  will  result  in  the  elimination  of  all  tariff  and  non-tariff  barriers  to  trade 
between  the  U.S.  and  Mexico.  All  non-tariff  barriers  affecting  U.S.-Mexico  trade  in 
agricultural  products,  including  Mexico's  restrictive  import  licensing  regime,  will  be 
eliminated  immediately  upon  enactment  of  the  NAFTA  and  converted  to  ordinary  tariffs  or 
tariff  equivalents  using  tariff  rate  quotas.  By  the  end  of  the  proposed  15-year  transitional 
period,  annual  U.S.  agricultural  exports  would  likely  be  $2.6  billion  higher  than  without 
NAFTA 

4.  U.S.-EC  Agreement  on  Third  Country  Meat  Directive  (TCP)  Restores  Partial  Trade 
of  U.S.  Red  Meat  to  EC  Market:   In  November  1992,  the  U.S.  and  the  E.C.  signed  an 
agreement  which  partially  reopened  the  EC  market  for  U.S.  red  meat.  This  agreement 
resolved  a  longstanding  dispute  over  the  eligibility  of  U.S.  red  meat  slaughterhouses  to  ship 
to  the  EC.   During  1993,  both  sides  have  made  considerable  progress  in  implementing  the 
agreement,  resulting  in  additional  U.S.  plants  being  approved  to  ship  to  the  EC.   Equally 
important,  the  agreement  has  facilitated  an  improved  working  relationship  between  the  U.S. 
and  EC  veterinary  services.  This  has  been  instrumental  in  averting  potential  problems. 

5.  Korea  Agrees  to  Beef  Market  Liberalization:   After  a  series  of  difficult  negotiations, 
agreement  was  reached  extending  the  1990  U.S.-Korea  beef  agreement  through  1995.  The 
new  agreement  provides  for  a  50  per  cent  increase  in  minimum  import  levels  and  the 
doubling  of  open  market  purchase  minimum  levels,  outside  the  Korean  Government's 
controlled  beef  sector.  This  agreement  dramatically  increases  market  access  in  the  largest 
U.S.  beef  export  market 

6.  Initiative  with  Korea  Results  in  Dramatic  Increase  in  GATT  Notification  and 
Prevents  Costly  Interruption  in  U.S.  Livestock  Products  Trade:    As  part  of  the  recently 
completed  President's  Economic  Initiative  (PEI ),  Korea  increased  the  transparency  and 
consistency  in  its  preparation  and  implementation  of  regulations  governing  agricultural 
products  and  food.  For  the  first  nine  months  of  1993,  the  Government  of  Korea  (GOK) 
notified  the  GATT  24  times  of  regulatory  actions,  compared  to  only  21  times  for  the  previous 
12  years.  The  success  of  the  PEI  laid  the  groundwork  for  FAS  activities  that  prevented 
significant  interruptions  in  the  trade  of  beef,  offals,  and  turkey  meat  due  to  abrupt  changes  in 
Korea's  quarantine  regulations.  PEI  and  follow-up  work  also  contributed  directly  to  the 
revision  of  several  of  Korea's  most  oppressive  pesticide  residue  restrictions  and  helped 
ensure  that  recently  announced  standards  are  in  line  with  international  (CODEX)  norms. 
These  actions  ensured  continued  market  access  for  U.S.  livestock  products. 

7.  Korea  Finally  Convinced  to  Reduce  Tariffs  on  Canned  Pork  and  Alfalfa; 
Responding  to  pressure  from  FAS,  Korea  removed  "emergency"  tariff  increases  on  canned 
pork  products  that  had  been  in  place  for  the  past  three  years  and  lowered  the  duty  on  all 
alfalfa  products  until  at  least  the  end  of  the  year. 

8.  U.S.  Wheat  to  Korea:  FAS  provided  extensive  technical  information  and 
coordinated  the  efforts  of  U.S.  Government  and  industry  groups  to  refute  Korean 
government  allegations  concerning  pesticide  contamination  of  a  U.S.  wheat  shipment  to 
Korea.  Through  quick  action  and  arrangements  for  re-testing,  the  U.S.  was  able  to  provide 
sufficient  scientific  evidence  to  reverse  the  Korean  decision  that  the  shipment  was 
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contaminated  with  the  concerned  pesticide. 

9.  Enterprise  for  the  Americas  Initiative:   Trade  discussions  were  carried  out  with 
eleven  different  countries  of  Latin  America  and  a  "collective  group"  of  Caribbean  countries 
as  part  of  the  Enterprise  for  the  Americas  Initiative  (EM).  These  discussions  highlighted 
U.S.  agricultural  trade  interests  and  concerns  with  the  region  (excluding  Mexico)  which 
imported  over  $3.0  billion  of  agricultural  products  from  the  U.S.  in  1992.  This  process 
helped  solidify  productive,  mutually  beneficial  agriculture  trade  relationships  with  our  trading 
partners  of  the  Western  Hemisphere. 

10.  U.S.  Grape  Exports  to  Mexico:   Months  of  discussions  with  officials  from  the 
Mexican  Ministries  of  Commerce  and  Agriculture,  with  respect  to  licensing  restrictions  and 
quarantine  requirements,  have  resulted  in  the  initial  opening  of  the  market  for  U.S.  grapes. 

11.  Vigilance  Pavs  off  in  Monitoring  Access  to  Israeli  Market:   Persistent  efforts, 
including  a  meeting  with  the  Israeli  Minister  of  Agriculture,  resulted  in  the  issuance  of 
import  licenses  for  dried  fruit  and  nuts.  Representation  by  FAS  and  the  private  industry 
resulted  in  the  issuance  of  an  import  license  for  frozen  french  fries  to  meet  the  needs  of  a 
McDonald's  restaurant.  The  opening  of  the  restaurant  was  in  doubt  because  of  low  quality 
Israeli  potato  production  and  the  continued  ban  on  frozen  french  fry  imports. 

12.  Philippine  Government  Rescinds  Efforts  to  Implement  a  Corn  Price  Band:   An 
aggressive  effort  on  the  part  of  FAS  resulted  in  the  Philippine  Government  rescinding  its 
proposal  to  protect  com  producers  via  a  price  band  mechanism  and  thereby  ensuring 
continued  market  access  to  the  Philippine  market  for  U.S.  corn. 

13.  East  European  Trade  Liberalization  Moves  Forward:   GATT  Article  28 
negotiations  secured  important  tariff  concessions  for  U.S.  agricultural  exports  to  the  Czech 
and  Slovak  Republics.   An  expanded  tariff  request  for  Poland's  GATT  re-accession 
negotiations  could  eventually  provide  improved  market  access  for  U.S.  agricultural  exports. 
Important  tariff  concessions  for  U.S.  corn  and  wheat  exports  to  Slovenia  were  obtained 
through  the  GATT  accession  negotiations. 

14.  Potatoes  to  Russia:  FAS  led  a  delegation  of  potato  industry  representatives  to 
Russia,  to  address  phytosanitary  restrictions.  The  visit  culminated  in  the  signing  of  an 
agreement  between  the  U.S.  potato  industry  and  Russian  quarantine  authorities  that 
permit  the  entry  of  U.S.  potatoes  and  potato  products. 

15.  Colombian  Grain  Phytosanitary  Requirements:   Through  a  series  of  meetings  and 
requests  to  the  Government  of  Colombia,  FAS  has  successfully  secured  temporary  waivers 
from  newly  issued  phytosanitary  requirements  for  U.S.  grains  imported  to  Colombia. 
These  requirements  are  unduly  restrictive  and  Colombian  concerns  can  be  addressed  by 
other  action. 

16.  Poultry  to  Colombia:   Following  bilateral  consultations  and  FAS  diplomatic 
pressure,  the  Government  of  Colombia  lifted  its  import  ban  on  U.S.  poultry  and  poultry 
products.  The  ban  was  originally  imposed  due  to  an  isolated  case  of  non-pathogenic  avian 
influenza  in  the  U.S.   Colombia's  annual  inspection  and  certification  requirement  which 
effectively  prohibited  all  meat  and  poultry  meat  imports  into  Colombia  was  reversed.  As  a 
result,  meat,  poultry  meat,  poultry  breeder  stock  and  eggs  can  now  enter  the  Colombian 
market  without  undue  trade  restrictions. 
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INTERNATIONAL  COOPERATION  AND  DEVELOPMENT 

The  International  Cooperation  and  Development  (ICD)  program  area  manages  the  U.S. 
Department  of  Agriculture's  programs  and  activities  in  overseas  agricultural  cooperation 
and  development.   These  activities  are  carried  out  in  cooperation  with  other  Federal 
agencies,  foreign  nations,  international  agencies,  universities,  groups  from  the  agricultural 
industry  and  other  elements  of  the  private  sector.    Funding  for  these  activities  reflects  this 
diversity,  with  costs  paid  through  reimbursements  from  the  Agency  for  International 
Development  (AID)  and  international  organizations,  universities,  and  other  USDA 
agencies,  as  well  as  through  appropriations  and  trust  funds. 

INTERNATIONAL  SCIENTIFIC  AND  TECHNICAL  COOPERATION 

Current  Activities:   Seeking  new  knowledge  and  technology  to  benefit  the  United  States 
and  cooperating  countries  through  research  on  food,  agriculture,  and  forestry. 

Managing  international  agricultural  research  programs  to  promote  scientific  cooperation 
among  Federal  agencies,  American  colleges  and  universities,  and  foreign  research  agencies 
and  institutions. 

Serving  as  the  focal  point  for  USDA's  foreign  agricultural  research  programs,  securing  the 
most  qualified  American  scientists  available  for  project  collaboration,  administering 
bilateral  and  multilateral  research  programs,  and  ensuring  mutual  benefit  of  research 
results  to  the  United  States  and  cooperating  countries. 

Managing  USDA's  role  in:   Scientific  and  technical  exchanges  of  scientists,  technicians, 
and  agriculturalists  on  a  bilateral  basis  with  many  countries.   Special  emphasis  is  on 
China,  the  former  Soviet  Union,  Eastern  European  countries,  Ireland,  Venezuela 
and  Mexico. 

The  Tri-national  Program,  which  promotes  agricultural  cooperation  among  Egypt, 
Israel,  and  the  United  States,  and  the  acceleration  of  agricultural  development  in 
Israel  and  Egypt. 

Binational  Collaborative  Research,  which  enables  American  researchers  to 
collaborate  with  researchers  in  developed  and  developing  countries  to  investigate 
high  priority  American  agricultural  problems  and  to  promote  U.S.  partnerships  with 
foreign  countries  on  agricultural  problems  of  mutual  concern. 

BARD,  the  United  States-Israel  Binational  Agricultural  Research  and  Development 
Fund,  supporting  research  of  mutual  benefit  to  both  countries.  Projects  are 
supported  with  the  proceeds  of  a  special  $110  million  endowment,  each  country 
having  contributed  $40  million  in  1978  and  $15  million  in  1984. 

Managing  the  U.S.  Department  of  Agriculture's  role  in  approximately  30  international 
organizations  and  consultative  committees  concerned  with  global  food  and  agricultural 
systems  and  the  environment,  such  as: 

--  the  Food  and  Agriculture  Organization  of  the  United  Nations, 

-  the  World  Food  Program, 
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-  the  Inter-American  Institute  for  Cooperation  on  Agriculture, 

-  the  Organization  for  Economic  Cooperation  and  Development, 

-  the  United  Nations  regional  Economic  Commissions. 
Selected  examples  of  recent  progress: 

1.  Ireland.  A  multidimensional  program  of  activities  is  administered  in  cooperation 
with  Ireland.  The  purpose  of  the  U.S.-Ireland  program  is  to  encourage  the  exchange  of 
information  and  people  between  the  U.S.  and  Ireland  in  agricultural  science  and 
technology  and  agribusiness.  Program  elements  include  short-term  scientific  exchanges, 
long-term  collaborative  research,  special  workshops,  agribusiness  opportunity  missions, 
and  the  Graduate  Agribusiness  Associates  Internship  Program. 

As  major  livestock  and  dairy  producers,  the  U.S.  and  Ireland  have  a  common  interest  in 
preventing  and  controlling  animal  diseases.  Joint  work  has  led  to  advances  in  fighting 
tick-borne  diseases,  bovine  tuberculosis  and  paratuberculosis,  and  diseases  that  can  be 
transmitted  from  animals  to  humans. 

During  a  short-term  exchange  with  Ireland,  U.S.  researchers  learned  how  to  use  a 
computer  to  monitor  the  terrain  covered  by  a  grazing  animal  to  measure  the  amount  of 
forage  consumed.  This  is  helpful  in  developing  optimum  grazing  schedules  and  in 
enhancing  sustainable  agricultural  systems  for  small  livestock  producers  in  the  U.S. 

Both  sides  are  cooperating  in  the  field  of  biotechnology  to  solve  disease  problems  in  fish 
and  shellfish  aquaculture. 

2.  China  and  Mongolia.  Twenty  teams  of  scientists,  ten  from  the  U.S.  and  ten 
from  China,  took  part  in  exchanges  under  the  scientific  and  technical  exchange  agreement 
signed  between  USDA  and  the  Chinese  Ministry  of  Agriculture.   Three  U.S.  teams 
evaluated  and  collected  grass  germplasm  for  forage  and  turf  applications  in  the  U.S.,  and 
another  team  collected  parasitic  wasps  for  biological  control  of  the  filth  fly  in  U.S. 
livestock  operations. 

Reciprocal  visits  of  U.S.  and  Chinese  scientists  produced  a  more  effective  exchange  of 
information  and  expertise. 

3.  Mexico.   In  1993,  collaborative  research  projects  between  the  U.S.  and  Mexico 
were  funded  in  integrated  watershed  management  and  bovine  tuberculosis.  Scientific 
exchanges  were  conducted  in  utilization  of  agricultural  wastes  and  the  measurement  of 
the  strength  of  compacted  soils. 

4.  Egvpt-Israel-U.S.  (Tri-national  Program).  Tri-national  projects  are  funded  by 
USAID's  Middle  East  Regional  Cooperation  Program  in  Support  of  the  Israeli-Arab 
Peace  Process.   Activities  include  research  and  development  efforts  in  horticultural  crops 
and  in  diseases  of  livestock.   Recent  accomplishments  include  the  second  workshop  of  the 
animal  health  (TAHRP)  project,  held  in  Egypt  in  June  1993. 

Many  Israeli  scientists  and  managers  who  provided  consulting  services  and  on-site  training 
in  Egypt  were  well  received  by  the  Egyptians.   More  than  100  Egyptian  staff  and  farmers 
have  visited  Israel  for  training.   Recognition  of  the  value  of  this  training  is  exemplified  by 
an  Egyptian  plan  for  training  34,000  college  graduates  from  rural  areas,  including  a 
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proposal  for  training  1,700  in  Israel. 

5.  Egypt  -  National  Agricultural  Research  Project  (NARP).  The  Collaborative 
Research  Component  of  the  National  Agricultural  Research  Project  sponsors  agricultural 
research  of  mutual  benefit  to  the  U.S.  and  Egypt. 

Currently  we  have  28  research  projects,  with  research  being  conducted  in  both  the  U.S. 
and  Egypt  on  integrated  pest  management,  remote  sensing,  animal  health,  computer 
expert  systems,  genetic  engineering,  food  consumption  patterns  and  post-harvest 
technology.  Funding  averages  $600,000  per  project. 

6.  International  Agricultural  Research  Centers  (IARCs).  Two  ongoing  USAED- 
funded  activities,  the  International  Agricultural  Research  Centers  (IARCs)  and  the 
Scientific  Liaison  Officers  (SLOs)  provide  a  coordinated  approach  to  increase  linkages 
between  the  U.S.  scientific  community  and  the  IARCs.     In  1993,  approximately  12  visits 
were  made  by  Scientific  Liaison  Officers  to  the  IARCs  and  related  research  sites.  Four 
graduate  students  working  on  research  at  the  IARCs  were  supported  through  the  National 
Committee  for  International  Science  and  Education  (NCISE)  Pilot  Linkages  Program 
(PLP).  The  PLP  is  an  effort  to  match  the  needs  of  the  IARCs  for  specific  research  with 
U.S.  scientists'  desires  to  collaborate  internationally. 

7.  Support  for  Eastern  European  Democracies  (SEED)  Act.   Projects  to  introduce 
current  technologies  for  environmentally  sustainable  agricultural  management  to  Central 
and  Eastern  European  countries  are  being  carried  out  with  funding  made  available  by  the 
Support  for  East  European  Democracy  (SEED)  Act.  This  program  helps  to  reduce  the 
affects  of  pollution  from  past  centralized  industrial,  mining,  and  agricultural  activities 
while  supporting  economic  development  in  these  countries.  The  program  is  also 
providing  policy  support  to  instill  efficient  and  sustainable  agricultural  practices. 

In  Bulgaria,  USDA  and  Bulgarian  scientists  developed  the  scientific  basis  for  the 
reduction  of  arsenic  toxicity  in  rice  grown  in  the  Topolnitza  irrigation  district,  with  savings 
in  excess  of  $1,000,000  for  Bulgaria. 

Two  exceptionally  well-qualified  Bulgarian  scientists  from  the  Ministries  of  Health  and 
Agriculture  have  received  training  in  the  United  States  to  use  the  sophisticated  laboratory 
equipment  required  to  perform  controlled,  highly  reliable  analyses  of  contaminated  soil, 
water,  plants,  and  animal  tissue.   USDA  provided  the  Ministry  of  Agriculture  with  a 
package  of  U.S.-made  laboratory  instruments.  This  advanced  equipment  will  allow  the 
cooperating  Ministries  to  build  the  scientific  data  basis  for  sound  national  environmental 
policy;  develop  strategies  to  manage  and  reclaim  contaminated  soil  and  water  resources; 
develop  the  environmental  basis  for  the  privatization  of  agricultural  land;  develop 
methods  to  assure  that  export-market  crops  meet  international  trading  standards  and 
requirements;  and  select  alternative  crops  that  do  not  accumulate  toxic  levels  of  heavy 
metals  when  grown  on  contaminated  soils. 

8.  Associate  Professional  Officers  (APO).  Three  new  APOs  were  recruited  and 
posted  under  the  APO  Program  during  1993.   Two  were  assigned  to  the  Food  and 
Agricultural  Organization  in  Rome  -  one  as  a  coordinator  of  follow-up  activities  growing 
out  of  the  International  Conference  on  Nutrition,  and  the  second  to  an  FAO  Women  in 
Development  Project  based  in  Cairo,  Egypt.  The  third  APO  was  assigned  to  the 
International  Fund  for  Agricultural  Development  (IFAD)  as  an  agribusiness  project 
officer  for  the  Latin  American  Region. 
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INTERNATIONAL  AGRICULTURAL  DEVELOPMENT 

Current  Activities:   USDA's  objective  in  this  area  is  to  contribute  to  the  establishment  of 
an  efficient  world  agricultural  system  in  which  production,  marketing,  and  trade  occur  at 
levels  sufficient  to  provide  adequate  food  and  fiber  for  all  people.  Activities  include: 

-  Planning,  managing,  and  evaluating  of  USDA's  policies  and  programs  related  to 
agricultural  cooperation  and  development  throughout  the  world; 

-  Technical  assistance  and  training; 

-  Promotion  of  private  sector  involvement  in  agricultural  development,  notably  in 
the  Caribbean  Basin;  and 

-  Support  for  the  development  of  countries  into  stronger  trading  partners  for 
American  goods  and  services. 

In  1993,  237  reimbursable  agreements  were  entered  into  with  other  USDA  agencies, 
utilizing  the  Department's  expertise  on  short  and  long-term  technical  assistance  missions. 
ICD  has  5  individuals  on  resident  assignments  overseas  and  provides  administrative 
support  for  numerous  other  individuals  posted  overseas  from  other  agencies. 

Selected  examples  of  recent  progress: 

1.  Reimbursable  Programs: 

Saudi  Arabia  -  National  Agriculture  and  Water  Research  Center.   In  this  project, 
sponsored  by  the  Saudi  Arabian-United  States  Joint  Commission  on  Economic 
Cooperation,  USDA  is  assisting  the  Saudi  Ministry  of  Agriculture  and  Water  to  enhance 
its  capability  in  science  and  technology.   Two  USDA  scientists  are  working  with  the  Saudi 
National  Agriculture  and  Water  Research  Center  as  senior  scientists.   As  mentors  to  the 
Saudi  researchers,  they  are  providing  on-the-job  training  to  their  counterparts.   Saudi 
research  staff  are  also  being  sent  to  research  centers  in  the  United  States  for  internships 
of  up  to  one  year  in  length. 

Soil  Conservation  Project  in  Mexico.   Since  1983,  USDA  has  located  a  team  of  Soil 
Conservation  Service  (SCS)  employees  at  the  Mexican  Institute  of  Water  Technology  in 
Cuernavaca,  Morelos,  Mexico  under  the  World  Bank  funded  PRODERITH  Project.   The 
team  now  has  a  full  contingent  of  sue  resident  employees. 

The  project  originally  had  the  objective  of  improving  agriculture  in  the  humid  tropics  of 
southern  Mexico,  focused  primarily  on  drainage-  issues.  Removing  excess  moisture  from 
large  areas  of  land  has  brought  valuable  agricultural  land  into  production. 

Currently  the  scope  of  the  team  has  been  expanded  to  include  assistance  to  non-project 
areas  where  irrigation  and  on-farm  water  usage  issues  are  paramount.  The  team  has  also 
been  asked  by  their  Mexican  counterparts  to  assist  in  the  design  of  a  new,  large  World 
Bank-funded  project  focusing  on  assistance  to  21  water  districts  located  primarily  in 
northern  Mexico. 

USDA  is  working  with  Mexican  officials  to  use  project  funds  to  finance  collaborative 
research  with  ARS  Research  Entomologists  on  biological  control  of  water  weeds  using 
insects.   Additional  significant  work  is  being  considered  in  technology  transfer  activities 
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focusing  on  soil  salinity  assessment  systems. 

Regional  Environmental  and  Natural  Resources  Management  Project  (RENARM1. 
This  agreement  with  AID's  Regional  Office  for  Central  American  Programs  (ROCAP) 
provides  USDA  and  other  federal  agency  technical  assistance,  training  and  program 
support  to  ROCAP  activities.   The  principal  components  of  the  RENARM  Project  are 
natural  resource  policy  initiatives  and  technical  support;  environmental  education  and 
biodiversity  conservation;  sustainable  agriculture  and  forestry;  and  institutional 
development. 

The  Trade  and  Investment  Program  (TIP).   The  Trade  and  Investment  Program 
works  to  enhance  private  sector  agricultural  activities  between  the  U.S.  and  the  countries 
of  Latin  America  and  the  Caribbean,  Africa,  Eastern  Europe,  the  Near  East,  and  Asia. 

Sue  Agricultural  Marketing  Seminars  attended  by  over  500  individuals  were  conducted  by 
TIP  staff  in  Bulgaria,  the  Czech  and  Slovak  Republics,  Poland,  Venezuela  and  the  Asian 
region.  Two  TIP  workshops  included  small  agribusiness  exhibits  which  promoted  sales  of 
U.S.  agricultural  products  and  services. 

In  1993,  "Agribusiness  Opportunity  Missions"  were  conducted  in  Belize,  Hungary  and 
Poland.   U.S.  agribusiness  representatives  met  with  foreign  counterparts  matched  prior  to 
departure,  resulting  in  three  or  four  business  arrangements  per  mission.   U.S.  companies 
developed  opportunities  to  sell  U.S.  food,  breeding  materials,  and  food  processing 
equipment  and  develop  profitable  arrangements  for  importing  food  and  wood  products. 

Training.   During  1993,  277  participants  from  49  countries  were  trained  in  25 
technical  courses.   Overseas,  two  training  programs  were  organized  and  implemented  in 
Uganda,  one  program  in  Nigeria  and  one  in  Guatemala  with  total  participation  of 
approximately  100  participants. 

2.   Cochran  Fellowship  Program  (CFP): 

The  objective  of  the  Cochran  Fellowship  Program  is  to  provide  high  quality  training 
for  senior  and  mid-level  specialists,  managers,  technicians,  agribusiness  staff,  and  policy 
officials  from  middle-income  countries  and  emerging  democracies  to  assist  in  developing 
the  agricultural  systems  necessary  to  meet  the  food  needs  of  their  domestic  populations. 
The  program  also  strengthens  and  enhances  trade  linkages  between  the  countries  and 
agricultural  interests  in  the  United  States. 

In  fiscal  year  1993,  631  Cochran  Program  fellows  from  33  countries  participated  in 
agricultural  and  agribusiness  training  in  the  U.S.  The  participants  were  identified  in  then- 
respective  countries  with  the  cooperation  of  FAS  Agricultural  Attaches  and  Trade 
Officers  and  U.S.  agricultural  commodity  trade  promotion  groups.   Participants  were 
selected  from  the  private  sector,  as  well  as  from  the  public  sector  and  universities. 

Some  of  the  results  of  the  program  include: 

*  *    A  Hong  Kong  supermarket  chain  imported  over  40  container  loads  of  U.S.  high- 
value  agricultural  products  as  a  result  of  the  1992  Supermarket  Management 
Training  Program.  A  similar  program  was  arranged  in  1993  for  over  60  Asian 
fellows  from  China,  Hong  Kong,  Singapore,  Thailand,  and  Malaysia. 

**    Two  Colombian  Fellows  who  participated  in  a  1991  Agribusiness  Training 
program  recently  reported  that  their  newly-formed  trading  company  had 
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imported  over  $26  million  worth  of  U.S.  agricultural  commodities  into 
Colombia. 

Cochran  Fellows  from  Poland,  Hungary,  the  Czech  Republic,  Slovakia,  and 
Bulgaria  report  that  their  training  programs  gave  them  an  understanding  of  free 
market  agriculture,  the  skill  and  confidence  to  embark  on  private  business 
ventures,  and  numerous  contacts  with  U.S.  agribusinesses.  The  latter  has 
resulted  in  sales  of  U.S.  feed  and  food  grain,  livestock  products,  seeds,  livestock 
genetic  materials,  agricultural  equipment  and  wood  products. 
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FOREIGN  AGRICULTURAL  SERVICE 


The  estimates  include  appropriation  language  for  this  item  as  follows  (deleted  language 
enclosed  in  bracket): 


[Scientific  Activities  Overseas  (Foreign  Currency  Program)] 

[For  payments  in  foreign  currencies  owed  to  or  owned  by  the  United  States  for  research 
activities  authorized  by  section  104(c)(7)  of  the  Agricultural  Trade  Development  and 
Assistance  Act  of  1954,  as  amended  (7  U.S.C.  1704(c)(7)),  not  to  exceed  $1,062,000: 


activities  authorized  by  section  104(c)(7)  of  the  Agricultural  Trade  Development  and 

(7  U.S.C.  1704(c)(7)), 
Provided,  That  not  to  exceed  $25,000  of  these  funds  shall  be  available  for  payments  in  foreign 


currencies  for  expenses  of  employment  pursuant  to  the  second  sentence  of  section  706(a)  of 
the  Organic  Act  of  1944  (7  U.S.C.  2225),  as  amended  by  5  U.S.C.  3109.] 

This  change  deletes  the  language  providing  for  the  continuation  of  this  program,  with  an 
obligation  limitation,  since  the  1995  budget  proposes  no  new  funding  for  the  program. 
Research  projects  already  underway  will  continue  until  completed. 
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EXPLANATION  OF  PROGRAM 


Authorized  by  P.  L.  480  as  amended,  USDA  uses  foreign  currencies  to  support  research  on 
problems  of  mutual  interest  to  the  United  States  and  participating  foreign  countries. 

Research  is  conducted  abroad  through  grants  negotiated  with  foreign  institutions    Project 
selection  is  based  on  relevance  to  U.S.  agricultural  concerns:   for  example,  preventing  the 
incursion  of  animal  diseases  or  insect  pests  into  American  agriculture;  or  developing  plants 
that  are  more  productive,  drought  tolerant,  or  disease  resistant.   The  research  also  develops 
markets  for  American  agricultural  products  and  equipment,  adds  to  our  knowledge  of  the 
environment  and  cuts  the  costs  of  valuable  research. 

FAS  represents  USDA  in  this  activity,  with  funds  allotted  as  intergovernmental  fund  transfers 
when  grant  awards  are  obligated  for  research  in  foreign  countries. 

No  foreign  currencies,  were  made  available  under  the  provisions  of  7  U.S.C.  1704(c)(7)  as 
amended,  in  1994,  and  none  are  to  be  made  available  in  1995.   Projects  which  began  in  1991 
and  earlier  will  continue  until  completed. 
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PASSENGER  MOTOR  VEHICLES 

The  1994  Budget  Estimates  propose  the  purchase  of  three  replacement  passenger  motor 
vehicles.   Passenger  motor  vehicles  belonging  to  FAS  are  used  exclusively  by  the  Agricultural 
Officers  at  overseas  posts  in  an  official  capacity.  The  officer  travels  extensively  throughout 
the  countries  assigned,  gathering  agricultural  data.  Embassy  motor  pool  vehicles  are  not 
readily  available  for  field  use. 

Replacement  of  Passenger  Motor  Vehicles.   Replacement  of  three  passenger  motor  vehicles  is 
proposed.   The  vehicles  proposed  for  replacement  will  meet  replacement  standards.   All 
vehicles  proposed  for  replacement  have  a  mileage  of  more  than  60,000  and  are  more  than  6 
years  of  age. 

Age  and  mileage  data  for  passenger  motor  vehicles  on  hand  as  of  September  30,  1993,  are  as 
follows: 

Age  Data  Mileage  Data 


Age-Year 

Number  of 

Percent 

Lifetime 

Number  of 

Percent 

Model 

Vehicles 

of  Total 

Mileage 
(thousands) 

Vehicles 

of  Total 

1988  or  older 

12 

40 

80-100 

2 

7 

1989 

3 

10 

60-80 

2 

7 

1990 

8 

27 

40-60 

2 

7 

1991 

2 

7 

20-40 

13 

43 

1992 

4 

13 

Under  20 

11 

36 

1993 

1 

3 

Total 

30 

100 

Total 

30 

100 
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GENERAL  SALES  MANAGER 

Available  Funds,  1994 $9,158,000 

Budget  Estimate,  1 995    9,181,000 

Increase  in  Available  Funds 23,000 


SUMMARY  OF  INCREASES  AND  DECREASES 

(On  basis  of  appropriation) 


Item  of  Change 
General  Sales  Manager 


1994 
Estimated 

$9,158,000 


Pay  Cost 
$89,000 


Program 
Changes 


1995 
Estimated 


($66,000)  $9,181,000 


PROJECT  STATEMENT 

(On  basis  of  appropriation) 
(Dollars  in  Thousands) 


1993 

1994 

1995 

Estimated 

Estimated 

Increase 
or 

Estimated 

Staff - 

Staff- 

Staff- 

General  Sales  Manager: 

Amount 

Years 

Amount 

Years 

Decrease 

Amount 

Years 

Transfer  from  CCC 

$4,668,000 

46 

$4,866,000 

46 

(4,866,000) 

-- 

-- 

Direct  Appropriation 

— 

— I 

— I 

— i 

4,820,000 

$4,820,000 

45 

Administrative  Expenses 

Contained  in  Other 

Accounts: 

CCC  Loans  Program 

Account 

2,731 ,000 

51 

2,792,000 

51 

45,000 

2,837,000 

51 

P.L  480  Program 

Account 
Total,  OGSM 

1,467,000 

48 

1,500,000 

48 

24,000 

1,524,000 

48 

8,866,000 

145 

9,158,000 

145 

23,000  (1) 

9,181,000 

144 
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EXPLANATION  OF  PROGRAM 

GENERAL  SALES  MANAGER  -  Established  pursuant  to  Section  5(f)  of  the  Charter  Act  of 
the  Commodity  Credit  Corporation  and  15  U.S.C.  714-714p.   The  funds  allocated  are  used 
for  conducting  the  following  programs: 

(1)  CCC  Export  Credit  Guarantee  Program  (GSM-102),  (2)  Intermediate  Credit  Guarantee 
Program  (GSM- 103),  (3)  Export  Enhancement  Program,  (4)  Market  Promotion  Program, 
(5)  Public  Law  480,  (6)  Section  416(b)  Overseas  Donations,  (7)  Food  for  Progress,  (8) 
Dairy  Export  Incentive  Program  (9)  Sunflowerseed  Oil  Assistance  Program  (10) 
Cottonseed  Oil  Assistance  Program,  and  (11)  programs  authorized  by  the  Commodity 
Credit  Corporation  Charter  Act  including  barter,  export  sales  of  CCC-owned 
commodities,  export  payments  and  other  programs  as  assigned  to  encourage  or  cause  the 
export  of  U.S.  agricultural  commodities. 


REVIEWS  IN  PROGRESS  DURING  FY  1994 
GAP  Reviews 


Code 
472319 


Code 

280012 


Code 

280007 


Code 

483637 


Code 
150036 

Code 
280036 

Code 

472314 

Code 
280053 

Code 

150907 


Code 

472263 

Code 
280067 

Code 

344485 


Code 
711029 


Support  Provided  by  AID  and  Other 
Agencies  to  Establish  Export  Processing 
Zones  in  Developing  Countries 

Foreign  and  Multinational  Firms 
Receiving  Federal  Funds  for 
Agricultural  Export  Promotion  Programs 

Impact  of  PL  480  Title  I  Assistance 

on  Agricultural  Development 

and  Agricultural  Trade  Development 

Review  of  the  Requests  for  U.S. 
Food  Exports  to  the  Commonwealth 
of  Independent  States  (CIS) 

Review  of  USDA's  Rice  Program 
Policies 

1990  Farm  Bill  Requirements  on 
USDA  Export  Programs 

Review  of  Credit  Reform  in  Interna- 
tional Affairs  Account 


Review  of  program  administration 


Review  of  program  administration 


Review  of  program  effectiveness 


Review  of  program  effectiveness 


Review  of  program  policies 


Review  of  program  administration 


Review  of  program  management 


Export  Promotion  in  the  Pacific  Rim        Review  of  program  management 

Review  of  Congressionally  Authorized      Review  of  program  management 
Agricultural  Research  and  Promotion 
(Check-Off)  Programs 

Review  of  the  World  Food  Program         Review  of  trade  opportunities 

Cargo  Preference  As  It  Relates  to  Food  Review  of  program  management 
Aid  Programs 


Transportation  Costs  to  the  Federal 
Government  of  Shipping  Cargo  on 
U.S.-Flag  Vessels 

Coordination  of  U.S.  Assistance  to  the 
Newly  Independent  States  (NIS)  of 
the  Former  Soviet  Union 


Review  of  program  administration 


Review  of  program  administration 
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PIG  Audits 

07099-30-Hy        J  Aron  &  Co.  Export  Operations 
Under  FAS  Programs 

50099-77-Hy        Foreign  Debt  Management 

07020-6-Hy  Survey  of  PL  480  Title  I 

Shipping  Agents 

07050-1-Hy  Humanitarian  Food  Aid  to  Poland 

07099-3 1-Hy        PL  480,  Title  I/III  Program  Forgiveness 

03600-15-Fm        CCC  FY  93  Financial  Statements 

50800-1-Hq  Evaluation  of  Controls  Over  Food  Aid 

to  the  Newly  Independent  States 

07001-2-Hy  Price  Review  of  GSM  102/103  Trans- 

actions 

07099-2-At  FAS  GSM  102/103  Tobacco  Sales 

REVIEWS  COMPLETED  DURING  FY  1993 

GAP  Reviews 


Code 
483599 

Code 

472271 


Code 
483618 

Code 

472277 

Code 

150903 


Code 

472288 


Code 

472289 


Code 

472285 


Code 

344472 

Code 
150040 

Code 

280025 


Review  of  Fraud  and  Abuse  in  the 
GSM  102/103  Programs 

Assessment  of  U.S.  Participation  in  the 
International  Fund  for  Agricultural 
Development 

Assessment  of  U.S.  Guaranteed  Agricul- 
tural Exports  to  the  Soviet  Union 

U.S.  Economic  and  Military 
Assistance  to  Kenya 

Review  of  the  Effect  of  Including 
more  High  Value  Products  in  the 
Export  Promotion  Programs 

Review  of  Emergency  and  Private 
Voluntary  Organization  Food 
Programs  Under  PL  480  Title  II 

Review  of  Emergency  and  Private 
Voluntary  Organization  Food 
Programs  Under  PL  480  Title  HI 

Survey  of  Assistance  to  the 
Republics  of  the  Commonwealth 
of  Independent  States  (CIS) 

Survey  of  Maritime  Assessments 


Interim  Review  of  1995  Farm  Bill 


Review  of  program  administration 

Review  of  program  administration 
Survey  of  program  administration 

Review  of  program  administration 
Review  of  program  administration 
Review  of  program  management 
Review  of  program  management 

Review  of  program  management 

Review  of  program  management 


Review  of  program  management 


Review  of  program  effectiveness 


Review  of  program  management 


Review  of  program  administration 


Review  of  program  administration 


Review  of  program  effectiveness 


Review  of  program  effectiveness 


Survey  of  program  administration 


Survey  of  program  administration 
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JUSTIFICATION  OF  INCREASES  AND  DECREASES 

1.    A  net  increase  of  $23.000  for  the  Office  of  the  General  Sales  Manager  ($9.158.000 
available  in  fiscal  year  1994)  consisting  of: 

(a)  An  increase  of  $89.000  for  fiscal  year  1995  pay  costs. 

(b)  An  increase  of  $19.000  for  domestic  inflation. 

(c)  A  decrease  of  $85.000  and  one  staff-year  for  administrative  efficiency  and  to  meet 
targets  established  for  the  reduction  of  Federal  employment. 

Need  for  Change:  In  support  of  the  President's  Executive  Order  to  promote  the 
efficient  use  of  resources  for  administrative  purposes,   USDA  is  committed  to 
reducing  administrative  costs. 

Nature  of  Change:   In  order  to  achieve  these  savings,  GSM  will  reduce  discretionary 
expenses  by  $85,000  in  fiscal  year  1995,  by  the  elimination  of  one  staff-year  and 
reducing  spending  in  such  areas  as  travel,  training  and  equipment. 


General  Sales  Manager 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS  AND  STAFF-YEARS 
1993  and  Estimated  1994  and  1995 


District  of 
Columbia 

Total  Available 
or  Estimate 


1993 

1994 

1995 

Amount 

Staff- 
Years 

Amount 

Staff- 
Years 

Amount 

Staff- 
Years 

8,866,000 

145 

9,158,000 

145 

9,181,000 

144 

8.866.000 

145 

9.158.000 

145 

9.181.000 

144 
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OFFICE  OF  THE  GENERAL  SALES  MANAGER 

STATUS  OF  PROGRAM 

COMMERCIAL  EXPORT  PROGRAMS 

Within  the  provisions  of  the  Commodity  Credit  Corporation  (CCC)  Charter  Act,  the 
General  Sales  Manager  has  authority  to  make  sales  for  export  from  CCC  stocks  and  to 
develop  and  administer  programs  supporting  agricultural  commodity  exports.  In  addition, 
the  Agricultural  Trade  Act  of  1978,  as  amended  by  the  Food,  Agriculture,  Conservation, 
and  Trade  Act  of  1990  (FACT  Act)  provides  further  authorities  for  export  promotion 
programs.  In  fiscal  year  1993,  the  Export  Credit  Guarantee  Program  (GSM-102),  the 
Intermediate  Term  Export  Credit  Guarantee  Program  (GSM-103),  and  the  Export 
Enhancement  Program  (GSM-500)  continued  as  the  primary  vehicles  for  supporting 
commercial  agricultural  exports.  Commercial  export  programs  significantly  contributed  to 
the  exportation  of  U.S.  agricultural  commodities  during  fiscal  year  1993  with  an  estimated 
export  sales  value  of  over  $6  billion. 

1.   CCC  Export  Credit  Guarantee  Programs  (GSM-102)  and  (GSM-1031 
The  GSM-102  program  helps  U.S.  exporters  of  agricultural  commodities  and  products  by 
facilitating  extension  of  private  commercial  credit  with  repayment  periods  of  up  to  three 
years.   By  providing  a  U.S.  Government  guarantee  on  substantially  all  of  the  private 
financing,  this  CCC  program  encourages  U.S.  lenders  (typically  commercial  banks)  to 
extend  credit  which  is  used  by  overseas  customers  to  pay  U.S.  exporters.  The  Agricultural 
Trade  Act  of  1978,  as  amended,  provides  that  not  less  than  $5.0  billion  in  GSM-102 
guarantees  be  made  available  annually;  section  1542(a)  of  the  FACT  Act  further  provides 
that  not  less  than  $1.0  billion  in  guarantees  be  available  for  emerging  democracies  during 
fiscal  years  1991  through  1995. 

In  fiscal  year  1993,  GSM-102  export  credit  guarantees  announced  totaled  $4.6  billion  and 
sales  registrations  totaled  $3.6  billion  for  35  countries.   Countries  with  the  highest  levels  of 
credit  sales  registrations  included:   Mexico,  Algeria,  Korea  and  Russia. 

The  GSM-103  program  provides  guarantees  on  financing  of  more  than  three  and  up  to  10 
years,  and  is  designed  to  help  nations  make  the  transition  from  concessional  to  cash  sales. 
During  fiscal  year  1993,  $318  million  of  GSM-103  credit  guarantees  were  announced  and 
sales  registrations  totaled  $239  million.   Wheat,  feed  grains,  and  livestock  were  the 
principal  commodity  groups  included  in  the  program. 

Significant  accomplishments  were  recorded  in  key  regions  as  follows: 

-Private  Sector  GSM  Programs  -  In  fiscal  year  1993,  USDA  promoted  private  sector 
GSM-102  programs  in  Eastern  Europe  and  in  Africa.  Rather  than  guarantee  sales  through 
the  recipient  government,  the  risk  of  the  private  sector  was  assessed  and  determined  worthy 
of  supporting  these  private  sector  programs.   New  GSM-102  private  sector  programs  were 
developed  in  the  Czech  Republic  ($25  million),  Cote  d'lvoire  ($6  million),  Estonia  ($5 
million),  Gabon  ($1.5  million),  Slovenia  ($13  million)  and  Uzbekistan  ($15  million). 
Private  sector  programs  were  continued  for  a  second  year  in  Ghana,  Hungary  and  Namibia. 

-Asia  and  the  Middle  East  -  In  this  major  growth  market,  USDA  announced  GSM- 
102/103  coverage  for  10  countries  totaling  $1.4  billion.  This  coverage  supported  the  newly 
privatized  wheat  flour  market  in  Egypt,  expanded  market  opportunities  for  high  value 
products  in  Indonesia,  and  introduced  U.S.  breeder  livestock  in  the  Philippines.   The 
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Egyptian  GSM- 102  program  supported  $60  million  in  private  sector  wheat  flour  and  feed 
grains  sales  and,  due  to  this  beginning,  the  private  sector  program  will  be  expanded.  The 
commodity  mix  under  the  $132  million  Indonesian  GSM-102  program  was  expanded  to 
include  high  value  commodities  such  as  frozen  meat  and  poultry,  potatoes,  and  hides  and 
skins.   Under  the  $8  million  Philippine  GSM-103  program,  U.S.  exporters  successfully  sold 
beef  cattle,  water  buffalo  and  horses. 

-North  Africa  -  In  Algeria  the  fiscal  year  1993  availability  of  GSM-102  credit 
guarantees  allowed  U.S.  exporters  of  vegetable  oil  to  sell  approximately  $85  million  to 
Algeria.  The  U.S.  is  now  Algeria's  largest  supplier  of  vegetable  oil  and  Algeria  has  become 
the  largest  buyer  of  U.S.  vegetable  oil  in  the  world.  In  addition,  with  over  $100  million  in 
GSM-102  credit  guarantees  available  in  fiscal  year  1993,  Algeria  was  the  largest  buyer  of 
U.S.  dairy  products  under  the  DEIP  program.  In  response  to  requests  from  U.S.  wheat 
exporters  during  January  1993  for  expanded  GSM-103  credit  guarantees  to  Morocco, 
USD  A  allocated  an  additional  $60  million  for  wheat.   This  quick  action  resulted  in  sales  of 
an  additional  500,000  MT  of  U.S.  wheat  to  Morocco. 

-Latin  America  and  the  Caribbean  -  USDA  announced  fiscal  year  1993  GSM-102 
programs  for  nine  countries  in  the  Western  Hemisphere  valued  at  over  $1.9  billion  with 
sales  registrations  totaling  almost  $1.6  billion.   Mexico's  GSM-102  program  generated 
more  than  $13  billion  in  sales  registrations  of  U.S.  agricultural  commodities  or  36  percent 
of  total  registrations  under  the  GSM-102  program.  In  support  of  on-going  market 
development  efforts,  a  new  $5.0  million  GSM-102  program  for  Bolivia  was  announced 
allocating  credit  guarantees  for  purchases  of  wheat,  planting  seeds  and  pulses. 

2.  Export  Enhancement  Program.   The  $967  million  in  bonuses  awarded  to  exporters 
to  expand  U.S.  exports  in  fiscal  year  1993  was  the  third  highest  amount  on  record.  The 
sales  value  of  all  bulk  and  value  added  commodities  exported  under  this  program  totaled 
an  estimated  $3.1  billion.  This  program  supported  record  export  tonnages  of  wheat  flour 
(757,000  MT)  and  eggs  (46  million  dozen).  Wheat  (21.6  million  MT),  vegetable  oil 
(373,000  MT)  and  barley  malt  (55,000  MT)  scored  the  second  highest  tonnage  levels  since 
the  program  was  initiated  in  fiscal  year  1985.  The  structure  of  the  Export  Enhancement 
Program  (EEP)  and  other  export  assistance  programs  (DEIP,  SOAP  and  COAP)  were 
modified  to  facilitate  exports  using  compensatory  forms  of  trade.  This  action  resulted  in 
exports  of  over  two  million  metric  tons  of  agricultural  commodities  to  the  former  Soviet 
Union  without  the  support  of  CCC  export  credit  guarantees.  In  managing  the  EEP 
program,  over  1,600  applications  for  export  were  approved  by  USDA  staff. 

3.  Dairy  Export  Incentive  Program.   Sales  of  U.S.  dairy  products  under  the  Dairy 
Export  Incentive  Program  fiscal  year  1993  totaled  187,000  metric  tons  of  milk  powder, 
butterfat,  and  Cheddar,  Mozzarella,  and  processed  American  cheeses,  up  more  than 
108,000  metric  tons  from  fiscal  year  1992.  The  value  of  the  bonuses  totaled  $162  million. 
Key  markets  reached  by  this  program  in  fiscal  year  1993  were  Algeria,  Mexico,  Colombia, 
and  Saudi  Arabia. 

FOOD  AID  PROGRAMS 

(Public  Law  480,  Section  416(b)  and  Food  for  Progress) 

The  -^ministration  of  United  States  food  aid  programs  is  shared  by  the  USDA  and  the 
Agency  for  International  Development  (A.I.D.)  in  providing  assistance  to  needy  people  in 
over  90  countries  around  the  world.   Under  the  P.L.  480  Program,  section  416(b)  of  the 
Agricultural  Act  of  1949  and  the  Food  for  Progress  Program,  food  aid  programmed  during 
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fiscal  year  1993  totalled  over  13  million  metric  tons  with  a  commodity  value  of  $2.5  billion. 
This  funding  level  represented  an  historic  high,  reflecting  expansion  of  urgently  needed 
food  aid  to  the  Newly  Independent  States  (NIS)  of  the  former  Soviet  Union  ,  eastern 
Europe  and  Africa. 

1.  P.L.  480  Title  I.  Section  416(b)  and  Food  for  Progress.  These  USDA- 
administered  programs  provided  food  aid  to  56  countries  during  fiscal  year  1993,  compared 
with  49  countries  during  the  previous  fiscal  year.  The  value  of  commodities  provided 
under  the  Title  I  long-term  concessional  sales  program  totaled  about  $330  million.  The 
value  of  commodities  donated  under  section  416(b)  of  the  Agricultural  Act  of  1949 
including  contributions  to  the  World  Food  Program,  totaled  nearly  $450  million,  up  about 
50  percent  from  the  previous  year's  level.  The  Food  for  Progress  Program  provided 
commodities  with  a  value  of  about  $992  million,  compared  with  $127  million  in  fiscal  year 
1992,  to  support  countries  making  commitments  to  introduce  or  expand  free  enterprise 
elements  in  their  agricultural  sector. 

The  major  focus  of  USDA  administered  programs  in  fiscal  year  1993  was  as  follows: 

-  Food  Assistance  to  the  NIS  -  During  fiscal  year  1993,  USDA  provided 
approximately  7  million  tons  of  commodities  worth  about  $1.3  billion  to  the  NIS.  This 
assistance  was  provided  on  a  government-to-government  basis  and  through  private 
voluntary  organizations  to  meet  critical  food  needs  due  in  part  to  the  breakdown  of  inter- 
republic  trade  in  the  former  Soviet  Union. 

In  response  to  food  needs  in  Russia  and  the  absence  of  USDA's  commercial  credit 
guarantee  program,  President  Clinton  announced  a  $700  million  program  of  grant  food  aid 
and  concessional  credit  sales  to  Russia  under  the  Food  for  Progress  authority. 
Commodities  provided  included  corn,  soybean  meal,  wheat,  vegetable  oil,  chicken,  peanuts, 
rice,  sugar  and  butter. 

In  fiscal  year  1993,  USDA  also  provided  over  423,000  metric  tons  of  food  and  related 
transportation  assistance  worth  approximately  $100  million  to  Georgia  and  over  255,000 
metric  tons  worth  approximately  $112  million  to  Armenia.    Both  of  these  countries 
experienced  a  critical  shortage  of  foodstuffs  in  1993.  Without  the  heavy  USDA 
programming  in  Armenia,  there  could  have  been  significant  starvation  given  the 
deteriorating  economic  and  political  situation. 

-  Bulgaria  -  In  fiscal  year  1993,  USDA  programmed  $15  million  under  P.L.  480,  Title 
I  to  Bulgaria.  USDA  developed  this  program  in  response  to  requests  from  the  Bulgarian 
government.   Bulgaria  experienced  a  severe  drought  in  1993  which  resulted  in  a  sharp 
decrease  in  production. 

-  El  Salvador  -  Funds  generated  from  EL  Salvador's  $33  million  P.L  480  Title  I 
agreement  were  used  in  conjunction  with  other  international  donor  funds  for  land  reform 
projects  as  part  of  the  negotiated  peace  initiative  signed  with  the  Farabundo  Marti 
National  Liberation  Front  (FMLN). 

-  The  Philippines  -  The  Philippines'  Title  I  agreement  supported  development  of  the 
country's  livestock  sector  and  continued  to  leverage  additional  purchases  of  U.S.  feed 
grains  and  protein  meals.  The  proceeds  under  the  fiscal  1993  agreement  will  support 
livestock  development  projects  including  the  import  of  an  estimated  $7  million  worth  of 
breeder  livestock  for  which  the  U.S.  is  expected  to  be  the  principal  supplier.   Development 
of  the  livestock  industry  will  increase  long-term  demand  for  U.S.  feed  grains  and  soybean 
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meal.  The  soybean  meal  provided  under  the  Title  I  program  for  fiscal  years  1990-1993 
introduced  high  protein  meal  to  Philippine  end  users.   As  a  result,  U.S.  market  share  of 
total  Philippine  soybean  meal  imports  rose  from  30  percent  to  52  percent  during  the  same 
period.  The  increase  is  mostly  accounted  for  by  increased  commercial  purchases  of  U.S. 
high  protein  meal.   Prior  to  the  Title  I  soybean  meal  program,  most  Philippine  end  users 
were  familiar  only  with  cheaper  low  protein  meal  sources  from  India,  China  and  Brazil. 

-Egypt  -  As  a  result  of  the  introduction  of  U.S.  sorghum  under  the  fiscal  year  1991 
section  416(b)  agreement,  the  Government  of  Egypt  has  advised  USDA  that  it  plans  to 
tender  commercially  for  30,000-50,000  MT  of  U.S.  sorghum  and  barley.  While  there  was 
an  initial  reluctance  to  use  sorghum  in  Egyptian  feed  formulations,  a  coordinated 
promotion  effort  with  the  U.S.  Feed  Grains  Council  resulted  in  the  plans  to  purchase  and 
open  a  significant  new  market. 

2.  P.L.  480  Title  II  and  Title  m.  The  P.L  480  Title  II  donations  program 
administered  by  A.I.D.  provided  for  regular  feeding  programs  as  well  as  urgent 
humanitarian  food  aid  for  dire  emergencies  in  Africa  and  other  regions  of  the  world. 
Commodities  with  a  value  of  over  $500  million  were  distributed  to  needy  people  in  over  55 
countries.  This  program  is  carried  out  primarily  through  private  voluntary  agencies, 
nonprofit  organizations  and  cooperatives  as  well  as  the  World  Food  Program  of  the  United 
Nations.  In  addition,  the  Title  ID  grant  food  aid  program  provided  commodities  worth 
approximately  $230  million  to  promote  economic  development  in  the  least  developed 
countries. 

AGRICULTURAL  TECHNICAL  ASSISTANCE 

In  fiscal  year  1993  the  USDA  continued  to  implement  agricultural  technical  assistance 
projects  in  the  Newly  Independent  States  (NIS)  of  the  Former  Soviet  Union,  eastern 
Europe  and  Latin  America. 

1.  Emerging  Democracies  Program  -  The  $10  million  available  for  the  Emerging 
Democracies  Program  authorized  by  section  1542(d)  of  the  Food,  Agriculture, 
Conservation,  and  Trade  Act  of  1990  was  fully  committed  during  fiscal  year  1993,  with 
about  70  percent  of  the  funds  obligated  to  projects  in  the  NIS.  The  projects  focused  on 
improving  market  efficiency  by  supporting  the  development  of  market  information  systems 
and  training  in  the  operation  of  price  directed  markets. 

2.  Agricultural  Training  Fellowships  -  Approximately  200  agricultural  fellows  have 
arrived  in  the  US  from  NIS  countries  for  training  in  areas  as  diverse  as  grain  marketing  and 
bakery  and  confectionery  management. 

3.  Russia  Commodity  Exchange  Project  -  Approximately  500,000  metric  tons  of  wheat, 
200,000  metric  tons  of  corn  and  100,000  metric  tons  of  rice  provided  to  Russia  under  the 
Food  for  Progress  and  section  416(b)  were  sold  through  commodity  exchanges  in  Moscow 
and  Saratov.  The  purpose  of  these  projects  was  to  assist  commodity  exchanges  gain 
experience  in  moving  towards  economically  viable  private  operations.   This  effort  will  be 
broadened  throughout  Russia. 

4.  Joint  Commission  -  US  efforts  were  initiated  to  develop  a  Joint  US  -  Russia 
Commission  for  the  purpose  of  using  the  proceeds  from  monetized  food  aid  to  fund  local 
agricultural  and  market  development  projects.  This  concept  is  also  being  considered  in 
Belarus,  Ukraine  and  elsewhere. 
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PUBLIC  LAW  480 
Purpose  Statement 

Facilities  and  funds  of  the  Commodity  Credit  Corporation  are,  by  law,  used  in 
carrying  out  programs  for  exporting  agricultural  commodities.  The  law  also 
authorizes  appropriations  to  be  made  to  cover  costs  of  such  programs.  When  funds 
for  Title  I  ocean  freight  differential,  Title  II,  and  Title  III  become  available, 
advances  are  made  to  the  Corporation  for  estimated  costs.   If  the  amounts 
appropriated  are  greater  than  actual  costs,  the  excess  is  used  to  reduce  future 
appropriation  requests. 

The  following  activities  are  carried  out  under  the  Agricultural  Trade  Development 
and  Assistance  Act  of  1954,  Public  Law  480,  83rd  Congress,  as  amended  by  the  Food, 
Agriculture,  Conservation,  and  Trade  Act  of  1990  (FACT  Act): 

1 .  Financing  sales  of  agricultural  commodities  to  developing  countries  for 
dollars  on  credit  terms,  or  for  local  currencies  (including  for  local  currencies 
on  credit  terms)  for  use  under  section  104;  and  for  furnishing  commodities  to 
carry  out  the  Food  for  Progress  Act  of  1985.  as  amended  (Title  I).  All  sales  are 
made  pursuant  to  agreements  concluded  under  the  authority  of  Title  I,  using  funds 
appropriated  for  P.L.  480.  The  Commodity  Credit  Corporation  may  serve  as  the 
purchasing  or  shipping  agent,  or  both,  for  the  importing  country  or  may  award 
contracts  for  freight  agent  services  on  behalf  of  the  Corporation  to  handle 
shipping  of  commodities  under  P.L.  480. 

Sales  are  made  to  developing  countries  as  defined  in  section  402(4)  of 
P.L.  480  and  must  not  displace  expected  commercial  sales  (sections  403(e)  and 
(h)).  Agreements  are  made  with  developing  countries  for  delivery  in  accordance 
with  the  terms  of  agreement. 

Funds  appropriated  to  carry  out  Title  I  may  also  be  used  to  furnish  commodities  to 
carry  out  the  Food  for  Progress  Act  of  1985.  Such  commodities  may  be  furnished  on 
credit  terms  or  on  a  grant  basis  in  order  to  assist  developing  countries  and 
countries  that  are  emerging  democracies  that  have  made  a  commitment  to  introduce 
and  expand  free  enterprise  elements  in  their  agricultural  economies. 

2.  Commodities  supplied  in  connection  with  dispositions  abroad  (Title  II). 
Commodities  are  supplied  without  cost  to  developing  countries  to  combat 
malnutrition,  and  to  meet  famine  and  other  emergency  requirements.  The 
Corporation  pays  ocean  freight  on  shipments  under  this  title  and  may  also  pay 
overland  transportation  costs  to  a  landlocked  country,  as  well  as  internal 
distribution  costs  in  emergency  situations. 

3.  Commodities  supplied  in  connection  with  dispositions  abroad  (Title  III). 
Under  Title  III,  agricultural  commodities  are  furnished  to  least  developed 
countries  as  defined  in  section  302(a).  Commodities  are  provided  through  foreign 
governments  for  direct  feeding,  development  of  emergency  food  reserves  or  may  be 
sold  with  the  proceeds  of  such  sale  used  by  the  recipient  country  for  specific 
economic  development  purposes.  The  Corporation  may  pay,  in  connection  with 
furnishing  commodities  under  Title  III,  the  same  cost  items  as  are  authorized 
under  Title  II. 
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Credit  Reform 

Credit  reform  procedures  for  Federal  credit  programs  authorized  by  the  Budget 
Enforcement  Act  of  1990,  Title  XIII  of  the  Omnibus  Budget  Reconciliation  Act  of 
1990,  were  incorporated  beginning  with  the  1992  budget.  These  procedures  require 
that  budget  authority  and  outlays  for  direct  credit  and  guarantee  programs 
represent  their  subsidy  costs,  including  interest  subsidies,  defaults,  and 
administrative  expenses,  rather  than  disbursements  net  of  repayments  and  other 
collections.   In  addition  to  the  request  for  subsidy  budget  authority,  the 
proposed  1995  appropriation  language  includes  the  estimated  direct  credit  that 
would  be  extended  based  on  the  subsidy  amount  requested.  The  appropriation 
language  also  specifies  the  portion  of  the  requested  budget  authority  to  be  used 
for  administrative  expenses.  Budget  authority  for  the  subsidy  represents  the 
present  value  of  estimated  net  cashflows  over  the  lifetime  of  the  credit  issued; 
whereas  outlays  represent  the  portion  of  the  subsidy  related  to  the  credit  issued 
within  the  year.  Budget  authority  and  outlays  for  the  subsidies  are  presented  in 
the  Budget  in  "program  accounts."  All  disbursement  and  repayment  activity  related 
to  credit  issued  in  fiscal  year  1992  or  later  appear  in  a  "financing  account"  and 
are  considered  "off-budget"  for  purposes  of  estimating  the  deficit.  Budget 
authority  and  outlays  for  portfolios  of  credit  existing  prior  to  implementation  of 
credit  reform  are  reflected  in  the  budget  in  "liquidating  accounts"  and  are 
calculated  as  before,  to  represent  disbursements  and  borrower  repayments. 

For  P.L.  480,  the  "loan  program  account"  is  comprised  of  the  estimated  subsidy  for 
direct  credit  extended  to  finance  Title  I  commodities  and  related  Title  I 
administrative  expenses.   In  fiscal  year  1995,  the  appropriation  request  for  the 
P.L.  480  program  account  is  $278,182,000.  Because  credit  reform  rules  require  the 
separate  treatment  of  credit  and  non-credit  activities,  a  separate  appropriation 
of  $967,258,000  is  requested  for  the  non-credit  P.L.  480  activities  which  include 
Title  I  ocean  freight  differential  and  the  Titles  II  and  III  programs.  The  total 
appropriation  request  for  P.L.  480  in  fiscal  year  1995  is  $1,245,440,000. 

The  chart  on  the  next  page  depicts  the  fiscal  year  1995  proposed  appropriation  for 
P.L.  480  non-credit  and  credit  activities: 
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PUBLIC  LAW  480 

Available  Funds 

1993  Actual  and  Estimated,  1994  and  1995 


Item 


1993 
Actual  a/ 


1994 
Estimated 


1995 
Estimated 


Financing  the  sale  of  agricultural 
commodities  for  dollars  on  credit  terms  and 
for  foreign  currencies,  and  furnishing 
commodities  to  carry  out  the  Food  for 
Progress  Act  of  1985  (Title  I) 

Credit  Authority 
Subsidy 

Administrative  Expenses: 

OGSM 

ASCS 
Total  admin  expenses  (Title  I) 

Title  I  and  Admin  Expenses  Available: 
Title  I  Credit  Authority 
Credit  Subsidy  and  Admin  Expenses 

Ocean  freight  differential  (Title  I) 

Commodities  supplied  in  connection 
with  dispositions  abroad  (Title  II) 

Commodities  supplied  in  connection 
with  dispositions  abroad  (Title  III) 

PL  480  Grant  appropriation: 
Title  I  ocean  freight  differential, 
Title  II  and  Title  III  programs 

Total  program  costs  funded 

Total  available  (P.L.  480)  b/ 

Total  credit  sales  limitation 


$497,573,348     $450,446,000     $340,000,000 
$342,003,000     $346,889,000     $275,604,000 


1 ,467,000 
1,036,000 


1,500.000 
1,036.000 


2.503.000 


2,536,000 


1.524,000 
1  ,054,000 
2,578.000 


497,573,348 
344,506,000 


450.446.000 
349,425.000 


45,280.000 


831 ,500,000 


312.094.000 


45,927,000 
821,570,000 
280,083,000 


340,000,000 
278,182,000 

34,258,000 
773,000,000 
160,000,000 


1,188,874,000  1,147,580,000   967.256,000 
1,686,447,348  1,598,026.000  1,307,258,000 


1,533,380,000  1,497,005,000  1,245,440,000 


497,573,348       450,446,000       340,000,000 


a/  Titles  II  and  III  were  reapportioned  in  June  1993  to  transfer  $5  million  in  program  level  and 
budget  authority  from  Title  III  to  Title  II  to  provide  emergency  food  assistance  to  the  states  of 
former  Yugoslavia  and  in  September  1993  to  transfer  $16.5  million  in  unallocated  program 
level  and  appropriation  from  P.L.  480  Title  III  to  Title  II  to  provide  for  Title  II  transportation 
costs  to  be  disbursed  in  fiscal  year  1994. 

b/  Includes  amounts  available  for  P.L.  480  administrative  expenses. 


447 


Notes:  Effective  in  fiscal  year  1992,  obligations  incurred  in  a  fiscal  year  under 
Public  Law  480  Title  I  are  based  on  the  date  the  purchase  authorization  is 
issued  with  an  anticipated  export  date  by  December  31.  Title  II 
obligations  incurred  are  based  on  a  commodity  contract  award  date  issued  by 
September  30  with  an  anticipated  export  date  of  December  31.  Title  III 
obligations  are  based  on  the  date  the  request  for  commodity  purchase  is 
made  (the  "call  forward"  date),  with  a  commodity  contract  award  date  by 
September  30. 

Beginning  in  fiscal  year  1992,  under  credit  reform  procedures,  obligations 
for  Title  I  purchase  authorizations  are  limited  to  the  credit  level  amount 
in  the  appropriation  language.  The  related  subsidy  will  be  based  on 
country  risk  assessments  and  the  total  limited  to  the  appropriated  subsidy. 
Credit  sales  made  are  financed  from  the  financing  account.  Related  Title  I 
ocean  freight  differential  costs  are  paid  from  a  separate  P.L.  480  grant 
account  as  are  Title  II  and  III  program  costs.  Financing  of  Title  I 
obligations  incurred  prior  to  fiscal  year  1992  is  carried  out  through  the 
liquidating  account.  P.L.  480  funds  and  authorities  for  all  three  titles 
remain  available  until  expended,  unless  otherwise  provided. 

The  following  table  reconciles  budget  authority  to  outlays  financed  by  the 
P.L.  480  appropriation: 
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Reconciliation  of  Budget  Authority  to  On-Budget  Outlays 


FY  1993 
Actual  a/ 


FY  1 994 
Estimated 


1995 
Estimated 


Prog  ra  m_Ac  count 

Budget  Authority,  Credit  Subsidy 
Budget  Authonty,  Admin  Expenses 
Change  in  obligated  balances 


$342,003,000 

2,503.000 

-21,988,601 


$346,889,000 

2,536,000 

74,229,000 


$275,604,000 

2.578.000 

30.359.000 


^Outlays,  Title  I  Program  Account 


322,517,399 


423.654.000, 


Grant  Account 

Title  I  OFD 
Budget  Authority,  Title  I  Ocean  Freight 
Differential  (OFD) 
Change  in  obligated  balances 


45,280,000 
9.982,792 


45,927,000 
-1 ,744,000 


308.541.000 


34.258,000 
4.979,000 


Outlays,  Title  I  OFD 


55,262.792 


44,183.000 


39.237.000 


Title  II 
Commodity  Costs 
Ocean  and  inland  transportation 
Farmer-to-Farmer  Assistance  b/ 
Transfers  to  Private  Voluntary 
Organizations  (PVO's)  c/ 

Title  II.  Budget  Authority 

Change  in  obligated  balances 


510,800,000 

299,080,000 

11.620,000 

10.000,000 
831 ,500,000 
-71,652,882 


533,311,000 

263.116,000 

1 1 ,643,000 

13.500.000 

821.570,000 

80.806.000 


Outlays.  Title  II 


759.847,118 


902,376,000 


Title  III 
Commodity  Costs 
Ocean  and  inland  transportation 
Farmer-to-Farmer  Assistance 

Title  III.  Budget  Authority 

Change  in  obligated  balances 

Outlays.  Title  III 


190,901,000 

120,540,000 

653.000 

312,094,000 

-5,226,657 


201,300.000 

78.183,000 

600,000 

280,083.000 

55.377,000 


306,867,343 


335,460,000 


On-Budget  Outlays.  Total  PL  480: 
Program  Account: 
Outlays.  Title  I  subsidy  &  administrative  expenses 

Grant  Account: 

Title  I  OFD 

Title  II 

Title  III  


322,517,399 


55.262,792 
759,847,118 
306.867,343 


423,654,000 


44.183.000 
902,376,000 
335.460,000 


.  OutlaysJjranL  Account, 


Total  Outlays^PJL,48fL 


505.555,000 

252,399.000 

1 ,546,000 

13.500.000 
773,000.000 

18,081,000 
791,68i7000 


115.000.000 

44.400.000 

600.000 

160.000.000 

85,979.000 


_245J^9,000 


308,541,000 


39,237,000 
791.081.000 
245.979.000 


JLJ2L977.253 1.282.019.000  1.076.297.000 


1,444,494,652  1.705.673.000 1,384.838,000 


a/  Titles  II  and  III  were  reapportioned  in  June  1993  to  transfer  $5  million  in  program  level  and  budget  authority 
from  Title  III  to  Title  II  to  provide  emergency  food  assistance  to  the  states  of  former  Yugoslavia  and  in 
September  1993  to  transfer  $16.5  million  in  unallocated  program  level  and  appropriation  from  P.L.  480  Title  III 
to  Title  II  to  provide  for  Title  II  transportation  costs  to  be  disbursed  in  fiscal  year  1994.  Authonty  for  the  transfers 
is  contained  in  the  Agriculture,  Rural  Development,  Food  and  Drug  Administration,  and  Related 
Agencies  Appropriations  Act,  1993. 

b/  Includes  technical  assistance  to  be  made  available  to  the  newly  independent  states  of  the  former  Soviet 

Union. 

c/  Provides  funds  for  private  voluntary  organizations  and  cooperatives  to  assist  in  meeting  administrative, 
management  and  internal  transportation  and  distribution  costs  for  carrying  out  Title  II  programs. 


449 


The  estimates  include  appropriation  language  for  this  item  as  follows  (new 
language  underscored;  deleted  matter  enclosed  in  brackets): 

1  Public  Law  480  Program  and  Grant  Accounts 

(Including  Transfers  of  Funds) 

For  expenses  during  the  current  fiscal  year,  not  otherwise  recoverable,  and 
unrecovered  prior  years'  costs,  including  interest  thereon,  under  the 
Agricultural  Trade  Development  and  Assistance  Act  of  1954,  as  amended 
(7  U.S.C.  1691,  1701-1715,  1721-1726,  1727-1727f,  1731-1736g),  as  follows: 
(1)  [$450,446,000]  $340,000,000  for  Public  Law  480  title  I  credit,  including 

2  Food  for  Progress  [credit]  programs;  (2)  [545,927,000]  534.258,000  is  hereby 
appropriated  for  ocean  freight  differential  costs  for  the  shipment  of 
agricultural  commodities  pursuant  to  title  I  of  said  Act  and  t-he  Food  for 
Progress  Act  of  1985,  as  amended;  (3)  [$821,570,000]  5773,000.000  is  hereby 
appropriated  for  commodities  supplied  in  connection  with  dispositions  abroad 
pursuant  to  title  II  of  said  Act;  and  (4)  [5280,083,000]  5160,000,000  is 
hereby  appropriated  for  commodities  supplied  in  connection  with  dispositions 

3  abroad  pursuant  to  title  III  of  said  Act:  Provided,  That  not  to  exceed  [10] 
1_5  per  centum  of  the  funds  made  available  to  carry  out  any  title  of  said  Act 
may  be  used  to  carry  out  any  other  title  of  said  Act:  Provided  further,  That 
such  sums  shall  remain  available  until  expended  (7  U.S.C.  2209b). 

For  the  cost,  as  defined  in  section  502  of  the  Congressional  Budget  Act  of 
1974,  of  direct  credit  agreements  as  authorized  by  the  Agricultural  Trade 
Development  and  Assistance  Act  of  1954,  as  amended,  and  the  Food  for 
Progress  Act  of  1985,  as  amended,  including  the  cost  of  modifying  credit 
agreements  under  said  Act,  [5346,889,000]  5275.604.000. 

In  addition,  for  administrative  expenses  to  carry  out  the  Public  Law  480 
title  I  credit  program,  and  the  Food  for  Progress  Act  of  1985,  as  amended, 
to  the  extent  funds  appropriated  for  Public  Law  480  are  utilized, 
[52,536,000]  52.578.000. 

The  first  change  adds  "grant"  to  the  title  of  this  section  of  the 
appropriations  language  since  the  Public  Law  480  Program  and  Grant  Accounts 
are  funded  through  this  section  of  the  appropriations  language. 

The  second  change  replaces  the  reference  of  "credit"  with  a  broader  term, 
"programs"  since  both  Food  for  Progress  grants  and  credits  are  funded 
through  this  section  of  the  appropriations  language. 

The  third  change  increases  the  percentage  of  funds  allowed  to  be  transferred 
between  titles  to  15  percent  to  permit  more  flexibility  in  responding  to  the 
needs  of  importing  countries. 
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P.L.  480  PROGRAM  ACCOUNT-DIRECT  CREDIT 


Limitation  on 
Direct  Credit 


Subsidy 


Administrative 
Expenses 


Appropriations  Act.  1994 
Budget  Estimate,  1995 

Increase  or  Decrease  in  Amount 


$450,446,000     $346,889,000         $2,536,000 
340.000.000      275.604.000  2.578.000 

-110,446,000       -71,285,000 42.000 


SUMMARY  OF  INCREASES  AND  DECREASES 
(on  basis  of  appropriations) 


Hem  of  Change 


1994 
Estimated 


Program 
Changes 


1995 

Estimated 


P.L.  480  Direct  Credit  Level 

Subsidy  costs 

Administrative  expenses: 
General  Sales  Manager 
ASCS 
Total,  Administrative  Expenses 


$450,446,000   -$110,446,000     $340,000,000 
346,889.000       -71.285,000      275,604.000 


1.500.000 
1.036.000 


24.000 
18,000 


1.524,000 
1,054,000 


2.536,000 


42,000 


2,578,000 
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Public  Law  480  Grants 
(on  basis  of  appropriation) 


(Title  II) 
(Title  I)         Emergency  and         (Title  III) 
Ocean  Freight  Private  Assistance       Food  for 
Differential         Programs  a/      Development  a/ 


Total 


Appropriations  Act,  1994      $45,927,000 
Budget  Estimate,  1995  34,258,000 


$821,570,000     $280,083,000      $1,147,580,000 
773.000.000       160.000.000  967.258.000 


Decrease  in  Appropriation    -1 1 ,669,000 -48,570,000     -120,083.000 

a/  Commodities  supplied  in  connection  with  dispositions  abroad. 


■180.322.000 


SUMMARY  OF  INCREASES  AND  DECREASES 
(on  basis  of  appropriation) 


1994 
Hem  of  Change                              Estimated 

Program 
Changes 

1995 
Estimated 

Ocean  Freight  Differential 
(Title  I)                                                $45,927,000 

•$11,669,000 

$34,258,000 

Commodities  supplied  in  connection  with 
dispositions  abroad  (Title  II)               821 ,570,000 

-48.570,000 

773,000.000 

Commodities  supplied  in  connection 
dispositions  abroad  (Title  III)              280,083,000 

•120.083,000 

160.000.000 

Total  Appropriation                           1,147,580,000 

-180.322,000 

967,258,000 
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PUBLIC  LAW  460 

PROJECT  STATEMENT 

(on  basis  of  appropriation  and  available  funds) 


Protect 


1993 
Actual 


1994 
Estimated 


Increase  or 

Decrease 


1995 
Estimated 


1  Financing  the  sale  of  agncurturaJ  commodities 
tor  dollars  on  credit  terms  and  for  foreign 
currencies ,  and  furnishing  commodities  for  Food 
tor  Progress,  and  for  edmrrsstretive  expenses 
(TWe  I) 

Direct  Credit 
Subsidy 

Administrative  Expenses 

2  Ocean  Freight  Differential  (Tale  I) 

3.  Commodities  supplied  in  connection 
(TrUe  II) 


$497,573,340  S4S0.446.000  -S1 10.446.000 

342.003.000  346.689.000       -71.285.000 

2.503,000  2.536.000                42.000 

45280.000  45.927.000       -11.669.000 

831.500.000  821570.000;      -48.570.000 


4.  Commodities  supplied  in  connection 
with  dupoafbons  abroad  (True  III) 

Total,  appropriation 


$340,000,000 

275.604.000 

2.578.000 

34258,000 


773.000.000 


312.094.000      280.083.000     -120.083,000  160.000.000 

1 533.380.000    1 .497.005.000     -2S1 365,000         1 245,440.000 


PL  480  Summary- 
Direct  Credit 
Subsidy 

Adnnnsu  alive  Expenses 
Grants 


497573.348  450.446.000  -110.446.000(1)  340.000.000 

342.003.000  346588.000  -71285.000(2)  275.604.000 

2503.000  2536.000  42.000(3)  2576.000 

1.188574.000  1.147580.000  -180.322.000(4)  967256.000 


Note:  Requests  have  been  submitted  to  the  Congress  to  rescind  a  total  of  S85  million  in  FY  1994  P.L  480  budget 
authority  and  S9S.6  million  in  uiugmii  level.  The  rescissions  would  reduce  TWe  I  subsidy  budget  authority  by  $35.4 
million  (Title  I  credit  level  would  be  reduced  by  S46.0  million)  and  Trtte  I  ocean  freight  differential  budget  authority  and 
program  level  by  $4.6  m*on  for  a  total  TWe  I  budget  authority  rsoXielicn  of  $40.0  million  (prorjam  level  reduction  of 
$50.6  million).  The  rescission  requests  would  also  reduce  TWe  III  budget  authority  and  program  level  by  $45  million. 
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EXPLANATION  OF  PROGRAM 

Under  Public  Law  480,  as  amended,  exports  of  available  agricultural  commodities 
are  made  to  developing  countries.  Factors  determining  commodity  availability 
are  productive  capacity,  domestic  requirements,  farm  and  consumer  price  levels, 
anticipated  commercial  exports,  and  adequate  carryover.   No  commodity  is  available 
for  disposition  if  it  would  reduce  the  domestic  supply  below  that  which  is  needed 
to  meet  domestic  requirements,  adequate  carryover,  and  anticipated  exports  for 
dollars,  unless  the  Secretary  determines  that  some  part  of  the  supply  should  be 
used  for  urgent  humanitarian  purposes.  No  commodities  may  be  made  available 
except  upon  determination  that  adequate  storage  facilities  are  available  in  the 
recipient  country  at  the  time  of  exportation  to  prevent  spoilage  or  waste  and  that 
the  distribution  will  not  be  a  substantial  disincentive  to  the  recipient  country's 
domestic  production.   In  carrying  out  this  program,  emphasis  is  placed  on 
assistance  to  those  countries  that  are  determined  to  help  themselves  by  improving 
their  agricultural  production  and  economic  development. 

No  agreements  may  be  made  with  the  government  of  any  country  which  engages  in  a 
consistent  pattern  of  gross  violations  of  internationally  recognized  human  rights 
or  other  flagrant  denial  of  the  right  to  life,  liberty,  and  personal  security 
unless  the  use  of  the  commodities  themselves  or  proceeds  from  their  sale  is 
targeted  to  the  most  needy  people  of  that  country  and  is  made  available  through 
channels  other  than  the  government. 

The  authorization  for  agreements  to  finance  sales  and  programs  of  assistance  under 
Public  Law  480  was  extended  through  December  31,  1995,  by  amendments  included  in 
the  FACT  Act,  Public  Law  101-624,  signed  November  28,  1990. 

TITLE  I 

The  P.L.  480  Title  I  appropriation  finances  all  sales  made  pursuant  to  agreements 
concluded  under  Title  I.  Sales  are  made  to  developing  countries— as  defined  in 
section  402(4)  of  the  Act — and  do  not  displace  expected  commercial  sales  for  cash 
dollars  (sections  403(e)  and  (h)). 

In  order  to  stimulate  and  increase  sales  for  dollars  through  credit,  this  title 
provides  for  sales  of  U.S.  farm  products  under  long-term  credit  arrangements. 
The  purpose  is  to  expand  international  trade,  develop  and  expand  export  markets, 
and  encourage  economic  development  in  the  developing  countries.  Agreements  are 
made  with  the  governments  of  developing  nations. 

Repayments  for  agricultural  commodities  sold  under  Title  I  may  be  made,  with 
interest  at  a  concessional  rate  as  determined  by  the  Secretary,  either  in  U.S. 
dollars  or  in  local  currencies  on  credit  terms  up  to  30  years,  with  a  grace  period 
of  up  to  seven  years.  Interest  is  charged  from  the  date  of  last  delivery  in  each 
calendar  year.  Payments  received  under  fiscal  year  1992  and  future  agreements 
will  be  deposited  in  a  financing  account  for  use  by  the  U.S.  Treasury  to  offset 
U.S.  Government  outlays. 

Local  currencies  received  under  Title  I  sales  agreements  may  be  used  in  carrying 
out  activities  under  section  104  of  the  Agricultural  Trade  Development  and 
Assistance  Act  of  1954,  as  amended.  Activities  in  the  recipient  country  for  which 
these  local  currencies  may  be  used  include  developing  new  markets  for  U.S. 
agricultural  commodities  on  a  mutually  beneficial  basis,  paying  U.S.  obligations, 
and  supporting  agricultural  development  or  research. 

Under  the  Food  for  Progress  Act  of  1985.  the  Corporation  may  finance  the  sale  and 
exportation  of  agricultural  commodities  on  credit  terms,  or  on  a  grant  basis,  to 
support  developing  countries  and  countries  that  are  emerging  democracies  and  have 
commitments  to  introduce  or  expand  free  enterprise  elements  in  their  agricultural 
economies.   For  commodities  furnished  on  a  grant  basis,  the  Corporation  may  pay. 
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in  addition  to  acquisition  costs  and  ocean  transportation,  such  related  commodity 
and  delivery  charges  as  are  specified  for  commodities  supplied  unaer  Title  II. 

For  most  sales  agreements  under  Title  I,  the  Corporation  will  pay  ocean  freight 
charges  only  to  the  extent  of  the  differential  between  U.S. -flag  rates  and 
foreign-flag  rates  when  U.S. -flag  vessels  are  required  to  be  used  by  authority  of 
the  Merchant  Marine  Act.   In  limited  cases,  full  transportation  costs  to  port  of 
entry  or  point  of  entry  abroad  may  be  included  with  the  cost  of  the  commodity  in 
the  amount  financed  by  CCC  to  ensure  that  U.S.  food  aid  will  reach  the  most  needy 
recipients. 

Section  411  of  P. I.  480  authorizes  the  President  to  waive  payments  of  principal 
and  interest  under  dollar  credit  sales  agreements  for  countries  which  are  least 
developed  and  have  in  effect  either  an  International  Monetary  Fund  standby 
agreement,  a  structural  adjustment  program  of  the  International  Bank  for  : 
Reconstruction  and  Development  or  if  no  agreement  is  in  effect,  the  country  is 
pursuing  a  policy  to  promote  democratic,  market-oriented  and  long-term  economic 
development.   If  such  authority  is  used  to  waive  payments,  no  new  Title  1 
assistance  may  be  provided  for  that  country  for  two  years  following  the  date  of 
the  authorized  waiver  unless  the  President  provides  prior  written  justification  to 
the  Congress.  The  aggregate  amount  of  principal  and  interest  that  are  waived  may 
not  exceed  the  amounts  approved  for  such  purpose  in  an  Act  appropriating  funds  to 
carry  out  P.L.  480. 

TITLE  II 

Under  Title  II,  as  amended,  commodities  are  supplied  to  foreign  countries  to 
combat  malnutrition,  to  meet  famine  or  other  urgent  relief  requirements,  promote 
sound  environmental  practices  and  carry  out  the  United  States'  commitment  to  the 
World  Food  Program. 

Amendments  to  Title  II  statutory  authorities  included  in  the  Food,  Agriculture. 
Conservation,  and  Trade  Act  of  1990  require  that  a  minimum  of  1.925  million  metric 
tons  (grain  equivalent  basis)  of  agricultural  commodities  be  programmed  in  fiscal 
year  1991.  The  minimum  Title  II  program  requirement  increases  by  25,000  metric 
tons  for  each  subsequent  year  through  fiscal  year  1995.  Of  the  1991  program 
requirement,  a  minimum  1.450  million  metric  tons  (grain  equivalent  basis)  were  t3 
be  distributed  for  nonemergency  programs  through  voluntary  agencies,  cooperatives 
and  the  World  Food  Program,  unless  the  Administrator  of  the  Agency  for 
International  Development  (AID)  determines  and  reports  to  Congress  that  such  an 
amount  cannot  be  used  effectively  or  is  needed  in  order  to  meet  an  emergency.  The 
nonemergency  program  requirement  also  increases  by  25,000  metric  tons  for  each 
subsequent  year  through  fiscal  year  1995. 

Commodities  requested  may  be  furnished  from  the  Corporation's  inventory  acquired 
under  price  support  programs  or  purchased  from  private  stocks.  Commodities 
furnished  from  the  Corporation's  inventory  which  are  acquired  under  a  domestic 
price  support  program  are  valued  at  a  price  not  greater  than  the  export  market 
price  at  the  time  of  delivery  for  purposes  of  determining  the  reimbursement  due 
the  Corporation. 

The  Corporation  also  finances  the  costs  of  ocean  transportation  to  ports  of  entry. 
or  to  points  of  entry  other  than  ports  in  the  case  of  landlocked  countries,  or 
when  the  use  of  a  point  of  entry  other  than  port  would  result  in  substantial 
savings  in  costs  or  time. 

The  Corporation  may  also  pay  transportation  costs  from  designated  ports  of  entry 
or  points  of  entry  abroad  to  storage  and  distribution  sites,  and  associated 
storage  and  distribution  costs  for  commodities,  including  prepositioned 
commodities,  made  available  to  meet  urgent  or  extraordinary  relief  requirements. 
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Local  distribution  is  usually  made  by  nonprofit  voluntary  agencies,  including 
foreign  voluntary  agencies  when  no  United  States  agency  is  available,  as  well  as 
by  local  governments. 

For  fiscal  years  1991  through  1995,  no  less  than  $10.0  million  nor  more  than 
$13.5  million  of  the  funds  provided  annually  for  Title  II  shall  be  made  available 
to  private  voluntary  organizations  and  cooperatives  to  assist  these  organizations 
in  establishing  new  Title  II  programs  or  to  meet  specific  administrative, 
management  and  internal  transportation  and  distribution  costs  for  carrying  out 
Title  II  programs  in  foreign  countries.  A  request  for  such  funds  must  be  made  by 
the  organization  and  is  subject  to  approval  by  the  Administrator  of  AID. 

Amendments  made  by  the  FACT  Act  also  establish  a  Food  Aid  Consultative  Group 
headed  by  the  Administrator  to  meet  on  an  on-going  basis  to  review  and  address 
Title  II  regulations  and  procedures  for  their  effectiveness  in  governing  Title  II 
programs.  The  Group  shall  terminate  on  December  31,  1995. 

Assistance  under  Title  II  is  directed  toward  activities  designed  to  alleviate  the 
causes  of  the  need  for  such  aid.  Programs  of  assistance  shall  not  be  undertaken 
under  this  title  during  any  fiscal  year  which  call  for  an  appropriation  to 
reimburse  the  Corporation  in  excess  of  $1  billion  plus  the  unused  prior  year's 
authorization. 

TITLE  III 

The  Agricultural  Trade  Development  and  Assistance  Act  of  1954,  as  amended  in  1990, 
established  a  new  Title  III  program,  beginning  January  1,  1991.  AID  administers 
the  Title  III  program. 

Under  this  program,  wh'ich  emphasizes  the  integration  of  U.S.  food  aid  programs 
into  the  development  programs  of  the  U.S.  government  and  those  of  the  recipient 
country,  commodities  are  donated  to  least  developed  countries.  The  donated 
commodities  may  be  used  in  direct  feeding  programs  or  may  be  sold  in  the  recipient 
country  and  the  revenue  generated  may  be  used  in  that  country  to  promote  economic 
development.  The  law  stresses  several  specific  development  themes  including 
enhancement  of  food  security,  privatization  of  food  and  agricultural  distribution 
systems,  and  support  of  nutrition  improvement  and  child  survival  initiatives.  In 
general,  Title  III  resources  may  be  used  to  promote  broad-based,  equitable,  and 
sustainable  economic  development,  including  agriculture. 

The  "least  developed"  countries  are  defined  in  section  302  of  P.L.  480  and  are 
based  on  the  poverty  criteria  established  for  Civil  Works  Preference  by  the  World 
Bank.  For  fiscal  year  1993,  this  criteria  included  countries  with  a  per  capita 
GNP  of  less  than  $635. 

Countries  that  do  not  meet  the  poverty  criteria  may  still  be  considered  "least 
developed"  for  purposes  of  Title  III  eligibility  if  they  meet  each  of  the 
following  three  food  deficit  criteria  established  in  P.L.  480:  the  daily  per 
capita  consumption  of  the  country  is  less  than  2,300  calories:  the  mortality  rate 
of  children  under  five  years  of  age  in  the  country  is  in  excess  of  100  per  1,000 
births;  and  the  country  is  unable  to  meet  its  food  security  requirements  through 
domestic  production  or  imports  due  to  a  shortage  of  foreign  exchange  earnings. 

Based  on  the  fiscal  year  1993  guidelines,  54  countries,  one-half  of  which  are  in 
Africa,  are  identified  as  "least  developed."  and  are  therefore  considered  eligible 
for  Title  III  food  aid. 

Although  a  country  may  satisfy  the  definition  of  a  "least  developed  country,"  it 
still  may  not  be  provided  assistance  under  Title  III  if  other  statutory  or  policy 
restrictions  or  funding  constraints  on  providing  assistance  to  that  country  exist. 
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The  U.S.  Government  will  donate  Title  III  agricultural  commodities  without  charge 

to  the  recipient  country  and  will  arrange  for  and  pay  the  costs  of  purchasing, 

processing,  handling  and  transporting  the  commodities  to  the  port  or  point  of 
entry  in  the  recipient  country. 

FOOD  SECURITY  WHEAT  RESERVE 

The  Food  Security  Wheat  Reserve  was  established  under  afority  of  the  Food 
Security  Wheat  Reserve  Act  of  1980  (P.L.  96-494).  The  Act  authorizes  a  reserve  of 
up  to  147  million  bushels  (four  million  metric  tons)  of  wheat  which  can  be  made 
ava-lable  for  programming  through  P.L.  480  to  provide  emergency  humanitarian  food 
assistance  to  developing  countries. 

Wheat  from  the  reserve  can  be  released  by  the  President  under  two  conditions. 
First,  up  to  four  million  metric  tons  of  the  reserve  can  be  made  available  for 
P.L.  480  programming  any  time  the  U.S.  domestic  supply  of  wheat  is  so  limited  that 
quantities  of  wheat  cannot  be  made  available  for  P.L.  480  under  the  availability 
criteria  set  forth  in  Section  401(a)  of  the  Agricultural  Trade  Development  and 
Assistance  of  1954.  Second,  up  to  300,000  metric  tons  of  wheat  may  be  released 
from  the  reserve  in  any  fiscal  year  for  use  under  Public  Law  480  to  provide  urgent 
humanitarian  relief  in  any  developing  country  suffering  a  major  disaster,  and  when 
the  normal  means  of  obtaining  commodities  for  food  assistance  make  timely 
programming  impossible.  Reimbursement  to  the  Corporation  for  wheat  released  from 
the  reserve  is  to  be  made  from  funds  made  available  to  P.L.  480  at  the  lower  of 
the  actual  costs  incurred  by  the  Corporation  or  the  export  market  price  of  wheat, 
as  determined  by  the  Secretary,  at  the  time  of  export.  The  FACT  Act  added  a 
provision  requiring  replenishment  of  the  reserve  no  later  than  18  months  after  the 
release  of  stocks.  Replenishment  may  be  made  either  through  purchases  to  the 
extent  funds  are  appropriated  in  advance  and  provided  that  such  purchases  do  not 
unduly  disrupt  the-market,  or  by  designating  an  equivalent -quantity  of  CCC-owned 
wheat  from  uncommitted  stocks. 

DEBT  REDUCTION  -  ENTERPRISE  FOR  THE  AMERICAS  (EAI) 

Debt  reduction  is  authorized  for  P.L  480  Title  I  under  the  Enterprise  for  the 
Americas  Initiative,  Title  VI  of  the  Agricultural  Trade  Development  and  Assistance 
Act  of  1954,  as  amended.  Debt  reduction  for  outstanding  Title  I  direct  credit  as 
of  January  1,  1990  is  authorized  for  Latin  American  and  Caribbean  countries  which 
meet  certain  eligibility  requirements  including  pursuing  economic  reform  programs 
with  the  International  Monetary  Fund  and  World  Bank,  placing  into  effect  major 
investment  reforms  in  conjunction  with  an  InterAmerican  Development  Bank  loan  and, 
if  applicable,  arranging  with  its  commercial  bank  lenders  a  debt  service 
reduction.  In  fiscal  year  1993,  the  U.S.  government  signed  EAI  agreements  with  El 
Salvador  and  Uruguay  reducing  P.L.  480  Title  I  debt  outstanding  by  80%  and  40%, 
respectively. 

PUBLIC  LAW  480 
FOOD  FOR  PROGRESS  PROGRAM  TO  RUSSIA 

As  part  of  a  comprehensive  package  of  U.S.  assistance  for  Russia  announced  by  the 
President  in  April  1993,  $700,000,000  in  commodity  and  related  transportation 
assistance  was  proposed  to  be  furnished  under  the  Food  for  Progress  (FFP) 
authority.  To  achieve  this,  $385,000,000  was  transferred  from  CCC  to  P.L.  480 
Title  I/Food  for  Progress  under  provisions  of  the  Secretary  of  Agriculture's 
Interchange  Authority  (7  U.S.C.  2257).  The  amount  transferred  exceeds  the  seven 
percent  of  funds  authorized  based  on  the  Secretary's  determination  of  an 
extraordinary  emergency  situation. 
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Sales  under  the  credit  portion  of  the  Food  for  Progress  program  for  Russia  carry  a 
term  of  fifteen  years,  including  a  seven  year  grace  period.  The  interest  rates 
are  three  percent  during  the  grace  period  and  four  percent  thereafter.   Funding 
for  commodity  and  ocean  freight  financing  for  the  Food  for  Progress  credit  program 
is  under  P.L.  480  Title  I  and  is  subject  to  credit  reform  budgeting. 

JUSTIFICATION  OF  INCREASES  AND  DECREASES 
P.L.  480  PROGRAM  ACCOUNT  (DIRECT  CREDIT) 

(1)  A  decrease  of  $110,446,000  in  Title  I  direct  credit  ($450,446,000 
available  in  1994) 

Need  for  Change.  This  decrease  is  necessitated  by  constraints  on  funding  for 
U.S.  international  programs  and  the  need  to  accommodate  increased  expenditures 
for  other  priority  international  activities. 

Nature  of  Change.  This  decreased  program  level  will  provide  commodity 
shipments  of  1.884  million  metric  tons  grain  equivalent  (MMTGE)  compared  to 
2.499  MMTGE  estimated  for  FY  1994. 

(2)  A  decrease  of  $71,285,000  in  Title  I  subsidy  ($346,889,000  available  in  1994) 

Need  for  Change.  This  decrease  is  necessitated  by  constraints  on  funding  for 
U.S.  international  programs  and  the  need  to  accommodate  increased  expenditures 
for  other  priority  international  activities. 

Nature  of  Change.  Less  subsidy  is  needed  to  achieve  the  program  level 
requested. 

(3)  An  increase  of  $42,000  in  total  administrative  expenses  ($2,536,000  available 
in  1994) 

Need  for  Change:  Administrative  expenses  are  transferred  to  0GSM  and  ASCS  for 
administration  of  P.L.  480  Title  I  credit  sales.  These  increases  are  based  on 
projected  pay  and  inflation  increases,  partially  offset  by  administrative  cost 
reductions. 

Nature  of  Change:  The  increase  in  estimated  administrative  expenses 
transferred  to  OGSM  is  $24,000  and  the  increase  in  estimated  administrative 
expenses  transferred  to  ASCS  is  $18,000. 
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JUSTIFICATION  OF  INCREASES  AND  DECREASES 
P.L.  480  GRANT  ACCOUNT 

(4)  A  net  decrease  of  SI80.322.000  for  P.L.  480  grants  (SI . 147.580.000  available 
in  1994)  consisting  of: 

(a)  A  decrease  of  $11.669.000  in  Title  I  ocean  freight  differential  costs 
$45.927.000  available  in  1994) 

Need  for  Change.  This  decrease  is  due  to  lower  anticipated  commodity 
shipments  based  on  the  proposed  level  of  P.L.  480  Title  I  programming  for 
1995. 

Nature  of  Change.  The  estimated  costs  for  CCC's  portion  of  ocean  freight 
differential  payments  are  reduced  by  $11,669,000  based  on  reduced 
commodity  shipments. 

(b)  A  decrease  of  $48.570.000  in  Title  II  program  costs  ($821.570.000  available 
in  1994 

Need  of  Change.  This  decrease  is  necessitated  by  constraints  on  funding 
for  U.S.  international  programs  and  the  need  to  accommodate  increased 
expenditures  for  other  priority  international  activities. 

Nature  of  Change.  This  requested  program  level  will  provide  commodity 
shipments  of  2.118  million  metric  tons  grain  equivalent  (MMTGE)  compared  to 
2.122  MMTGE  in  FY  1994. 

(c)  A  decrease  of  $120.083.000  in  Title  III  program  costs  ($280.083.000 
available  in  1994) 

Need  for  Change:  This  decrease  is  necessitated  by  constraints  on  funding 
for  U.S.  international  programs  and  the  need  to  accommodate  increased 
expenditures  for  other  priority  international  activities. 

Nature  of  Change:  This  decreased  program  level  will  provide  commodity 
shipments  of  0.677  million  metric  tons  grain  equivalent  (MMTGE)  compared  to 
1.178  MMTGE  in  FY  1994. 
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An  illustrative  commodity  mix  of  the  program  at  the  requested  level  is  as  follows: 


TITLE  1 

FY  1993  Actual  a/ 

FY  1994  Est. 

FY  1995  Est. 

(SMill) 

(000  MTGE) 

(SMill) 

(000  MTGE) 

(SMill) 

(000  MTGE) 

Wheat/Wheat  Flour 

131.0 

897 

253.9 

1,883 

188.2 

1,384 

Rice 

21.7 

85 

46.1 

103 

34.1 

85 

Feed  Grains 

97.4 

916 

41.1 

354 

30.4 

292 

Vegetable  Oil 

16.9 

36 

37.3 

61 

27.7 

44 

Oilseeds  and  Meal 

41.5 

208 

31.1 

74 

23.1 

61 

Tallow 

11.2 

31 

7.5 

20 

5.5 

15 

Cotton 

10.0 

7 

6.2 

4 

4.6 

3 

Total  Commodities 

331.7 

2.180 

423.2 

2.499 

313.6 

1,884 

Ocean  Freight  Differential 

55.3 

45.9 

34.3 

Ocean  Freight  Financing 

— 

15.0 

15.0 

Ocean  Freight  Grants 

— 

12.3 

11.4 

Title  1  Proqram  Level 

387.0 

496.4 

374.3 

TITLE  II 

FY  1993  Actual  a/ 

FY  1994  Est. 

FY  1995  Est. 

(SMill) 

(000  MT) 

(SMill) 

(000  MT) 

(SMill) 
164.2 

(000  MT) 

Wheat  &  products 

116.7 

692 

173.2 

1.042 

981 

Feed  Grains  and  products 

38.6 

278 

30.7 

223 

29.1 

238 

Rice 

47.8 

196 

66.1 

147 

62.6 

157 

Vegetable  Oil 

83.0 

128 

125.0 

146 

118.5 

136 

Pulses 

46.8 

96 

51.9 

91 

49.2 

118 

Non-fat  Dried  Milk 

0.1 

2 

._ 

... 

... 

... 

Blended  Foods 

93.3 
426.3 

291 

.  86.4 

271 

82.0 

283 

Total  Commodities 

1.683 

533.3 

1,920 

505.6 

1,913 

PVO  admin  cost 

10.0 

13.5 

13.5 

i.5 

252.4 

773.0 

Farmer-to-Farmer  Program 

11.7 

11.7 

Ocean  Transportation 

311.8 

263.1 

Total  Program  Level 

759.8 

821.6 

Thousand  Metric  Tons  Gr  Eq. 

1,862 

2.122 

~FY~ 

2,118 

TITLE  III 

FY  1993  Actual  a/ 

FY  1994  Est. 

1 995  Est. 

(SMill) 

(000  MT) 

(SMill) 

(000  MT) 

(SMillJ 

(000  MT) 

Wheat/wheat  flour 

115.6 

842 

123.1 

913 

70.5 

519 

Rice 

17.2 

62 

20.0 

71 

11.4 

39 

Feed  Grains 

13.7 

140 

15.8 

136 

9.0 

87 

Vegetable  Oil 

0.7 

18.3 

30 

10.4 

17 

Tallow 

5.6 

16 

5.8 

16 

3.3 

9 

Beans 

0.8 

2 

._ 

... 

... 

... 

Upland  cotton 

33.0 

21 

18.3 

12 

10.4 

6 

Other 

4.3 

— 

— 

— 

— 

... 

Total  Commodities 

190.9 
115.3 

1,083 

201.3 

1,178 

115.0 

677 

Ocean  Freight  Cost 

78.2 

44.4 

Farmer-to-Farmer  Program 

0.7 

0.6 

0.6 

Total  Program  Level 

306.9 

280.1 

160.0 

Thousand  Metric  Tons  Gr  Eq. 

1,083 

1,178 

677 

a/  FY  1993  data  is  based  on  CCC  expenditures  rather  than  agreements  signed  and  commodity  programming 
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DEBT  RESTRUCTURING 

Available  Funds 

1 993  Actual  and  Estimated  1 994  and  1995 


1993  1994  1995 

Item Actual        Estimated      Estimated 

Debt  restructuring  under  the  Enterprise  for 
the  Americas  Initiative  (EAI): 

Value  of  Loans  Forgiven  a/  67,698,968 

Subsidy  36,807,108 

a/  Reflects  combined  expected  principal  loan  value  transferred  to  the  PL  480  liquidating 
account  as  a  result  of  EAI  debt  restructuring.  Under  EAI  debt  restructuring,  the  P.L.  480 
liquidating  account  must  be  reimbursed  for  the  principal  loan  value  determined  on  a  net 
present  value  basis. 

PROJECT  STATEMENT 
(on  basis  of  appropriation  and  available  funds) 


1993  1994  1995 

Project Actual        Estimated  Change   Estimated 

Debt  restructuring  under  the 
Enterprise  for  the  Americas 
Initiative  (EAI): 

Value  of  Loans  Forgiven  $67,698,968  — 

Subsidy  36.807,108 
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FOOD  FOR  PROGRESS  TO  RUSSIA  (FFP) 

Available  Funds 
1993  Actual  and  Estimated  1994  and  1995 


Project 


FY  1993  FY  1994        FY  1995 

Actual  Estimated     Estimated 


Food  for  Progress  Program  to  Russia: 

Subsidy  Estimate  a/                                $377,689,500 
Unobligated  Balance  7,310,500 

Program  Level 599,400,000 


PROJECT  STATEMENT 
(on  basis  of  available  funds) 


Project 


FY  1 993 
Actual 


FY  1994 
Estimated 


FY  1995 
CJiange     Estimated 


Food  for  Progress  Program  to  Russia: 

Subsidy  Estimate  a/  $377,689,500 

Unobligated  Balance  7,310,500 

Program  Level 599,400,000 ~ =_  - 

a/  Subsidy  for  FFP  commodities  and  related  transportation  costs  made  available  through 
credit  sales. 


OUTLAYS 


Project 


FY  1993 
Actual 


FY  1994 
Estimated 


FY  1995 
Estimated 


Food  for  Progress  Program  to  Russia: 
Subsidy  Outlays 


$377,689,500 


Thursday,  April  14,  1994. 
COMMODITY  FUTURES  TRADING  COMMISSION 

WITNESSES 

BARBARA  PEDERSEN  HOLUM,  ACTING  CHAIRMAN 

PAUL  ARCHTTZEL,  STAFF 

MADGE  BOLINGER,  BUDGET  DIRECTOR 

ANDREA  CORCORAN,  DTOSION  OF  TRADING  AND  MARKETS 

JOHN  MIELKE,  DD7ISION  OF  ECONOMIC  ANALYSIS 

Mr.  Durbin.  Good  morning  and  welcome  to  the  subcommittee 
hearing.  This  morning,  we  are  going  to  consider  the  Commodity 
Futures  Trading  Commission,  and  Acting  Chairman,  Barbara  Pe- 
dersen  Holum.  Please  introduce  the  folks  who  have  joined  you 
today.  We  have  your  testimony,  which  will  be  put  in  the  record, 
and  we  welcome  any  comments  you  would  like  to  make  at  this 
point. 

INTRODUCTIONS 

Ms.  Holum.  Thank  you,  Mr.  Chairman.  I  appreciate  the  oppor- 
tunity to  discuss  the  Commission's  fiscal  year  1995  budget  request. 
Accompanying  me  today  are  Paul  Architzel  of  my  staff;  Madge 
Bolinger,  our  budget  director;  Andrea  Corcoran,  in  our  Division  of 
Trading  and  Markets;  and  John  Mielke,  with  the  surveillance  sec- 
tion of  our  division  of  Economic  Analysis. 

FY  1995  BUDGET  REQUEST 

I  would  like  to  request  that  my  written  testimony  be  submitted 
for  the  record,  and  I  will  briefly  summarize  for  you  my  opening 
statement  to  provide  you  with  a  perspective  of  what  the  requested 
budget  figure  means  for  the  Commission. 

This  October  marks  the  20th  year  of  the  Commodity  Futures 
Trading  Commission.  As  you  know,  Congress  created  the  CFTC 
with  the  mission  of  regulating  the  Nation's  commodity  futures  and 
options  market.  And  although  our  mission  has  not  changed,  the 
markets  and  the  industry  have  changed  significantly.  Over  the  past 
20  years,  we  have  not  only  witnessed  a  tremendous  growth  in  the 
U.S.  futures  exchanges,  but  in  the  off  exchange  and  international 
markets  as  well.  This  surge  in  volume  has  been  driven  by  the  de- 
velopment of  innovative  and  sophisticated  financial  instruments, 
market  globalization,  and  technological  advance. 

As  a  result  of  this  evolution,  it  is  critical  that  the  Commission 
obtain  the  necessary  budget  resources  to  meet  the  challenges  in  the 
future.  The  President's  fiscal  year  1995  budget  request  for  the 
CFTC  is  $51,861,000,  the  first  significant  increase  in  three  years. 
This  necessary  increase  is  9.2  percent  higher  than  the  amount  ap- 
propriated for  1994.  Nearly  8  percent  of  this  increase  reflects  what 
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is  needed  to  maintain  current  staff  and  service  levels,  and  the  re- 
maining amount  is  for  additional  operating  expenses,  such  as  re- 
placement of  computer  hardware. 

As  you  know,  Mr.  Chairman,  the  Commission's  reauthorization  of 
1992  resulted  in  the  most  comprehensive  futures  legislation  since 
the  creation  of  the  CFTC.  The  Futures  Trading  Practices  Act  of 
1992  contains  a  broad  package  of  reforms  to  bolster  integrity  in  fu- 
tures trading.  To  date,  the  Commission  has  completed  12 
rulemakings  and  is  near  completion  of  five  major  studies. 

However,  our  work  is  not  complete.  In  fact,  almost  every  one  of 
these  new  requirements  places  more  ongoing  responsibilities  on  the 
Commission's  limited  resources.  Furthermore,  while  our  regulatory 
responsibilities  were  increasing,  our  staff  was  decreasing.  This 
year's  ceiling  of  545  staff-years  reflects  a  reduction  in  staff-years 
for  the  third  consecutive  year,  down  12  percent  since  1992.  We  are 
very  concerned  that  further  budgetary  and  personnel  restraints 
will  impair  our  effectiveness,  especially  in  such  a  dramatically  ex- 
panding industry. 

To  illustrate  the  concerns,  I  would  like  to  point  out  to  this  com- 
mittee the  growth  of  the  industry  measured  in  volume  of  trading 
compared  to  the  total  number  of  CFTC  employees  over  the  past  20 
years.  We  are  dangerously  close  to  a  point  where  we  simply  cannot 
carry  out  our  congressional  mandate. 

Nonetheless,  we  are  pleased  and  proud  to  inform  the  Committee 
that  this  past  year  has  been  another  banner  year  for  the  exchanges 
and  the  futures  industry  in  general.  As  futures  and  options  facili- 
tate price  discovery  and  risk  management  in  many  key  economic 
sectors,  the  exchanges  have  had  a  record  year  in  both  volume  of 
trading  and  profitability,  and  are  even  expanding  their  facilities  to 
accommodate  this  tremendous  growth. 

WORKING  GROUP  ON  FINANCIAL  MARKETS 

I  would  like  to  take  a  few  moments  to  highlight  a  number  of  the 
activities  in  which  the  Commission  has  been  involved.  Recent  expe- 
rience underscores  that  financial  markets — futures,  securities, 
bank  products,  and  over-the-counter  derivatives — are  linked,  and 
coordination  among  regulators  is  essential.  For  that  reason,  the 
President's  Working  Group  on  Financial  Markets,  consisting  of  the 
CFTC,  the  Securities  and  Exchange  Commission,  the  Federal  Re- 
serve Board,  and  the  Treasury  Department,  are  coordinating  their 
policies  and  actions  in  response  to  significant  new  developments  in 
financial  markets,  and  are  attempting  to  identify  as  early  as  pos- 
sible actual  and  potential  market  problems.  This  is  consistent  with 
a  recommendation  of  the  Commission  in  its  recent  study  of  the 
over-the-counter  derivatives  market. 

This  past  year  was  also  another  record  year  for  approval  of  fu- 
tures and  options  contracts.  Forty-eight  new  futures  and  options 
contracts  were  approved.  Many  of  the  innovative  contracts  ap- 
proved reflect  the  specialized  hedging  needs  of  market  participants. 
During  1993,  actions  alleging  trade  abuses  on  exchange  floors  ac- 
counted for  a  high  percentage  of  Commission  enforcement  re- 
sources. This  budget  is  imperative  in  order  for  the  Commission  to 
maintain  an  enforcement  program  which  seeks  to  foster  compliance 
with  the  provisions  of  the  Commodity  Exchange  Act. 
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INTERNATIONAL  MARKETS 


With  respect  to  the  international  markets,  the  U.S.  futures  ex- 
changes have  been  at  the  forefront  of  the  move  to  develop  new  tools 
for  risk  management  and  price  discovery.  They  continue  to  serve 
as  role  models  for  evolving  markets  in  developed  and  emerging 
market  jurisdictions  around  the  world  from  the  perspective  of  prod- 
uct design,  management  of  risk,  and  regulation  of  trading.  World- 
wide exchange-traded  futures  and  options  activity  virtually  ex- 
ploded through  the  1980s  and  into  the  1990s.  With  these  market 
changes,  the  Commission  must  obtain  the  necessary  budgetary  re- 
sources in  order  to  maintain  and  safeguard  the  global  markets. 

Just  last  month,  the  CFTC,  the  SEC,  and  the  United  Kingdom 
Securities  and  Investment  Board  issued  a  joint  statement  regard- 
ing the  oversight  of  the  over-the-counter  derivatives  market.  This 
is  the  first  international  understanding  among  futures  and  securi- 
ties regulators  for  developing  a  coordinated  approach  to  the  over- 
the-counter  derivatives  market. 

EXEMPTION  PETITIONS 

One  of  the  additional  responsibilities  placed  on  the  Commission 
by  the  Futures  Trading  Practices  Act  of  1992  was  the  broad  au- 
thority to  exempt  certain  instruments  from  the  exchange  trading 
and  other  requirements  of  the  Commodity  Exchange  Act.  Since  re- 
ceiving this  authority,  the  Commission  has  moved  promptly,  as  in- 
structed by  Congress,  to  exempt  hybrid  instruments,  swap  agree- 
ments, and  certain  contracts  for  the  deferred  purchase  or  sale  of 
certain  energy  products. 

The  Commission  has  also  received  separate  petitions  from  the 
two  largest  Chicago  exchanges  which  generally  contemplate  that 
exchange  trading  and  clearing  of  certain  contracts  among  institu- 
tions and  highly  accredited  individuals  would  occur  on  a  largely 
unregulated  basis.  The  Commission  has  sought  public  comment 
and  input  from  other  financial  regulators  on  these  petitions.  At 
present,  we  are  analyzing  the  comments  received  and  hope  to  take 
action  on  the  position  soon. 

In  summary,  Mr.  Chairman,  and  members  of  the  committee,  the 
Commission  believes  that  the  President's  budget  request  represents 
the  minimum  level  of  funding  which  will  enable  it  to  meet  its  oper- 
ating mission  and  to  continue  successfully  fulfilling  its  statutory 
mandate  in  a  changing  and  expanding  futures  environment.  With 
the  added  complexity  and  increased  interdependence  of  the  mar- 
kets, it  is  essential  that  the  Commission  have  adequate  resources 
to  effectively  perform  its  oversight  duties  so  as  to  minimize  the  pos- 
sibility of  market  failures  or  disruptions. 

Thank  you,  Mr.  Chairman.  My  staff  and  I  would  be  pleased  to 
answer  any  questions  you  and  other  members  might  have. 

[Clerk's  notes. — The  Acting  Chairman's  statement  appears  on 
pages  545  through  553.  Biographical  sketches  for  Ms.  Holum,  Mr. 
Architzel,  Ms.  Bolinger,  Ms.  Corcoran,  and  Mr.  Mielke  appear  on 
pages  539  through  544.  The  Explanatory  Notes  appear  on  pages 
554  through  686.] 
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VOLUME  OF  TRADING 

Mr.  Durbin.  Thank  you  very  much.  Your  chart  indicates  a  dra- 
matic growth  in  the  volume  of  trading.  Is  it  also  true  that  during 
the  same  period  of  time,  there  has  been  substantial  progress  made 
in  the  monitoring  of  trading  and  particularly  computerized  systems 
that  follow  these  trades? 

Ms.  Holum.  Certainly  that  is  true.  Although,  we  have  reached 
a  high  level  of  automation  in  our  surveillance  division;  but  in  no 
way  does  that  compensate  for  our  need  for  additional  resources,  as 
the  markets  have  gone  up,  as  you  can  see,  1,400  percent. 

Mr.  Mielke,  would  you  like  to  describe  briefly  how  technology  has 
affected  your  surveillance  operation? 

Mr.  Mielke.  One  of  the  key  elements  of  our  surveillance  system 
is  our  capacity  to  collect  on  a  next-day  basis  positions  of  all  large 
traders  in  all  futures  markets  that  we  regulate.  At  yesterdays 
hedge  fund  hearing,  for  example,  of  the  various  agencies  that  regu- 
late financial  markets,  we  were  the  only  ones  who  had  the  capacity 
to  measure  the  extent  of  hedge  funds  in  futures  markets. 

This  is  a  very  high  volume  process  in  terms  of  the  amount  of 
data  that  come  into  our  system  from  the  exchanges  and  the  broker- 
age community.  We  have  had  to  automate  it,  and  over  the  past  10 
or  15  years,  we  have  drastically  reduced  the  size  of  the  staff  that 
processes  data — we  call  it  our  market  information  staff.  The  staff 
is  the  smallest  in  the  Commission's  history,  as  is  the  total  size  of 
the  Commission's  market  surveillance  staff. 

The  reason  it  is  the  smallest  in  its  history  is  we  have  automated. 
But  there  comes  a  point  in  which  you  automate  all  of  the  factors 
of  the  system  that  are  susceptible  to  it;  but  there  are  still  some 
manual  elements  that  require  people,  basically  identification  of  the 
large  traders  and  the  determination  of  how  their  individual  posi- 
tions should  be  classified  and  aggregated  with  other  people  in  our 
system.  That  is  a  people  decision,  not  a  computer  decision.  And  I 
think  we  have  got  to  about  that  point  where  we  are  efficient,  but 
further  cuts  would  be  harmful  for  market  surveillance. 

HEDGE  FUNDS 

Mr.  Durbin.  Since  you  have  made  reference  to  it,  could  you  com- 
ment on  yesterday's  testimony  about  derivatives,  the  present  level 
of  regulation,  and  whether  or  not  we  should  be  taking  another  look 
at  this? 

Mr.  Mielke.  The  Commission's  testimony  was  that  for  futures 
markets  and  options  on  futures,  we  have  adequate  authority  to 
monitor  hedge  fund  activity  in  our  markets.  We  can  see  what  they 
are  doing  on  a  daily  basis  through  our  large  trader  reporting  sys- 
tem, something  the  other  agencies  do  not  have  the  benefit  of.  And 
we  have  substantial  inspection  powers  under  the  Commodity  Ex- 
change Act,  so  if  we  need  additional  information  about  the  cash 
market  positions  of  hedge  funds  or  any  other  large  trader,  we  can 
get  it. 

Also,  many  of  these  funds,  in  essence,  are  commodity  pools  if 
they  are  located  in  the  United  States  and  are  doing  business  with 
U.S.  customers.  So  in  that  capacity,  they  are  required  by  the  Com- 
mission to  register  and  then  have  to  meet  the  disclosure  require- 
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ments  of  registered  entities.  So,  we  feel  that  in  many  respects, 
hedge  funds  are  not  very  different  from  large  traders  or  commodity 
pools,  entities  that  we  have  dealt  with  and  regulated  for  many 
years. 

We  have  also  found  that  during  the  period  of  recent  sharp  sell- 
offs  in  equities  and  Treasury  instruments,  hedge  funds  in  futures 
markets  were  not  of  extraordinary  size.  In  fact,  they  were  net  buy- 
ers during  those  periods  of  price  declines  in  our  markets. 

Mr.  Durbin.  Do  you  feel  that  we  are  lacking  a  commitment  to 
surveillance  in  this  area,  whether  it  is  hedge  funds  or  any  other 
areas  where  you  do  have  authority  and  jurisdiction? 

Mr.  MlELKE.  We  are  certainly  not  lacking  a  commitment  in  terms 
of  our  will  to  get  our  job  done.  That  also  is  definitely  not  true  vis- 
a-vis the  other  agencies,  because  we  have  been  talking  extensively 
with  the  Department  of  Treasury,  the  Federal  Reserve  Bank  in 
New  York,  and  the  Board  of  Governors  here,  and  with  the  SEC  in 
how  to  deal  with  hedge  funds  and  derivatives,  and  how  best  they 
should  be  monitored  on  an  interagency  basis.  I  guess  the  full  costs 
of  what  that  may  ultimately  entail  have  not  all  been  delineated 
down  the  line  because  the  form  of  the  ultimate  regulation  has  not 
been  delineated.  But,  I  think  there  is  certainly  a  commitment  to 
determine  what  is  the  best  way  to  approach  this  potential  market 
problem  on  an  interagency  basis. 

Mr.  Durbin.  There  was  a  news  article  in  the  Chicago  Tribune  on 
March  7,  1994  that  suggests  that  major  moves  in  world  stock, 
bond,  and  currency  markets  have  been  linked  to  trading  by  hedge 
funds  managers.  The  article  stated  that  some  hedge  funds  are  ex- 
empt from  requirements  of  commodities  trading  laws  and  regula- 
tions. For  the  record,  please  describe  what  hedge  funds  are,  how 
hedge  funds  work,  and  why  they  would  be  exempt  from  CFTC  reg- 
ulations? 

Ms.  Holum.  I  will  supply  a  detailed  explanation  for  the  record. 

[The  information  follows:] 

The  term  "hedge  fund"  is  not  defined  by  or  separately  addressed  under  the 
CFTC's  regulatory  framework  but  is  commonly  used  to  describe  a  broad  category  of 
private  collective  investment  vehicles,  typically  organized  as  limited  partnerships 
and  structured  so  as  to  avoid  the  application  of  most  securities  laws.  Generally 
speaking,  hedge  funds  operate  in  cash,  futures  and  options  markets  and  engage  in 
foreign  currency,  government  securities  and  commodity  transactions  as  well  as 
merger  and  acquisition  activities. 

Many  hedge  fund  operators  are  likely  to  be  subject  to  CFTC  regulation  both  as 
"large  traders"  subject  to  CFTC  reporting  requirements  and  as  commodity  pool  oper- 
ators. All  traders  in  the  United  States  futures  markets  who  have  futures  positions 
above  specified  threshold  levels  set  forth  in  Commission  rules  are  subject  to  the 
CFTC's  large  trader  reporting  requirements.  Under  these  requirements,  all  domestic 
and  foreign  brokers,  U.S.  futures  exchanges  and  clearing  members  must  report  on 
a  daily  basis  all  accounts  carried  on  their  books,  when  such  accounts  reach  or  ex- 
ceed the  reporting  level  for  a  particular  commodity.  No  exceptions  to  the  Commis- 
sion's large  trader  reporting  requirements  exist  for  hedge  funds.  Indeed,  on  March 
24,  1994,  it  was  noted  by  Henry  B.  Gonzalez,  Chairman,  House  Committee  on  Bank- 
ing, Finance  and  Urban  Affairs  that  the  CFTC  is  "the  only  financial  regulatory 
agency  with  any  regular  reporting  contact  with  hedge  funds." 

Hedge  funds  may  also  be  regulated  by  the  CFTC  as  commodity  pools,  which,  brief- 
ly stated,  are  collective  investment  vehicles  that  engage  in  commodity  futures  or  op- 
tions transactions,  either  exclusively  or  in  conjunction  with  other  investment  activ- 
ity. Generally,  all  activities  of  regulated  pool  operators  are  subject  to  the  CFTC's 
regulatory  framework,  including  requirements  for  registration  of  the  pool's  operators 
and  recordkeeping,  reporting  and  disclosure  to  investors.  However,  hedge  fund  oper- 
ators may  be  eligible  for  exemption  from  certain  of  the  disclosure,  reporting  and  rec- 
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ordkeeping  requirements  applicable  under  the  Commodity  Exchange  Act  and  Com- 
mission regulations  because  of  the  predominance  of  securities  activities  in  the  fund's 
operations,  the  sophistication  of  the  fund's  investors,  or  based  upon  the  offshore  na- 
ture of  the  fund.  These  specific  exemptions  are  more  fully  described  below. 

CFTC  Rule  4.12(b)  provides  certain  relief  from  disclosure,  reporting  and  record- 
keeping requirements  for  registered  CPOs  who  operate  pools  which:  are  offered  and 
sold  pursuant  to  the  Securities  Act  of  1933  or  an  exemption  therefrom;  are  generally 
and  routinely  engaged  in  the  buying  and  selling  of  securities;  do  not  commit  more 
than  ten  percent  of  the  fair  market  value  of  their  assets  to  establish  commodity  in- 
terest trading  positions;  and  will  trade  commodity  interests  in  a  manner  solely  inci- 
dental to  their  securities  trading.  This  exemption  is  intended  to  avoid  duplicative 
regulation  of  funds  primarily  functioning  as  securities  trading  vehicles  and  subject 
to  the  federal  securities  laws. 

CFTC  Rule  4.7  provides  certain  relief  from  recordkeeping,  reporting  and  disclo- 
sure for  registered  CPOs  who  operate  pools  which  are  offered  only  to  qualified  eligi- 
ble participants.  QEPs  are  defined  to  include  investors  who  are  either  highly  sophis- 
ticated or  have  extensive  financial  resources,  including  certain  registered  commodity 
and  securities  professionals  and  persons  who  are  "accredited  investors"  as  defined 
in  Regulation  D  under  the  Securities  Act  of  1933  and  who  meet  a  portfolio  require- 
ment of:  securities  of  unaffiliated  issuers  and  other  investments  with  an  aggregate 
market  value  of  $2,000,000;  $200,000  on  deposit  with  an  FCM  in  exchange-specified 
initial  margin  and  option  premiums  for  commodity  interest  transactions;  or  a  com- 
bination thereof. 

Finally,  pursuant  to  delegated  authority,  the  Commission's  staff  has  granted  ex- 
emptions from  disclosure,  reporting  and  certain  recordkeeping  requirements  to  reg- 
istered CPOs  with  respect  to  pools  organized  and  operated  outside  the  United  States 
that  are  not  offered  to  U.S.  persons. 

DERIVATIVES 

Mr.  Durbin.  The  SEC  recently  announced  the  first  international 
agreement  among  securities  and  futures  regulators  to  share  infor- 
mation on  the  derivatives  market.  For  the  record  describe  deriva- 
tives and  how  will  this  agreement  effect  CFTC?  How  will  the 
agreement  effect  commodity  exchange  investors? 

Ms.  HOLUM.  A  derivative  is  a  contract  the  price  of  which  is  di- 
rectly dependent  on  the  value  of  one  or  more  underlying  interests. 
It  involves  the  trading  of  rights  or  obligations  based  on  the  under- 
lying asset,  but  does  not  necessarily  result  in  a  transfer  of  the  un- 
derlying interest.  A  derivative  can  trade  on  an  organized  exchange 
or,  subject  to  applicable  law,  trade  off-exchange  (or  over-the- 
counter). 

On  March  15,  1994,  The  U.S.  Commodity  Futures  Trading  Com- 
mission, the  Securities  and  Exchange  Commission,  and  the  U.K. 
Securities  and  Investments  Board  issued  a  trilateral  communique 
agreeing  on  a  coordinated  approach  and  an  agenda  for  action  to  ad- 
dress potential  regulatory  concerns  in  the  growing  over-the-counter 
derivative  markets.  The  communique  is  intended  to  signal  the  com- 
mon concern  of  the  authorities  for  the  proper  oversight  of  OTC  de- 
rivatives in  this  area  where  the  instruments  are  used  on  a  global 
basis  and  do  not  fall  readily  within  the  jurisdiction  of  a  single  regu- 
lator. The  common  program  of  action  agreed  by  the  three  authori- 
ties addresses  seven  areas,  including  enhanced  information  shar- 
ing, promoting  the  development  and  use  of  sound  management  con- 
trols, examining  the  regulatory  framework  for  multilateral  clearing 
arrangements  and  promoting  improved  standards  for  accounting 
recognition,  measurement  and  disclosure. 

Although  the  agreement  deals  primarily  with  OTC  derivatives, 
many  dealers  and  end-users  of  OTC  derivative  products  also  trade 
on  regulated  futures  markets  as  clearing  members  or  through  regu- 
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lated  intermediaries.  Further,  many  of  the  partnerships  regulated 
by  the  CFTC  as  commodity  pools  also  use  OTC  derivative  products. 
The  CFTC  anticipates,  therefore,  that  international  support  for  en- 
hanced information  snaring  and  cooperative  endorsement  of  good 
internal  control  and  risk  management  policies  with  respect  to  OTC 
derivatives  are  directly  relevant  to  the  interconnectedness  of  the  fi- 
nancial markets.  In  addition,  international  cooperation  will  facili- 
tate our  efforts  in  addressing  systemic  risk  concerns  and  enhancing 
customer  protection  in  connection  with  transactions  on  such  regu- 
lated markets. 

STUDIES  REQUESTED 

Mr.  Durbin.  Ms.  Holum,  in  next  year's  budget,  do  you  anticipate 
any  reallocation  of  resources  to  move  into  areas  that  you  think 
need  more  attention? 

Ms.  Holum.  Mr.  Chairman,  in  the  last  three  years,  we  were 
mandated  by  Congress  to  do  five  major  studies.  This  has  really  put 
a  lot  of  pressure  on  the  staff.  The  Agency  is  frequently  said  to  not 
move  things  through  the  system  as  quickly  as  it  might.  So,  we  real- 
ly do  need  resources  to  catch  up,  as  well  as  to  deal  with  many 
things  that  Mr.  Mielke  talked  about:  new  financial  instruments 
and  the  possibility  of  new  regulatory  structures. 

Mr.  Durbin.  How  many  of  those  studies  did  this  subcommittee 
ask  for? 

Ms.  Holum.  I  believe  the  studies  were  requested  by  the  other 
committee. 

Mr.  Durbin.  The  other.  [Laughter.] 

Ms.  Holum.  And  we  appreciate  that.  They  just  expect  that  you 
will  give  us  all  the  money  that  we  need  to  do  what  they  tell  us  to 
do. 

Mr.  Durbin.  We  have  run  into  this  phenomenon  before.  Maybe 
for  the  record  you  can  describe  your  new  Congressional  mandates. 
[Laughter.] 

Ms.  Holum.  Ill  be  glad  to. 

[The  information  follows:] 

Ms.  Holum.  Requirements  of  this  kind  have  been  imposed  upon  the  Commission 
during  this  period  as  a  result  of  the  enactment  of  the  Futures  Trading  Practices  Act 
of  1992.  The  1992  Act  contained  a  broad  package  of  reforms  to  maintain  integrity 
in  the  futures  markets,  and  directed  the  Commission  to  conduct  numerous 
rulemakings  as  well  as  several  major  studies  to  help  with  these  reforms. 

Specifically,  the  1992  Act  called  for  twelve  major  rulemakings,  most  of  which  have 
now  been  completed,  as  scheduled.  Areas  covered  include  dual  trading,  self-regu- 
latory organization  governance,  exchange  emergency  actions,  registration  of  floor 
traders,  suspension  of  registrants  charged  with  felonies,  ethics  training  for  industry 
registrants,  broker  associations,  oral  orders,  insider  trading  by  employees  and  gov- 
erning members  of  self-regulatory  organizations,  conflicts  of  interest  of  members  of 
governing  boards  and  disciplinary  and  oversight  committees  of  contract  markets, 
and  risk  assessment  of  the  financial  activities  of  material  affiliates  of  futures  com- 
mission merchants.  In  addition  to  these  rulemakings,  the  1992  Act  requires  the 
Commission  to  perform  biennial  assessments  of  each  exchange's  trade  monitoring 
system.  Implementation  of  this  requirement  as  well  as  implementation  of  several  of 
the  rulemakings,  including,  for  example,  dual  trading,  will  require  an  ongoing  com- 
mitment of  CFTC  staff  resources.  The  1992  Act  also  required  the  Commission  to 
conduct  major  studies  in  the  five  following  areas:  swaps  and  other  off-exchange  de- 
rivative products  (completed  in  October  1993);  competitiveness  of  U.S.  exchanges 
compared  to  their  foreign  counterparts  (due  to  Congress  in  April  1994);  penalties 
imposed  by  the  Commission  and  the  exchanges  (due  to  Congress  in  October  1994); 
the  feasibility  of  the  electronic  trading  of  futures  contracts  (due  to  Congress  in  Octo- 
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ber  1994);  and  an  assessment  of  exchange  audit  trails  (due  to  Congress  in  October 
1994).  Production  of  these  reports  is,  in  some  cases,  just  an  initial  step  in  the  proc- 
ess. For  example,  follow-up  on  the  Commission's  central  recommendation  in  the 
OTC  derivatives  study  has  involved  regular,  ongoing  meetings  of  the  staff  and  prin- 
cipals of  the  President's  Working  Group  on  Financial  Markets. 

Finally,  pursuant  to  the  exemptive  authority  granted  the  Commission  in  the  new 
Act  and  as  recommended  by  the  1992  Conference  Committee,  the  Commission  has 
granted  exemptive  relief  in  three  areas:  swap  agreements,  hybrid  instruments,  and 
certain  contracts  involving  energy  products. 

The  Commission  estimates  that  the  total  costs  for  the  five  mandated  studies  and 
the  drafting  of  the  12  rulemakings  mentioned  above  is  26  staff-years  and  $54,000 
in  non-salary  costs.  Over  the  next  several  fiscal  years,  the  Commission  will  incur 
additional  costs  to  implement  the  required  rulemakings,  perform  assessments  of 
each  exchange's  trade  monitoring  system  and  follow-up  on  the  required  studies. 

SWAPS  STUDY 

Mr.  Durbin.  Your  explanatory  notes  state  that  you  completed  the 
"Study  of  Swaps  and  Off-Exchange  Derivatives  Trading".  Can  you 
give  us  a  synopsis  of  the  information  from  the  study  and  tell  us 
what  you  spent  on  the  study  so  far?  What  are  your  plans  for  using 
information  from  this  study? 

Mr.  Holum.  The  Conference  Committee  considering  the  CFTC's 
1992  reauthorization  legislation  directed  the  Commission  to  con- 
duct a  study  of  over-the-counter  derivative  markets  to  determine 
the  need,  if  any,  for  additional  regulation  of  these  markets,  to  ana- 
lyze the  public  policy  implications  of  two  recent  court  decisions,  and 
to  consider  the  appropriateness  of  a  single  Federal  regulator  for  fu- 
tures, securities,  and  OTC  derivatives.  Pursuant  to  this  directive, 
the  study  was  prepared  by  the  Commission  in  consultation  with 
the  Securities  and  Exchange  Commission  and  the  Board  of  Gov- 
ernors of  the  Federal  Reserve  System. 

In  the  preparation  of  the  report,  the  Commission's  staff  per- 
formed extensive  research  and  wrote  seven  Working  Papers.  The 
research  consisted  of:  in-depth  analysis  of  several  extensive 
databases  relating  to  OTC  and  exchange-based  derivatives  market 
activity  and  participants;  wide-ranging  interviews  of  25  U.S.  OTC 
market  participants  encompassing  14  dealers  and  11  end-users, 
four  software  providers,  two  major  credit  rating  agencies  and  a  reg- 
ulatory agency  with  supervisory  authority  over  one  class  of 
interviewee;  a  detailed  survey  of  market  authorities  in  Canada, 
France,  Germany,  Japan,  Hong  Kong  and  the  United  Kingdom  on 
the  regulatory  status  of  OTC  derivative  products  in  these  jurisdic- 
tions; review  of  a  large  body  of  existing  literature  on  the  OTC  de- 
rivatives market;  and  an  examination  of  the  existing  domestic  fi- 
nancial regulatory  structure,  including  statutes  and  regulations,  to 
determine  its  interface  with  OTC  derivatives  markets. 

The  Working  Papers  cover  the  following  areas:  size  and  scope  of 
the  OTC  derivatives  market;  summary  of  interviews;  regulatory 
overviews;  case  studies  of  defaults  of  firms  with  OTC  derivative  po- 
sitions; accounting  issues  posed  by  OTC  derivatives;  descriptions  of 
derivative  product  companies;  and  a  glossary  of  terms,  bibliography 
and  survey  of  literature. 

The  study's  central  conclusion  is  that  while  no  fundamental 
changes  in  regulatory  structure  appear  to  be  needed  at  this  time 
to  address  issues  presented  by  the  growing  use  of  OTC  derivatives, 
greater  coordination  among  Federal  financial  regulators  would  help 
assure  that  Federal  oversight  remains  adequate.  Finding  that  the 
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"systemic  and  public  policy  issues  suggested  by  these  products  are 
not  confined  to  any  single  market  or  the  province  of  any  one  regu- 
latory,'' the  study  recommends  the  establishment  of  an  interagency 
council  to  consider  common  approaches  to  such  issues  as  market 
information  access,  transparency,  internal  management  controls, 
and  the  development  of  clearing  facilities  for  OTC  derivatives. 

Subsequent  to  the  completion  of  the  Commission's  study  and  con- 
sistent with  its  central  recommendation,  the  President's  Working 
Group  on  Financial  Markets,  which  was  formed  after  the  October 
1987  stock  market  break,  was  asked  by  its  Chairman,  Treasury 
Secretary  Bentsen,  and  has  begun  to  focus  on  issues  presented  by 
the  over-the-counter  derivatives  markets.  In  this  regard,  both  the 
staff  and  the  principals  of  the  Working  Group;  which  is  comprised 
of  the  heads  of  the  Commission,  the  SEC,  the  Federal  Reserve 
Board,  and  the  Treasury  Department;  are  meeting  regularly  to, 
among  other  things,  facilitate  coordination  of  policies  and  actions 
of  its  member  agencies  in  response  to  new  developments  in  finan- 
cial markets,  and  are  working  to  identify  problems  that  cross  juris- 
dictional boundaries.  The  Commission's  report  has  helped  to  pro- 
vide a  framework  for  those  discussions.  The  Commission  has  also 
moved  forward  on  other  of  the  report's  recommendations,  including 
the  publication  of  rules  to  implement  its  new  risk  assessment  au- 
thority. In  addition,  the  report  has  been  provided  to  members  of 
our  authorizing  committees  to  be  part  of  record  as  they  take  up  the 
CFTC's  reauthorization  later  this  year. 

The  estimated  cost  of  this  study  to  CFTC  is  7.5  staff-years  and 
$15,000  in  additional  non-salary  costs. 

EXEMPTION  PETITIONS 

Mr.  Durbin.  You  have  made  reference  to  the  pending  petitions 
from  the  Board  of  Trade  and  the  Mercantile  Exchange  concerning 
certain  exemptions.  And  if  I  understood  your  testimony  correctly, 
some  decision  will  be  forthcoming  in  the  near  future. 

Ms.  Holum.  Yes.  As  a  matter  of  fact,  the  comment  period  for 
those  exemptions  ended  on  December  15.  We  received  a  record 
number  of  comments  including  comments  from  other  regulators. 
We  have  reviewed  those  comments  and  have  begun  working  very 
closely  with  the  staff  in  an  effort  to  work  out  something  that  is 
agreeable,  so  that  we  might  be  able  to  relieve  the  exchanges  of 
some  of  the  regulatory  pressures;  but  at  the  same  time,  making 
sure  that  the  markets  remain  safe.  And  we  expect  to  have  that 
out — I  cannot  give  you — can  you  speak  to  that,  Paul? 

Mr.  Architzel.  I  think  the  staff  is  considering  it  now,  and  we 
expect  sometime  within  the  next  quarter  to  be  able  to  make  a  rec- 
ommendation to  the  Commission. 

Mr.  Durbin.  Within  the  next  quarter. 

Mr.  Architzel.  Within  the  next  three  months. 

TRAVEL  FUNDING 

Mr.  Durbin.  Three  months;  OK.  Mrs.  Holum,  last  year  at  the 
hearing,  we  spent  a  lot  of  time  on  esoteric  questions  like  travel  ex- 
penses at  the  Commission.  Please  tell  me  what  has  been  done  since 
that  last  hearing  in  terms  of  reviewing  the  procedures  for  approv- 
ing travel? 
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Ms.  Holum.  Mr.  Chairman,  I  have  been  at  the  Commission  for 
just  a  couple  of  months  and  I  have  not  traveled  very  much.  Madge, 
would  you  like  to  go  through  our  travel  situation? 

Ms.  Bolinger.  Sure.  The  amount  of  funds  spent  on  travel  in 
1993  were  down  approximately  29  percent  over  the  prior  year.  So, 
we  did  tighten  up  considerably  on  travel  expenses,  as  well  as  other 
support  costs  related  to  our  program  expenses.  That  was  the  small- 
est amount  of  funding  spent  on  travel  since  1986.  And,  in  fact,  the 
request  we  have  for  travel  in  the  1995  budget  is  just  1.7  percent 
higher  than  what  we  are  going  to  use  this  year,  which  is  less  than 
the  inflation  rate.  So,  we  have  done  a  substantial  amount  to  cut 
down  the  expenses. 

Mr.  Durbin.  Good. 

FOREIGN  TRAVEL 

Mr.  Durbin.  For  the  record,  please  provide  a  list  of  all  foreign 
travel  conducted  during  fiscal  year  1993  by  CFTC  members  and 
staff.  Include  on  that  list  the  name  of  the  CFTC  employee  traveling 
and  the  cost  and  reason  for  each  trip. 

Ms.  Holum.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 
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COMPETITIVENESS  STUDY 

Mr.  Durbin.  Now  that  I  have  talked  about  travel,  let  me  ask 
about  global  competition,  which  clearly  is  on  our  mind.  I  assume 
if  you  produced  a  graph  showing  what  has  happened  on  a  world- 
wide basis  in  trading — this  type  of  commodity  trading,  futures,  op- 
tions, and  the  like,  that  it  will  show  a  similar  growth,  maybe  even 
larger.  Where  do  you  think  we  stand  and  where  is  our  greatest 
threat  in  terms  of  global  competition  in  this  area? 

Ms.  Holum.  Mr.  Chairman,  one  of  those  studies  that  I  mentioned 
that  the  other  committee  asked  us  to  do  was  a  competitiveness 
study,  and  that  study  is  due,  I  believe,  by  the  end  of  this  month. 
We  did  look  at  how  we  can  remain  competitive  with  other  markets. 
And  in  a  large  part  we  have  found  that  foreign  markets  are  used 
because  they  provide  another  investment  instrument;  they  are  just 
another  option  for  investors  to  use.  And  we  think  that  is  the  reason 
for  the  use  of  other  markets,  not  because  our  regulatory  burden  is 
too  costly.  But,  I  would  be  happy  to  make  that  study  available  to 
you. 

Mr.  Durbin.  For  the  record  can  you  give  us  a  synopsis  of  the  in- 
formation from  the  "Competitiveness  Study"  and  the  "Penalties 
Study  and  Guidelines"  and  tell  us  what  you  have  spent  on  them 
so  far? 

Ms.  Holum.  I  will  be  glad  to  submit  that. 

[The  information  follows:] 

Section  219  of  the  Futures  Trading  Practices  Act  of  1992  directs  the  Commission 
to  study  the  competitiveness  of  boards  of  trade  over  which  it  has  jurisdiction  com- 
pared with  those  over  which  foreign  futures  authorities  have  jurisdiction.  This  re- 
port will  be  transmitted  to  the  House  Committee  on  Agriculture  and  to  the  Senate 
Committee  on  Agriculture,  Nutrition,  and  Forestry  by  the  end  of  this  April,  as  man- 
dated. 

The  study  will  examine  each  of  the  particular  areas  specified  by  Congress.  In  par- 
ticular, it  examines  the  nature  and  evolution  of  competing  markets  and  the  specific 
regulatory  environments  in  which  they  operate.  In  studying  these  issues,  Commis- 
sion staff  compiled  material  from  information  it  maintains  for  regulatory  or  informa- 
tional purposes,  conducted  in-depth  interviews  of  U.S.  exchange  officials  and  others 
from  the  futures  industry  and  analyzed  data  drawn  from  several  sources.  The  report 
will  be  issued  later  this  month. 

The  Commission  estimates  approximately  2  staff-years  and  $10,000  in  non-salary 
costs  will  be  required  to  complete  this  study. 

The  report  on  penalties,  mandated  by  Section  225  of  the  Futures  Trading  Prac- 
tices Act  of  1992,  is  required  to  be  completed  by  October  1994.  Commission  staff 
have  been  gathering  data  and  have  been  assessing  various  analytical  models  for 
their  viability  and  appropriateness  in  studying  these  issues.  At  this  point,  the  staff 
do  not  have  any  findings  or  conclusions  to  share.  The  Commission  estimates  that 
3.5  staff-years  and  $6,000  of  non-salary  costs  will  be  required  to  complete  the  study 
by  the  due  date. 

Mr.  Durbin.  One  of  the  questions  that  has  been  raised  as  I  vis- 
ited some  of  the  exchanges  is  the  fact  that  we  are  now  competing 
with  literally  24  markets  around  the  world.  Things  as  basic  as 
when  we  make  announcements  on  anticipated  crop  forecast  and 
that  sort  of  thing  take  on  new  meaning;  what  time  of  the  day  they 
are  made  and  what  impact  they  will  have  on  American  markets  as 
opposed  to  international  markets.  Is  this  part  of  the  subject  of  your 
study? 

Ms.  Holum.  That  is  part  of  it.  But  as  you  know,  the  Department 
of  Agriculture  has,  I  think,  responded  very  well  in  adjusting  their 
production  announcements  with  that  in  mind. 
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Mr.  Durbin.  So,  you  feel  that  that  has  been  taken 

Ms.  Holum.  Yes, 

Mr.  Durbin  [continuing].  Into  account? 
Ms.  Holum  [continuing],  I  do. 

GOOD  FRIDAY  TRADING 

Mr.  Durbin.  Chairwoman  Holum,  there  were  stories  in  the  news- 
paper about  your  concerns  over  the  Labor  Department's  plan  to  re- 
lease its  March  unemployment  statistics  on  Good  Friday,  April  1. 
It  is  reported  that  you  asked  Labor  Secretary  Reich  to  shift  the  re- 
lease of  the  jobless  report  to  another  day  to  avoid  "a  substantial 
loss  of  business"  for  U.S.  financial  markets,  since  commodities  and 
securities  exchanges  are  closed  on  Good  Friday.  Have  you  assessed 
the  loss  that  Exchanges  incurred  as  a  result  of  being  closed  on 
Good  Friday?  Did  much  of  the  business  go  overseas  since  our  mar- 
kets were  closed? 

Ms.  Holum.  A  number  of  U.S.  futures  exchanges  were  open  on 
Good  Friday,  April  1,  1994,  at  least  for  partial  trading  sessions  in- 
clusive of  8:30  a.m.  EST  when  the  March  employment  report  was 
released.  These  included  the  Chicago  Board  of  Trade,  which  was 
open  until  11  a.m.  EST  for  trading  in  Treasury  notes  and  bonds 
and  insurance  contracts.  In  fact,  trading  volume  in  30-year  bond 
futures  was  229,853  contracts.  The  Chicago  Mercantile  Exchange, 
which  was  open  until  12  noon  EST  for  trading  in  interest  rate  and 
foreign  exchange  products,  traded  535,194  and  37,220  contracts  in 
Eurodollar  and  Deutsche  Mark  futures,  respectively.  The  smaller 
Midamerica  Commodity  Exchange,  New  York  Cotton  Exchange  and 
Philadelphia  Board  of  Trade  were  open  for  trading  in  foreign  ex- 
change products,  as  well. 

My  initial  concern  was  that  if  the  Labor  statistics  caused  a  surge 
in  trading  volume  and  the  U.S.  Exchanges  were  closed  business 
could  possibly  be  driven  oversees.  However,  April  1  was  a  holiday 
in  Canada,  Europe,  Hong  Kong,  Singapore,  Malaysia,  Australia, 
and  New  Zealand,  so  trading  volume  could  not  migrate  to  those 
markets.  Although  Japanese  markets  were  open  on  April  1,  Tokyo 
is  in  a  time  zone  14  hours  ahead  of  Eastern  Standard  Time,  where 
it  would  have  been  10:30  p.m.  when  the  report  was  released,  and 
hence  the  exchanges  would  have  been  closed.  Consequently,  we  be- 
lieve little  U.S.  trading  volume  was  lost  to  foreign  markets  on  Good 
Friday. 

OVERSEAS  COMPETITION 

Mr.  Durbin.  The  competition  among  and  between  domestic  mar- 
kets and  overseas  markets  continues  to  increase.  What  in  your 
opinion  will  have  to  occur  for  U.S.  markets  to  remain  competitive? 

Ms.  Holum.  U.S.  futures  exchanges  continue  to  provide  vigorous 
competition  to  markets  abroad.  The  rapid  growth  in  non-U.S.  mar- 
kets since  the  mid-1980s  has  been  accompanied  by  steady  and  vig- 
orous growth  in  U.S.  trading  activity,  as  U.S.  exchanges  in  the  ag- 
gregate have  set  records  for  trading  volume  two  years  in  a  row,  and 
activity  so  far  this  year  suggests  another  banner  year. 

The  growth  of  futures  trading  activity  abroad  appears  to  have 
complemented  growth  in  U.S.  trading  in  that  volume  growth  on 
overseas  exchanges  has  been  concentrated  in  markets  specifically 
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tailored  to  the  local  industries  or  instruments  and  denominated  in 
the  currency  of  the  home  country,  rather  than  in  commodities  un- 
derlying contracts  that  are  the  same  as  those  on  U.S.  exchanges. 
In  that  regard,  the  leading  foreign  markets  are  based  on  foreign 
government  debt  and  other  foreign-based  financial  instruments  as 
well  as  tangible  commodities  indigenous  to  the  home  country. 

The  record  levels  of  trading  as  well  as  other  indicators  point  to 
the  growing  importance  of  exchange-traded  derivatives  to  the  world 
economy  and  for  the  economies  of  individual  countries,  including 
both  highly  developed  economies  and  emerging  market  jurisdic- 
tions. Exchanges  in  countries  with  developed  financial  markets,  in- 
cluding the  United  States,  have  experienced  phenomenal  growth  in 
trading  volume  in  recent  years.  Also,  as  less  developed  jurisdictions 
in  Europe,  Asia,  and  Latin  America  move  toward  more  market-ori- 
ented economies,  they  have  been  forming  capital  markets  and  com- 
modity exchanges  to  assist  in  that  transition. 

Mr.  Durbin.  How  do  you  view  the  U.S.  industry's  ability  to  com- 
pete with  overseas  exchanges? 

Ms.  Holum.  U.S.  futures  exchanges  have  demonstrated  that  they 
are  able  to  compete  effectively  with  overseas  exchanges.  This  is  evi- 
denced by  a  steady  and  vigorous  growth  in  U.S.  trading  activity  in 
recent  years,  as  U.S.  exchanges  in  the  aggregate  have  set  records 
for  trading  volume  two  years  in  a  row.  Trading  activity  so  far  in 
1994  is  at  a  record  pace  for  many  U.S.  exchanges.  Moreover,  U.S. 
exchanges  have  continued  to  innovate  by  developing  new  products, 
both  in  new  commodity  areas,  such  as  insurance,  clean  air,  frozen 
shrimp  futures,  and  by  the  refinement  of  contracts  in  existing  prod- 
uct areas  to  better  serve  specific  industry  groups.  In  that  regard, 
the  Commission  approved  record  numbers  of  new  futures  and  op- 
tion contracts  during  each  of  the  last  three  fiscal  years. 

The  significant  growth  of  futures  trading  on  overseas  exchanges 
has  been  concentrated  in  markets  that  are  closely  related  to  the 
economies  of  the  home  countries  rather  than  in  the  same  commod- 
ities that  are  traded  on  U.S.  exchanges.  Moreover,  the  growth  in 
futures  and  option  volume  overseas  may  enhance  growth  in  trading 
on  U.S.  exchanges,  in  that  increased  awareness  of  futures  trading 
in  foreign  jurisdictions  may  bring  business  to  U.S.  exchanges  for 
hedging  and  speculation  in  U.S.-traded  commodity  markets. 

MUTUAL  FUNDS 

Mr.  Durbin.  I  was  asked  what  I  believe  the  impact  of  mutual 
funds  would  be  on  commodity  markets  in  the  future.  The  question 
stopped  me  cold,  because  I  really  did  not  even  know  how  to  respond 
to  it.  But  do  you  have  someone  with  you  today  who  would  like  to 
address  that? 

Ms.  Holum.  I  do  indeed,  Andrea  Corcoran.  She  knows  everything 
about  that.  [Laughter.] 

Ms.  Corcoran.  Well,  I  hope  I  will  not  disappoint  you. 

Mr.  Durbin.  I  did  not  know  anything.  You  are  not  going  to  dis- 
appoint me. 

Ms.  Corcoran.  Well,  as  a  matter  of  fact,  mutual  funds  are  in- 
creasingly becoming  participants  in  the  futures  markets.  But  as  it 
happens,  they  are  not  really  the  largest  institutional  participant  in 
the  futures  markets.  I  think  to  the  extent  that  mutual  funds  par- 
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ticipate  in  the  futures  markets,  and  because  of  the  way  that  fu- 
tures trading  is  structured,  so  that  you  have  to  pay  as  you  go,  and 
because  of  our  ability  to  look  at  the  size  of  their  position,  that  we 
can  generally  address  them  the  way  we  would  address  any  other 
large  trader  in  the  marketplace. 

I  think  people  are  worried  about  mutual  funds  generally  in  that 
they  may  be  subject  to  demands  for  redemptions  in  periods  of  mar- 
ket volatility,  and  there  is  some  concern  whether  those  demands 
for  redemption  would  put  pressure  on  the  liquidity  of  the  funds  as 
a  general  matter.  But,  mutual  funds  are  heavily  regulated  under 
the  Investment  Company  Act,  and  they  have  to  meet  certain  liquid- 
ity requirements  as  a  result  of  securities  regulation.  And  I  think 
that  to  the  extent  people  have  asked  us  questions  about  mutual 
funds  participating  in  the  futures  markets,  it  is  more  to  ask  wheth- 
er we  can  modify  our  regulations  in  ways  that  would  make  their 
ability  to  participate  more  equivalent  to  how  they  manage  trans- 
actions in  the  securities  markets;  for  example,  to  accommodate 
large  orders  or  to  accommodate  pricing  of  transactions  so  as  to 
keep  their  transactions  in  futures  related  to  their  securities  posi- 
tions. 

Mr.  Durbin.  So  you  are  saying  that  the  volume  of  trading  in- 
volved in  mutual  funds  of  futures  markets  is  not  significantly  dif- 
ferent in  size  or  character  than  the  type  of  volume  that  you  face 
in  the  ordinary  course  of  business  in  the  future  markets.  In  other 
words,  some  movement  by  mutual  funds  is  not  likely  to  have  a 
much  different  impact  than  movement  by  large  traders  already  in 
the  market.  Is  that  correct? 

Ms.  Corcoran.  Yes.  We  have  also,  as  you  know,  commodity 
funds.  And  because  commodity  funds  have  much  more  ability  to 
use  futures  because  there  are  fewer  limitations  on  the  design  of 
commodity  fund  pools,  we  are  experienced  with  dealing  with  large 
participants  in  the  markets,  generally  speaking,  and  as  John  has 
pointed  out,  have  a  lot  of  information  to  directly  survey  that  activ- 
ity, which  really  is  not  available  to  other  regulators. 

FRAUD  INVESTIGATIONS 

Mr.  Durbin.  Lets  move  to  another  topic.  The  largest  percentage 
of  the  Enforcement  Division's  investigative  resources  is  devoted  to 
investigation  of  fraud,  firm-  and  office-wide.  In  the  past,  the  Divi- 
sion has  tried  to  impose  upstream  liability  on  managers  and  own- 
ers of  firms  or  persons  engaged  in  fraud  or  other  violations.  Can 
you  tell  us  if  this  has  been  a  successful  approach  to  reducing  fraud? 

Ms.  Holum.  The  Commission  continues  to  bring  cases  against  of- 
ficers and  managers  of  firms  in  appropriate  circumstances.  These 
cases  often  allege  that  the  officers  or  managers  did  not  directly  en- 
gage in  the  primary  wrongdoing,  but  are  liable  for  the  wrongdoing 
either  as  aiders  and  abettors  or  as  controlling  persons  under  sec- 
tions 13(a)  and  13(b),  respectively,  of  the  Commodity  Exchange  Act. 
Also,  the  Commission  continues  to  bring  cases  against  supervisors 
who  allegedly  failed  to  supervise  diligently  their  employees  and 
agents.  In  FY  1993,  14  Commission  enforcement  actions  filed  in- 
cluded allegations  that  one  or  more  persons  were  liable  under  one 
of  those  theories. 
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The  Commission  has  been  quite  successful  in  prosecuting  cases 
alleging  that  owners  or  managers  are  responsible  for  sales  fraud  or 
other  violations  engaged  in  by  brokers,  or  failed  to  supervise.  For 
example,  a  recent  decision  by  the  United  States  Court  of  Appeals 
for  the  Seventh  Circuit  in  CFTC  v.  Monieson  upheld  the  Commis- 
sion's findings  that  the  founder  and  chairman  of  the  board  of  a  Chi- 
cago futures  commission  merchant  was  liable  as  a  controlling  per- 
son under  section  13(b)  of  the  Commodity  Exchange  Act  for  a 
fraudulent  trade  allocation  scheme,  and  was  liable  for  failing  to  su- 
pervise diligently  the  activities  of  the  two  brokers  who  engaged  in 
the  scheme.  The  defendant  was  assessed  a  $200,000  civil  monetary 
penalty,  prohibited  from  trading  for  two  years,  and  his  registration 
with  the  Commission  was  revoked. 

In  another  recent  case,  the  U.S.  District  Court  for  the  Eastern 
District  of  New  York  entered  a  preliminary  injunction  against  cer- 
tain officers,  directors,  and  management  level  personnel  of  a  New 
York  firm  that  allegedly  engage  in  fraud  when  marketing  illegal 
off-exchange  foreign  currency  futures  contracts  to  members  of  the 
Chinese-American  community.  Six  of  the  11  individuals  charged  in 
the  case  were  alleged  to  be  liable  for  the  acts  of  the  firm,  Standard 
Forex,  as  controlling  persons.  The  Commission  also  has  obtained 
preliminary  or  permanent  injunctions  against  officers  and  man- 
agers of  Commonwealth  Financial  Group  and  Concorde  Trading 
Group,  both  Florida  firms  that  allegedly  engaged  in  firm-wide  sales 
fraud. 

Although  it  is  difficult  or  impossible  for  the  Commission  to  quan- 
tify a  reduction  in  fraud  as  a  result  of  these  actions,  we  believe 
that  they  have  sent  a  significant  message  to  the  industry  and  will 
have  the  beneficial  effect  of  encouraging  improved  compliance  pro- 
grams at  legitimate  firms  and  deterring  promoters  from  establish- 
ing boiler  rooms. 

FRAUD  RESOURCES 

Mr.  DURBIN.  Please  update  the  table  that  appears  on  page  352 
of  last  year's  hearing  record  that  shows  the  percentage  of  profes- 
sional resources  spent  on  trade,  practice  and  other  fraud  matters. 

Ms.  Holum.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 

PERCENTAGE  OF  PROFESSIONAL  RESOURCES  SPENT  ON  TRADE  PRACTICE  AND  OTHER  FRAUD 

MATTERS 


Percentage  on 

trade  practice 

matters 

Percentage  on 

other  fraud 

matters 

Fiscal  year: 

1993  

26 

60 

1992  

27 

53 

1991  

30 

51 

1990   . 

21 

62 

1989 

14 

67 

1988  

16 

66 

80 

109 

89 

130 

71 

151 

78 

165 

70 

104 

89 

97 
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INVESTIGATIONS 

Mr.  Durbin.  For  the  record,  please  provide  a  table  showing  the 
number  of  investigations  in  the  Division  of  Enforcement  for  the 
past  five  years. 

Ms.  Holum.  Mr.  Chairman,  I  will  provide  that  information  for 
the  record. 

[The  information  follows:] 

ENFORCEMENT  INVESTIGATIONS 

lnvest.gat.ons      *"£*" 

opened  pendmg  ? 

^  year,  end 

Fiscal  year: 

1988  

1989  

1990  

1991  

1992  

1993  

ENFORCEMENT  WORKLOAD 

Mr.  Durbin.  What  was  your  workload  for  the  Enforcement  Office 
during  1993?  How  many  existing  cases  and  how  many  new  cases 
were  started  during  1993? 

Ms.  Holum.  During  fiscal  year  1993,  the  Commission  filed  45  ad- 
ministrative proceedings  and  11  civil  injunctive  actions.  The  en- 
forcement staff  began  the  year  with  117  cases  pending,  and  com- 
pleted 54  cases  during  the  year.  Also  during  the  year,  the  Enforce- 
ment Division  opened  89  new  investigations,  which  it  added  to  the 
104  investigations  pending  at  the  beginning  of  the  fiscal  year.  The 
Division  completed  96  investigations  during  the  year. 

INFORMATION  SHARING  AGREEMENTS 

Mr.  Durbin.  For  the  record,  would  you  please  provide  a  list  of 
foreign  countries  or  self-regulator  organizations  in  which  you  have 
a  Memorandum  of  Understanding  or  some  other  agreement.  Which 
of  these  have  been  signed  in  the  past  year? 

Ms.  Holum.  There  are  nine  enforcement  information  sharing 
agreements,  three  financial  information  sharing  memoranda  of  un- 
derstanding, and  six  cooperative  arrangements  for  information 
sharing  on  matters  related  to  implementation  of  Part  30.  The  de- 
tailed list  will  be  provided  for  the  record. 

[The  information  follows:] 
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ENFORCEMENT  INFORMATION  SHARING  AGREEMENTS 

Country  Date  Signed 

Brazil 

Commissao  do  Valores  Mobiliarios  April  12,  1991 

Canada  (2  separate  MOUs) 

Ontario  Securities  Commission  July  7,  1992 

Commission  des  valeurs  mobiliere  du  Quebec       July  7,  1992 

France 

Commission  des  Operations  de  Bourse  June  6,  1990 

Hong  Kong  (by  exchange  of  letters) 

Securities  and  Futures  Commission  May  27,  1992 

Spain 

Comision  Nacional  del  Mercado  de  Valores         Oct.  26,  1992 

Switzerland 

Exchange  of  Diplomatic  Notes  Nov.  3.  1993 

(an  Exchange  affecting  the  CFTC  &  SEC 

amending  Article  1,  Paragraph  3  of  the  Treaty  on  Mutual 
Assistance  in  Criminal  Matters 

Taiwan 

American  Institute  in  Taiwan  and  the 

Coordinating  Counsel  for  North  American  Affairs   Jan.  11,  1993 

The  Netherlands  April  29,  1993 

This  is  an  agreement  between  the  US  and 
The  Netherlands  by  which  the  CFTC  benefits. 

United  Kingdom  (1  MOU,  jointly  with  the  SEC) 

Department  of  Trade  and  Industry  and 

Securities  and  Investments  Board  Sept.  25,  1991 

MUTUAL  RECOGNITION  MEMORANDUM  OF  UNDERSTANDING 

Country  Date  Signed 

France 

Commission  des  Operations  de  Bourse  June,  1990 
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FINANCIAL  INFORMATION  SHARING  MEMORANDA  OF  UNDERSTANDING 


Country 

Canada  (2  separate  MOUs) 

Ontario  Securities  Commission 

Commission  des  valeurs  mobiliere  du  Quebec 

United  Kingdom 

U.K.  regulatory  authorities 

United  Kingdom 

Addendum  to  September,  1988 


Date  Signed 


September,  1991 
September,  1991 


September,  1988 
May,  1989 


COOPERATIVE  ARRANGEMENTS  FOR  INFORMATION  SHARING  ON  MATTERS 
RELATED  TO  IMPLEMENTATION  OF  PART  30 


Country 

Japan 

Ministry  of  Agriculture,  Forestry  and 
Fisheries  of  Japan  (rule  30.3  and  rule  30.10) 

United  Kingdom 

Side  Letter  Relating  to  US/UK  Memorandum 

of  Understanding  (rule  30.3  and  rule  30.10). 

Canada 

OSC  (rule  30.10) . 

CVMQ  (rule  30.3  and  rule  30.10). 

Australia 

Australian  National  Companies  and  Securities 

Commission  (rule  30.3  and  rule  30.10). 

Singapore 

Monetary  Authority  of  Singapore  (rule  30.10). 
Monetary  Authority  of  Singapore  (rule  30.3). 


Date  Signed 


December,  1992 


May,  1989 


August,  19  88 
June,  1988 


May,  1988 


February,  1988 
December,  1987 


45 

11 

54 

36 

18 

59 

31 

11 

52 

37 

11 

29 

35 

15 

56 

40 

14 

41 
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CASES  FILED 

Mr.  Durbin.  For  the  record,  please  update  the  table  that  appears 
in  last  year's  hearing  record  that  shows  the  number  of  civil  injunc- 
tive actions  and  administrative  proceedings. 

Ms.  Holum.  Mr.  Chairman,  I  will  provide  that  information  for 
the  record. 

[The  information  follows:] 

CIVIL  AND  ADMINISTRATIVE  PROCEEDINGS 

Administrative        Civil  cases         Cases  corn- 
cases  filed  filed  pleted 

Year: 

1993  

1992  

1991  

1990  

1989  

1988  

CIVIL  PENALTIES  IMPOSED 

Mr.  Durbin.  Please  update  the  table  that  appeared  in  last  year's 
hearing  record  that  shows  the  amount  of  civil  penalties  from  ad- 
ministrative proceedings  issued  for  each  fiscal  year  since  1987. 

[The  information  follows:] 

Civil  monetary  penalties  imposed  fiscal  year  1987-93 

Fiscal  year:  Amount 

1987 $1,947,500 

1988 2,337,500 

1989 5,858,400 

1990 5,175,000 

1991 3,150,071 

1992 3,207,277 

1993 3,313,100 

EDUCATION  SEMINARS 

Mr.  Durbin.  Last  year,  we  read  stories  about  CFTC  delegating 
some  of  its  oversight  activities  to  the  private  sector.  As  budgets  get 
tighter  educating  State,  local,  and  Federal  civil  and  criminal  offi- 
cials about  the  Commodity  Exchange  Act  and  commodity  related 
fraud  should  be  a  high  priority.  I  see  in  your  explanatory  notes 
that  you  proposed  to  dramatically  reduce  the  amount  of  education 
seminars  to  these  groups.  You  also  propose  to  reduce  the  number 
of  information  letters  sent.  Are  you  using  other  methods  or  activi- 
ties for  information  transfer  to  your  regulatory  partners? 

Ms.  Holum.  Let  me  first  address  our  education  seminars  for  law 
enforcement  personnel.  For  more  than  a  decade,  the  Commission's 
Division  of  Enforcement  has  organized  and  presented  educational 
programs  on  commodities  fraud  for  law  enforcement  officials 
throughout  the  U.S.  During  the  six  years  before  FY  1993,  the  Divi- 
sion conducted  an  average  of  more  than  11  such  programs  per  year. 
As  a  result  of  budget  limitations  and  a  reduced  staff  level  begin- 
ning in  FY  1993,  a  decision  was  made  that  the  Division  of  Enforce- 
ment should  focus  its  limited  resources  on  its  core  mission  of  inves- 
tigating and  prosecuting  violations  of  the  Act  and  Commission  reg- 
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ulations,  particularly  those  involving  fraud,  and  present  its  semi- 
nars only  as  budget  and  staffing  allowed.  As  a  result,  the  Division 
conducted  only  one  seminar  in  FY  1993.  Continued  budget  restric- 
tions and  further  staff  cuts  in  this  fiscal  year  have  prevented  the 
Division  from  restoring  the  seminar  program  to  its  previous  level. 
However,  the  Division  was  able  to  present  two  such  seminars  in 
the  first  half  of  this  fiscal  year,  and  will  attempt  to  present  addi- 
tional seminars  in  the  second  half  of  the  fiscal  year. 

The  Commission  is  continuing  to  use  other  methods  to  commu- 
nicate and  coordinate  with  other  regulatory  and  law  enforcement 
agencies.  For  example,  the  Commission  is  one  of  the  original  mem- 
bers of  the  interagency  Securities  and  Commodities  Fraud  Working 
Group,  and  Commission  Enforcement  staff  attend  regular  working 
group  meetings  along  with  representatives  of  other  Federal  agen- 
cies, the  National  Association  of  Attorneys  General  and  the  North 
American  Securities  Administrators  Association.  The  Commission, 
through  the  Division  of  Enforcement,  also  participates  in  the  inter- 
agency Telemarketing  Fraud  working  group.  The  Division  also  con- 
tinues to  cooperate  with  other  agencies,  both  Federal  and  State,  on 
particular  matters.  Indeed,  in  the  last  four  months  the  Commission 
has  filed  two  civil  injunctive  cases  in  Federal  Court  along  with  the 
State  of  California. 

The  Division  of  Economic  Analysis's  Market  Information  Group 
sends  out  informational  letters  to  traders,  FCMs,  clearing  mem- 
bers, and  exchanges  to  advise  them  when  some  type  of  change  oc- 
curs, such  as  in  a  trader's  reporting  status,  reporting  levels  or  pro- 
cedures, the  introduction  of  new  contracts,  and  notification  of  holi- 
day schedules.  Although  these  letters  are  meant  to  foster  better 
compliance  with  the  Commission's  reporting  regulation,  sending 
letters  and  monitoring  follow-ups  is  a  labor-intensive  process.  With 
a  lower  staff  level  in  FY  1995,  the  Market  Information  Group  will 
send  fewer,  but  better  targeted  letters  to  seek  compliance  with  re- 
porting requirements. 

Mr.  DURBIN.  The  budget  proposes  appropriations  language  to 
allow  you  to  charge  and  keep  funds  for  Commission  sponsored  edu- 
cational events  and  symposia.  Describe  in  some  detail  how  you 
would  carry  out  this  provision.  What  would  you  charge? 

Mr.  Holum.  As  part  of  its  Congressional  mandate,  the  Commis- 
sion conducts  educational  events  and  other  policy  symposia.  For  ex- 
ample, last  October,  following  the  release  of  its  study  on  Swaps  and 
Derivatives,  the  Commission  sponsored  a  seminar  on  this  topic  and 
over  600  people  attended,  most  of  whom  were  from  the  private  sec- 
tor. The  CFTC  had  to  absorb  all  the  costs  of  printing,  mailing,  trav- 
el expenses  for  some  academic  panelists,  and  other  costs  of  con- 
ducting such  a  seminar. 

Our  staff  has  reviewed  current  law  and  concluded  there  is  no 
way  for  the  CFTC  to  be  able  to  recoup  fees  to  offset  the  cost  of  such 
activities  short  of  specific  authority  such  as  that  requested.  The 
Commission  would  anticipate  charging  and  collecting  fees  that 
would  be  at  or  just  below  the  costs  of  conducting  the  event.  There 
would  be  no  attempt  to  augment  appropriations  through  this  au- 
thority. 
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Mr.  Durbin.  What  kind  of  receipts  do  you  anticipate  in  the  first 
year  if  you  get  the  authority?  For  what  purpose  would  you  use  the 
revenues  received? 

Ms.  Holum.  At  the  present  time,  the  only  seminar  the  Commis- 
sion has  planned  is  the  Symposium  on  Risk  Management  in  Amer- 
ican Agriculture  in  November  of  1994.  The  preliminary  estimate  for 
this  symposium  is  approximately  $20,000.  If  we  had  this  authoriz- 
ing language,  we  would  have  the  ability  to  charge  a  registration  fee 
to  offset  our  costs  of  this  seminar. 

Mr.  Durbin.  Would  you  have  to  issue  rules  and  regulations 
through  the  Federal  Register? 

Ms.  Holum.  I  am  advised  that  the  proposed  language  in  the  ap- 
propriations bill  is  the  only  thing  necessary  to  allow  the  Commis- 
sion to  recoup  its  costs  for  such  events. 

INVESTOR  EDUCATION 

Mr.  Durbin.  The  Securities  and  Exchange  Commission  has 
begun  a  concerted  effort  to  educate  investors  as  a  way  of  protecting 
them  from  fraud.  What  are  you  doing  to  assure  that  investors  have 
all  the  facts  related  to  trading  fraud? 

Ms.  Holum.  The  Commission  has  a  long  history  of  strong 
consumer  protection  through  educational  programs,  close  commu- 
nication with  State  law  enforcement  agencies,  mandated  risk  dis- 
closure to  customers,  enforcement  actions  against  persons  who  en- 
gage in  retail  sales  fraud,  and  providing  the  reparations  forum  for 
customers  who  allege  that  fraud  has  been  committed.  The  Commis- 
sion prepares  and  distributes  a  wide  variety  of  consumer-oriented 
publications,  including  brochures  on  the  basic  facts  of  futures  trad- 
ing and  how  to  resolve  a  futures-related  dispute,  and  a  "Proceed- 
ings Bulletin"  providing  a  list  of  all  persons  and  firms  that  have 
been  sanctioned  by  the  Commission.  Last  year  the  Commission 
published  versions  of  several  of  its  brochures  in  Spanish  and  Chi- 
nese. The  Commission's  Office  of  Public  Affairs  also  educates  con- 
sumers by  working  with  organizations  like  the  American  Associa- 
tion of  Retired  Persons,  the  President's  Consumer  Affairs  Council, 
the  Better  Business  Bureau,  the  National  Consumer's  League,  and 
the  Alliance  Against  Fraud  in  Telemarketing. 

In  addition  to  these  types  of  general  consumer  education,  the 
Commission  has  sought  to  prevent  fraud  before  it  happens  by  re- 
quiring that  each  prospective  customer  be  given  a  standard,  short 
and  plain  explanation  of  the  risks  of  futures  trading  before  any 
trade  can  be  entered  for  the  customer's  account.  Finally,  as  dis- 
cussed in  our  budget  notes,  the  Commission's  enforcement  division 
dedicates  the  majority  of  its  resources  to  investigating  and  pros- 
ecuting retail  sales  fraud,  which  generally  is  committed  through 
telemarketing. 

DUAL  TRADING 

Mr.  Durbin.  Please  define,  compare,  and  contrast  cross  trading 
and  dual  trading.  Are  these  activities  prohibited? 

Ms.  Holum.  In  general,  crossing  of  orders  is  a  technique  used  by 
floor  brokers  to  execute  matching  orders  of  separate  customers. 
Such  order  execution  is  unlawful  unless  done  in  accordance  with 
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Commission  regulations  and  exchange  rules  that  assure  the  orders 
are  exposed  to  the  pit  and  executed  in  a  competitive  manner. 

Dual  trading  is  defined  by  Commission  Regulation  155.5(4)  as 
the  execution  of  customer  orders  by  a  floor  broker  during  the  same 
trading  session  in  which  the  floor  broker  executes  directly  or  initi- 
ates and  passes  to  another  member  for  execution  a  transaction  in 
the  same  contract  market  for  the  floor  broker's  own  account;  any 
account  for  which  the  floor  broker's  ownership  interest  is  ten  per- 
cent or  more;  or  an  account  for  which  the  floor  broker  has  trading 
discretion. 

Implementing  the  Futures  Trading  Practices  Act  of  1992,  Com- 
mission regulations  prohibit  dual  trading  in  contract  markets  with 
average  daily  trading  volume  equal  to  or  in  excess  of  8,000  con- 
tracts, subject  to  certain  exceptions.  The  prohibition  is  subject  to  an 
exemption  process  which  generally  allows  exchanges  that  meet 
specified  trade  monitoring  standards  to  obtain  an  exemption  from 
the  dual  trading  prohibition.  All  exchanges  affected  by  the  Commis- 
sion's dual  trading  prohibition  have  applied  for  an  exemption.  The 
Chicago  Mercantile  Exchange  independently  prohibits  dual  trading 
in  contract  months  with  average  daily  trading  volume  of  10,000 
contracts,  subject  to  certain  exceptions. 

Crossing  of  orders  can  be  distinguished  from  dual  trading  by  the 
floor  broker's  role  in  the  transaction.  When  crossing  orders,  a  floor 
broker  acts  as  the  agent  of  two  separate  customers.  When  dual 
trading,  a  floor  broker  executes  customer  orders  and  trades  for  his 
personal  account  during  the  same  trading  session. 

CROSS  TRADES 

Mr.  Durbin.  The  Coffee,  Sugar,  and  Cocoa  Exchange  recently  ap- 
proved a  change  that  would  allow  cross  trades  to  be  executed  only 
when  each  side  of  the  trade  is  a  customer  order.  Does  the  CFTC 
have  regulations  regarding  cross  trading? 

Ms.  Holum.  The  Commission  has  received  the  Coffee,  Sugar  and 
Cocoa  Exchange's  rule  amendment  pertaining  to  crossing  of  orders. 
It  is  currently  being  reviewed  by  Commission  staff,  and  we  antici- 
pate that  the  staff  will  recommend  that  the  Commission  approve 
the  rule  amendment  shortly. 

Commission  Regulation  1.39  governs  crossing  of  customer  orders. 
The  regulation  requires,  in  part,  that  a  floor  broker  first  offer  the 
customer  orders  openly  and  competitively  in  the  trading  pit,  exe- 
cute the  orders,  i.e.,  cross  the  orders,  in  the  presence  of  a  contract 
market  official  and  identify  the  cross  trade  on  his  trading  card,  and 
keep  a  permanent  record  of  the  transaction.  The  member  executing 
such  orders  may  not  have  any  interest  in  the  orders,  directly  or  in- 
directly. Separately,  Commission  regulation  155.2(e)  prohibits  a 
broker  from  taking  the  other  side  of  a  customer's  order,  except  with 
the  customer's  prior  consent  and  in  conformity  with  exchange  rules 
approved  by  the  Commission. 

CROSS  TRADING  REGULATIONS 

Mr.  Durbin.  For  the  record,  please  identify  the  exchanges  that 
have  and  have  not  implemented  cross  trading  regulations. 

Ms.  Holum.  The  Chicago  Board  of  Trade  prohibits  crossing  of  or- 
ders. All  other  exchanges  have  rules  permitting  crossing  of  orders. 


497 

Of  the  exchanges  that  permit  crossing  of  orders,  only  two  ex- 
changes, the  New  York  Cotton  Exchange  and  the  Coffee,  Sugar, 
and  Cocoa  Exchange — CSCE — permit  a  broker  to  take  the  opposite 
side  of  his  customer's  order,  provided  the  broker  has  obtained  prior 
consent  from  the  customer.  However,  as  you  know,  recently  CSCE 
submitted  a  rule  to  the  Commission  for  approval  which  would  pro- 
hibit brokers  from  taking  the  opposite  side  of  customer  orders.  The 
amended  CSCE  rule  should  be  approved  shortly. 

Mr.  Durbin.  Please  update  the  volume  of  trading  table  that  ap- 
pears on  page  353  of  last  year's  hearing  record. 

Ms.  Holum.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 

FUTURES  TRADING  VOLUME 
[1975  through  1993] 


Volume  of 
trading  (thou- 
sand con- 
tracts) 


Yearly  per- 
centage 
change 


1975  26,283.9 

1976  33.990.6 

1977  41,022.8 

1978  53,222.3 

1979  74,309.2 

1980  82.691.2 

1981  101,124.3 

1982  107.644.0 

1983  136.077.0 

1984  148,822.2 

1985  152,589.7 

1986 183,098.1 

1987  213.546.9 

1988  242.760.8 

1989  267.658.4 

1990  272,306.7 

1991  261.422.7 

1992  289,453.9 

1993  325,515.3 


29.4 
20.7 
29.8 
39.7 
11.3 
22.3 

6.5 
26.5 

9.4 

2.6 
20.0 
16.7 
13.3 
10.8 

1.7 

-4.0 

10.7 

12.5 


OPTION  CONTRACTS  TRADING  VOLUME 
(1983  through  1993] 


Volume  of 
trading  (thou- 
sand con- 
tracts) 


Yearly  per- 
centage 
change 


1983  1,876.8 

1984  7,953.5 

1985  16,866.9 

1986  30,459.6 

1987  41,002.5 

1988  49,029.2 

1989  44,241.6 

1990  61,928.1 

1991  60,325.5 

1992  69,590.3 

1993  76,864.5 


323.8 

112.1 
80.6 
34.6 
19.6 

-9.8 
40.0 

-2.6 
15.4 
10.4 


1993  CONTRACTS  TRADED 

Mr.  Durbin.  For  the  record,  please  provide  a  table  showing  all 
futures  and  option  contracts  approved  and/or  traded  during  fiscal 
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year  1993.  Also  provide  the  volume  of  each  that  was  traded  during 
the  year. 

Ms.  Holum.  Mr.  Chairman,  I  will  provide  that  information  for 
the  record. 

[The  information  follows:] 
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FUTURES  CONTRACTS  TRADED 
DURING  FISCAL  YEAR  1993 

COMMODITY                                                                      VOLUME 

CHICAGO  BOARD  OF  TRADE  (CBT) 

WHEAT 

2,923,079 

CORN 

10,192,901 

OATS 

376,195 

SOYBEANS 

10,703,559 

SOYBEAN  OIL 

4,514,460 

SOYBEAN  MEAL 

4,SS7,702 

DIAMMONIUM  PHOSPHATE 

46,110 

ANHYDROUS  AMMONIA 

11,991 

BARGE  FREIGHT  INDEX 

26 

EASTERN  CATASTROPHIC  INS 

4,689 

NATIONAL  CATASTROPHIC  INS 

4,817 

MIDWEST  CATASTROPHIC  INS 

74 

SILVER  (1,000  OZ) 

79,589 

SILVER  (5,000  OZ) 

594 

GOLD  (KILO) 

17,970 

GOLD  (100  OZ) 

529 

US  TREASURY  BONDS 

75,553,744 

US  TREASURY  NOTES  (2  YR) 

483,856 

US  TREASURY  NOTES  (10  YR) 

15,645,008 

US  TREASURY  NOTES  (S  YR) 

7,770,486 

30- DAY  FED  FUND 

229,246 

MAJOR  MARKET  INDEX 

235,363 

MUNICIPAL  BONDS 

1,106,249 

US  DOLLAR  INDEX 

733 

WILSHIRE  SMALL  CAP  INDEX 

1,606 

TOTAL  CBT 

134,460,576 

MIDAMERICA  COMMODITY  EXCHANGE  (MCE) 

WHEAT 

121,481 

CORN 

257,337 

OATS 

4,841 

SOYBEANS 

959,504 

SOYBEAN  MEAL 

3,020 

ROUGH  RICE 

33,735 

UVE  HOGS 

18,431 

UVE  CATTLE 

15,318 
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FUTURES  CONTRACTS  TRADED 
DURING  FISCAL  YEAR  1993 

COMMODITY 

VOLUME 

SILVER,  NY  DEL 

7,102 

GOLD,  NY  DEL 

15,559 

PLATINUM 

1,272 

US  TREASURY  BONDS 

1,156,039 

US  TREASURY  BILLS 

1,396 

US  TREASURY  NOTES- 10  YR 

5,331 

US  TREASURY  NOTES-  5  YR 

32 

CANADIAN  DOLLAR 

8,287 

SWISS  FRANC 

62,216 

DEUTSCHE  MARK 

117,442 

POUND  STERLING 

71,096 

JAPANESE  YEN 

54,621 

EURODOLLAR 

8,139 

US  DOLLAR  INDEX 

1,762 

TOTAL  MCE 

2,923,961 

KANSAS  CITY  BOARD  OF  TRADE  (KCBT) 

WHEAT 

1,264,789 

STOCK  INDEX,  VLA 

45,234 

STOCK  INDEX,  MVL 

38,939 

TOTAL  KCBT 

1,348,962 

MINNEAPOLIS  GRAIN  EXCHANGE  (MGE) 

WHEAT 

818,773 

WHITE  WHEAT 

8,970 

OATS 

4,003 

FROZEN  SHRIMP 

1,187 

TOTAL  MGE 

832,933 

CHICAGO  MERCANTILE  EXCHANGE  (CME)  AND 
INTERNATIONAL  MONETARY  MARKET  (IMM) 

UVEHOGS 

1,469,762 

PORK  BELLIES 

721,169 

UVE  CATTLE 

3,148,280 

FEEDER  CATTLE 

397,822 

BROILER  CHICKENS 

53 

LUMBER 

168,258 

US  TREASURY  BILLS 

1,111,845 

AUSTRALIAN  DOLLAR 

177,313 

CANADIAN  DOLLAR 

1,265,203 
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FUTURES  CONTRACTS  TRADED 
DURING  FISCAL  YEAR  1993 

COMMODrrY 

VOLUME 

FRENCH  FRANC 

2,097 

SWISS  FRANC 

5,573,125 

DEUTSCHE  MARK 

12,700,258 

DEUTSCHE  MARK  ROLLING  SPOT 

2,540 

POUND  STERLING 

3,446,850 

POUND  STERLING  ROLLING  SPOT 

1,729 

JAPANESE  YEN 

5,293,825 

EURODOLLAR 

65,496,887 

EUROMARK 

25,026 

STOCK  INDEX,  S&P  500 

12,934,153 

STOCK  INDEX,  S&P  400 

180,877 

ONE  MONTH  LIBOR  RATE 

1,102,277 

NIKKEI  STOCK  AVERAGE 

327,405 

DM/JY  CROSS 

735 

GOLDMAN-SACHS  COMM  INDEX 

116,533 

FT-SE  100  STOCK  INDEX 

1,151 

RUSSELL  2000  INDEX 

11,905 

MAJOR  MARKET  INDEX 

7,422 

TOTAL  CME/IMM 

115,684,500 

NEW  YORK  MERCANTILE  EXCHANGE  (NYMEX) 

HEATING  OIL 

8,312,736 

CRUDE  OIL,  SWEET 

23,539,027 

CRUDE  OIL,  SOUR 

825 

PALLADIUM 

106,926 

PLATINUM 

634,592 

UNLEADED  REGULAR  GASOLINE,  NY 

6,834,273 

UNLEADED  GASOLINE,  GULF  COAST 

3,592 

PROPANE  GAS 

51,144 

NATURAL  GAS 

3,931,958 

TOTAL  NYMEX 

43,415,073 

NEW  YORK  COTTON  EXCHANGE  &  ASSO.  (NYCE) 

COTTON  NO.  2 

1,573,793 

COTLOOK  WORLD  COTTON 

15,198 

ORANGE  JUICE 

581,799 

US  DOLLAR  INDEX 

575,580 

EUROPEAN  CURRENCY  UNIT 

68 

US  TREASURY  NOTES-S  YR 

41,781 
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FUTURES  CONTRACTS  TRADED 
DURING  FISCAL  YEAR  1993 

COMMODrTY 

VOLUME 

US  TREASURY  NOTES-2  YR 

S86 

TOTAL  NYCE 

2,788,805 

COFFEE,  SUGAR  AND  COCOA  EXCHANGE  (CSCE) 

COCOA 

1,840,310 

COFFEE  c: 

2,492,786 

BRAZIL-DIFF  COFFEE 

23 

SUGAR  NO  11 

4,053,719 

SUGAR  NO.  14 

136,497 

CHEDDAR  CHEESE 

459 

NON  FAT  DRY  MILK 

812 

TOTAL  CSCE 

8,524,606 

COMMODITY  EXCHANGE  INC.  (COMEX) 

SILVER 

4,233,058 

COPPER 

1,930,383 

GOLD 

8,163,699 

PLATINUM 

6,362 

PALLADIUM 

196 

EUROTOP  100  INDEX 

67,476 

TOTAL  COMEX 

14,401,174 

NEW  YORK  FUTURES  EXCHANGE  (NYFE) 

NYSE  COMPOSITE  INDEX 

1,020,992 

CMDTY  RSRCH  BR  INDEX 

82,560 

TOTAL  NYFE 

1,103,552 

PHILADELPHIA  BOARD  OF  TRADE  (P30T) 

SWISS  FRANC 

531 

DEUTSCHE  MARK 

18,542 

BRITISH  POUND 

1,607 

JAPANESE  YEN 

4,323 

AUSTRALIAN  DOLLAR 

85 

FRENCH  FRANC 

6,031 

TOTAL  PBOT 

31,119 

TOTAL  ALL  MARKETS 

325,515,261 
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OPTION  CONTRACTS  TRADED 
DURING  FISCAL  YEAR  1993 

COMMODITY 

VOLUME 

CHICAGO  BOARD  OF  TRADE  (CBT) 

WHEAT 

707,240 

CORN 

1,724,538 

OATS 

14,152 

SOYBEANS 

2,614,074 

SOYBEAN  OIL 

154,689 

U.S.  TREASURY  BONDS 

21,068,625 

SOYBEAN  MEAL 

252,363 

U.S.  TREASURY  NOTES  (2  YR) 

8,590 

US  TREASURY  NOTES  (10  YR) 

4,309,580 

U.S.  TREASURY  NOTES  (5  YR) 

1,601,989 

SILVER  (1,000  OZ) 

21,314 

NATL  CATASTROPHIC  INS 

30 

EASTERN  CATASTROPHIC  INS 

702 

MAJOR  MARKET  INDEX 

1,984 

MUl^CIPAL  BONDS 

68,553 

WILSHIRE  SMALL  CAP  INDEX 

52 

TOTAL  CBT 

32,548,475 

KANSAS  CITY  BOARD  OF  TRADE  (KCBT) 

WHEAT 

85,943 

STOCK  INDEX,  MVL 

1,792 

TOTAL  KCBT 

87,735 

COFFEE  SUGAR  &  COCOA  EXCHANGE  (CSCE) 

SUGAR  NO.  11 

867,534 

COCOA 

256,928 

COFFEE  C 

1,126,727 

CHEDDAR  CHEESE 

174 

NON  FAT  MILK 

255 

TOTAL  CSCE 

2,251,618 

MIDAMERICA  COMMODITY  EXCHANGE  (MCE) 

GOLD 

33 

WINTER  WHEAT 

3,017 

CORN 

7,077 

SOYBEANS 

19,313 

US  TREASURY  BONDS 

3,045 

ROUGH  RICE 

3,684 
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OPTION  CONTRACTS  TRADED 
DURING  FISCAL  YEAR  1993 

COMMODITY 

VOLUME 

TOTAL  MCE 

36,169 

CHICAGO  MERCANTILE  EXCHANGE  (CME) 
AND  INTERNATIONAL  MONETARY  MARKET  (IMM) 

LIVE  HOGS 

75,883 

PORK  BELLIES 

29,282 

UVE  CATTLE 

507,194 

FEEDER  CATTLE 

81,681 

LUMBER 

20,930 

EURODOLLAR 

16,717,488 

BRITISH  POUND 

503,663 

BRITISH  POUND  ROLLING  SPOT 

286 

DEUTSCHE  MARK 

6,096,898 

DEUTSCHE  MARK  ROLLING  SPOT 

408 

SWISS  FRANC 

746,331 

FRENCH  FRANC 

507 

JAPANESE  YEN 

1,784,206 

CANADIAN  DOLLAR 

172,041 

AUSTRALIAN  DOLLAR 

3,254 

US  TREASURY  BILLS 

20,763 

STOCK  INDEX,  S&P  500 

2,734,010 

STOCK  INDEX,  S&P  400 

6,082 

NIKKEI  STOCK  AVERAGE 

7,870 

ONE-MONTH  LIBOR  RATE 

101,854 

EUROMARK 

8,923 

DM/JY  CROSS 

612 

GOLDMAN  SACHS  COMM  INDEX 

34,414 

RUSSELL  2000 

612 

FT-SE  100 

75 

MAJOR  MARKET  INDEX 

86 

TOTAL  CME/IMM 

29,655,353 

MINNEAPOLIS  GRAIN  EXCHANGE  (MGE) 

SPRING  WHEAT 

14,606 

WHITE  WHEAT 

7,508 
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OPTION  CONTRACTS  TRADED 
DURING  FISCAL  YFAR  1993 

COMMODITY 

VOLUME 

EUROPEAN  SPRING  WHEAT 

4 

OATS 

177 

FROZEN  SHRIMP 

347 

TOTAL  MGE 

22,642 

COMMODITY  EXCHANGE  INC.  (COMEX) 

GOLD 

1,S22,82S 

SILVER 

986,170 

COPPER 

115,048 

PLATINUM 

1S7 

EUROTOP  100  INDEX 

S33 

TOTAL  COMEX 

2,624,733 

NEW  YORK  COTTON  EXCHANGE  (NYCE) 

COTTON 

337,061 

COTLOOK  WORLD  COTTON 

1,394 

ORANGE  JUICE 

104,007 

US  DOLLAR  INDEX 

73,510 

TOTAL  NYCE 

S15.972 

NEW  YORK  FUTURES  EXCHANGE  (NYFE) 

NYSE  COMPOSITE  INDEX 

36,701 

CRB  INDEX 

S.530 

TOTAL  NYFE 

42,231 

NEW  YORK  MERCANTILE  EXCHANGE  (NYME) 

HEATING  OIL 

1,041,997 

CRUDE  OIL 

6,982,106 

UNLEADED  GASOLINE 

690,635 

PLATINUM 

59,127 

NATURAL  GAS 

305,718 

TOTAL  NYMEX 

9,079,583 

TOTAL  ALL  MARKETS 

76,864,511 
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AGRICULTURAL  CONTRACTS 

Mr.  Durbin.  For  the  record,  please  update  the  table  that  appears 
on  page  367  of  last  year's  hearing  record,  showing  the  percent  of 
domestic  agricultural  contracts  and  options  versus  total  volume. 

[The  information  follows:] 

VOLUME  IN  DOMESTIC  AGRICULTURAL1  (AG)  CONTRACTS 
[In  millions  of  contracts] 


Futures 


Options 


Fiscal  year 


Domestic  AG 
contracts 

Total  volume 

AG  as  a  per- 
cent ot  total 

Domestic  AG 
contracts 

Total  volume 

AG  as  a  per- 
cent ol  total 

48.3 

82.7 
101.1 
107.6 
136.1 

58.4 
51.0 
39.9 
36.9 

51.5 

47.9 

50.2 

0 

1.9 

0 

49.1 

148.8 

33.0 

0 

8.0 

0 

34.2 

152.6 

22.4 

1.2 

16.9 

7.2 

33.6 

183.1 

18.3 

2.3 

30.5 

7.5 

32.2 

213.5 

16.5 

3.4 

41.0 

8.2 

49.3 

241.8 

20.4 

6.6 

49.0 

13.4 

46.8 

267.7 

17.5 

6.1 

44.2 

13.9 

46.9 

272.3 

17.2 

6.4 

61.9 

10.4 

45.0 

261.4 

17.2 

6.6 

60.3 

11.0 

44.2 

289.5 

15.3 

6.7 

69.6 

9.6 

44.1 

325.5 

13.6 

6.6 

76.9 

8.6 

1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 


1  Domestic  agricultural  commodities:  Wheat,  com,  oats,  rice,  soybeans,  soybean  oil,  soybean  meal,  cotton,  live  hogs,  live  cattle,  feeder  cat- 
tle, pork  bellies,  and  broilers.  Volume  expressed  in  millions  of  contracts. 

AGRICULTURAL  OPTION  CONTRACTS 

Mr.  Durbin.  Please  provide  for  the  record  a  list  of  all  the  agricul- 
tural option  contracts  that  are  now  being  traded. 

Ms.  Holum.  I  will  provide  for  the  record  a  list  that  shows  trading 
which  occurred  in  agricultural  option  contracts  during  calendar 
year  1993. 

[The  information  follows:] 


Exchange 


Commodity 


Chicago  Board  of  Trade 

Chicago  Mercantile  Exchange 

Coffee  Sugar  &  Cocoa  Exchange  .. 

Kansas  City  Board  of  Trade  

MidAmerica  Commodity  Exchange 
Minneapolis  Grain  Exchange  


New  York  Cotton  Exchange 


Wheat,  corn,  oats,  soybeans,  soybean  oil,  soybean  meal. 
Live  cattle,  live  hogs,  feeder  cattle,  frozen  pork  bellies. 
Sugar  No.  11,  coffee  "C,"  cocoa,  Cheddar  cheese,  nonfat  dry  milk. 
Hard  winter  wheat. 
Wheat,  corn,  soybeans,  rough  rice. 

Hard  red  spring  wheat  (American  style  exercise),  hard  red  spring  wheat  (Euro- 
pean style  exercise),  frozen  shrimp,  oats,  white  wheat. 
Cotton  No  2,  cotJook  world  cotton,  frozen  concentrated  orange  juice. 


NEW  CONTRACTS 

Mr.  Durbin.  For  the  record,  please  provide  a  list  of  all  new  prod- 
ucts that  were  approved  by  CFTC  during  the  past  year. 

Ms.  Holum.  The  Commission  approved  thirty-nine  new  futures 
and  option  contracts  for  the  period  January  1,  1993,  through  April 
5,  1994. 

[The  information  follows:] 
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APPROVED  DESIGNATIONS 
FOR  THE  PERIOD  01/01/93  THROUGH  04/05/94 

Futures 

CBT  US  Dollar  Index  04/06/93 

CME  Rolling  Spot  Pound  Sterling  04/06/93 

CME  Rolling  Spot  Canadian  Dollar  05/19/93 

CME  Rolling  Spot  Deutsche  Mark  05/19/93 

CME  Rolling  Spot  Japanese  Yen  05/19/93 

CME  Rolling  Spot  Swiss  Franc  05/19/93 

CSCE  Cheddar  Cheese  05/19/93 

CSCE  Nonfat  Dry  Milk  05/19/93 

MGE  Frozen  Shrimp  05/25/93 

CME  Rolling  Spot  Australian  Dollar  08/10/93 

CME  Major  Market  Index  08/13/93 

CME  Rolling  Spot  French  Franc  09/15/93 

CBT  Structural  Panel  Index  12/21/93 

NYCE  Deutsche  Mark/British  Pound  Currency  Cross  Rate  03/29/94 

NYCE  French  Franc/Deutsche  Mark  Currency  Cross  Rate  03/29/94 

NYCE  Italian  Lira/Deutsche  Mark  Currency  Cross  Rate  03/29/94 

NYCE  Japanese  Yen/Deutsche  Mark  Currency  Cross  Rate  03/29/94 

NYCE  Swiss  Krona/Deutsche  Mark  Currency  Cross  Rate  03/29/94 

Totals  18 

Options 

CBT  US  Dollar  Index  04/06/93 

CME  Rolling  Spot  Pound  Sterling  04/06/93 

CME  Rolling  Spot  Canadian  Dollar  05/19/93 

CME  Rolling  Spot  Deutsche  Mark  05/19/93 

CME  Rolling  Spot  Japanese  Yen  05/19/93 

CME  Rolling  Spot  Swiss  Franc  05/19/93 

CSCE  Cheddar  Cheese  05/19/93 

CSCE  Nonfat  Dry  Milk  05/19/93 

MGE  Frozen  Shrimp  05/25/93 

CME  Rolling  Spot  Australian  Dollar  08/10/93 

NYFE  Utility  Stock  Index  08/11/93 

CME  Major  Market  Index  08/13/93 

CME  French  Franc  09/15/93 

CME  Rolling  Spot  French  Franc  09/15/93 

CBT  Structural  Panel  Index  12/21/93 

CME  U.S.  Treasury  Bills,  1-Year  02/23/94 

NYCE  Deutsche  Mark/British  Pound  Currency  Cross  Rate  03/29/94 

NYCE  French  Franc/Deutsche  Mark  Currency  Cross  Rate  03/29/94 

NYCE  Italian  Lira/Deutsche  Mark  Currency  Cross  Rate  03/29/94 

NYCE  Japanese  Yen/Deutsche  Mark  Currency  Cross  Rate  03/29/94 

NYCE  Swiss  Krona/Deutsche  Mark  Currency  Cross  Rate  03/29/94 

Totals  21 
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PENDING  CONTRACTS 

Mr.  Durbin.  For  the  record,  please  provide  a  listing  of  all  new 
contracts  that  are  pending  before  CFTC  at  this  time. 

Ms.  HOLUM.  I  will  provide  a  list  of  active  and  inactive  pending 
designations.  An  inactive  application  involves  those  cases  where 
more  than  twelve  months  have  passed,  with  no  response  from  the 
exchange  regarding  material  deficiencies  in  the  application  which 
have  been  noted  by  CFTC,  or  the  exchange  itself  has  stayed  the  re- 
view process. 

[The  information  follows:] 

DESIGNATION  APPLICATIONS  BEFORE  CFTC 
[As  of  April  11,  1994] 

Contract  Date  submit- 

ted 

Actively  pending — Futures  (no  options  pending) 

CBT International  edible  oils  index  11/02/93 

Inactive  designation  applications  (all  futures) 

CBT Canadian  market  portfolio  index  11/29/85 

CBT Eurobond  index 04/07/86 

CBT Financial  Times — Stock  Exchange  100  share  index 05/08/85 

CBT Information  processing  index 02/26/80 

CBT Petroleum  stock  index  02/26/80 

CBT 30-day  repurchase  agreements  04/08/83 

CBT 90-day  repurchase  agreements  04/08/83 

CME  European  currency  unit  04/19/85 

CME  SAP  high  technology  stock  index 09/16/82 

CME  Utility  stock  index 09/16/82 

COMEX Interest  rate  SWAPS  10/02/86 

COMEX Repurchase  agreements 06/30/86 

Totals  12 

OMB  ALLOWANCE 

Mr.  Durbin.  What  was  your  budget  request  to  OMB;  what  was 
the  OMB  allowance? 

Ms.  HOLUM.  The  budget  request  to  OMB  and  the  OMB  allowance 
were  the  same:  $51,861,000  and  545  FTEs. 

TRANSACTION  FEE 

Mr.  Durbin.  For  the  first  time  in  several  years,  the  budget  pro- 
posal does  not  contain  transaction  fees.  I  understand  that  several 
overseas  markets  have  initiated  transaction  fees.  Do  you  believe 
that,  if  the  U.S.  had  a  transaction  fee,  it  would  drive  more  traders 
into  the  over-the-counter  markets? 

Ms.  HOLUM.  The  Commission  does  not  have  any  empirical  data 
that  conclude  that  the  imposition  of  a  transaction  fee  would  drive 
more  traders  into  the  over-the-counter  markets. 

BUDGET  HISTORY 

Mr.  Durbin.  For  the  record  please  provide  a  table  showing  the 
number  of  FTEs  and  annual  appropriation  amounts  for  CFTC  since 
the  year  1980. 

Ms.  HOLUM.  I  will  provide  that  information  for  the  record. 
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[The  information  follows:] 

DOLLARS  APPROPRIATED  AND  AUTHORIZED  FTES 

Fiscal  year  """pnatT*        Au,hon:e(l  nES 

1980  16,617,000  523 

1981  18.781,000  523 

1982  20,712,000  483 

1983  23,857,000  523 

1984  26,739,000  523 

1985  27,564.000  533 

1986  27,983,000  533 

1987  29.761,000  508 

1988  32,813,000  518 

1989  34,723,000  545 

1990  39.186,000  555 

1991  43,959,000  595 

1992  47,300,000  616 

1993  47,300,000  562 

1994  47,485,000 554 

HISTORY  OF  BUDGET  RESOURCES 

Mr.  Durbin.  For  the  record,  please  provide  a  ten-year  table 
showing  the  funding  and  manpower  resources  for  the  Office  of  the 
Commissioner,  Office  of  the  General  Counsel,  Division  of  Enforce- 
ment, Division  of  Economic  Analysis,  Division  of  Trading  and  Mar- 
kets, and  the  Office  of  the  Executive  Director. 

Ms.  Holum.  Mr.  Chairman,  I  will  provide  that  information  for 
the  record. 

[The  information  follows:] 
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COMMODITY  FUTURES  TRADING  COMMISSION 

FUNDING  BY  DIVISION 

1984-1994  1/ 

(DOLLARS  IN  THOUSANDS) 


FY 

DEA 

ENF 

T&M 

PRO 

CHR/COM 

OED 

OGC 

TOTAL 

FY  84 

$4,403 

$5,545 

$5,187 

$1,556 

$1,780 

$6,405 

$1,811 

$26,687 

FY  85 

$4,397 

$6,717 

$5,079 

$1,499 

$2,116 

$5,768 

$1,980 

$27,556 

FY  86 

$4,474 

$6,621 

$4,888 

$1,455 

$2,198 

$6,402 

$1,931 

$27,969 

FY  87 

$4,646 

$7,362 

$5, 344 

$1,480 

$2,276 

$6,581 

$2,064 

$29,753 

FY  88 

$5,035 

$8,203 

$5,734 

$1,650 

$2,652 

$7, 577 

$1,953 

$32,804 

FY  89 

$5,141 

$8,854 

$6,382 

$1,749 

$3,137 

$7,257 

$2, 186 

$34,706 

FY  9  0 

$5,593 

$9,620 

$7,243 

$1,818 

$3,029 

$9,409 

$2,442 

$39,154 

FY  91 

$7,054 

$11,096 

$8,614 

$1,909 

$3,552 

$8,961 

$2,744 

$43,930 

FY  92 

$7, 531 

$12,215 

$9,825 

$1,869 

$3,965 

$8,780 

$3,023 

$47,208 

FY  9  3 

S7,407 

$12,185 

$9,914 

$1,842 

$3,487 

$9,321 

$3,024 

$47, 180 

FY  94 

$7,542 

$12,403 

$10,624 

$1,956 

$4,032 

$7,868 

$3,060 

$47,485 

COMMODITY  FUTURES  TRADING  COMMISSION 
FTES  BY  DIVISION 
1984-1994 


FY 

DEA 

ENF 

T&M 

PRO 

CHR/COM 

OED 

OGC 

TOTAL 

FY  84 

97 

109 

105 

30 

35 

83 

33 

492 

FY  85 

97 

125 

104 

30 

36 

86 

34 

512 

FY  86 

95 

118 

93 

28 

36 

78 

32 

480 

FY  87 

94 

125 

96 

27 

38 

78 

33 

491 

FY  88 

97 

136 

98 

28 

40 

81 

30 

510 

FY  89 

94 

142 

104 

27 

44 

85 

33 

529 

FY  9  0 

94 

137 

110 

28 

41 

84 

33 

527 

FY  91 

101 

145 

119 

27 

41 

85 

33 

551 

FY  92 

105 

157 

133 

25 

47 

89 

36 

592 

FY  93 

97 

152 

128 

24 

42 

86 

33 

562 

FY  94 

96 

149 

130 

23 

42 

82 

32 

554 

i7 

DEA  =  .Division  of  Economic  Analysis 

T&M  =  Division  of  Trading  &  Markets 

ENF  =  Division  of  Enforcement 

PRO  =  Office  of  Proceedings 

CHR/COM  =  Offices  of  the  Chairman  and  the  Commissioners 

OED  =  Office  of  the  Executive  Director 

OGC  =  Office  of  the  General  Counsel  f 
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BUDGET  SHORTFALL 

Mr.  Durbin.  Based  on  fiscal  concerns  expressed  at  last  year's 
hearing,  CFTC  recommended  cuts  such  as  zeroing  out  employee 
awards  and  bonuses,  cutting  computer  research  services,  and  elimi- 
nating paid  transcription  services  for  advisory  committees.  What 
did  you  finally  do  to  reduce  the  impact  of  the  perceived  budget 
shortfall? 

Ms.  Holum.  The  Commission  conducted  an  across-the-board  re- 
view of  the  budget.  Perhaps  most  significant  and  of  greatest  impact 
was  a  year-long  hiring  freeze,  which  reduced  FTEs  from  592  in  FY 
92  to  562  in  FY  93.  Other  very  significant  reductions  included  de- 
ferring FY  94  obligations  for  ADP  systems  analysis  and  elimination 
of  subsidized  parking,  except  for  handicapped  employees.  Reduc- 
tions of  more  than  20  percent  were  made  in  commercial  mail  serv- 
ices, employee  training,  transcription  services,  office  supplies,  and 
on-line  legal  research.  Other  reductions  included  travel  at  16  per- 
cent and  subscriptions  and  periodicals  at  13  percent.  The  employ- 
ees of  CFTC  were  fully  apprised  of  the  severity  of  the  budget  situa- 
tion in  FY  1993 — with  their  help  we  met  the  challenge. 

DIRECT  COSTS 

Mr.  Durbin.  Please  provide  for  the  record  a  breakdown  of  what 
is  included  for  Other  (Direct)  and  Other  (Pro  rata)  for  the  Adminis- 
trative Management  and  Support  program.  What  accounts  for 
Other  (Direct)  increasing  by  over  $1  million? 

Ms.  Holum.  Other  (Direct)  includes  expenses  that  are  directly 
related  to  a  program's  mission  whereas  Other  (Pro  rata)  are  over- 
head expenses  that  each  program  shares  equally,  the  $1,000,000 
increase  was  in  the  line  item  "information  technology,"  specifically 
equipment  and  systems  analysis  work. 

The  FY  1995  budget  includes  $755,000  to  develop  a  PC-based 
system  to  replace  the  current  mainframe  architecture  now  in  use. 
The  PC-based  client/server  architecture  is  expected  to  result  in  re- 
duced future  mainframe  expenditures.  The  balance  of  the  increase 
results  mostly  from  restoring  our  systems  analysis  budget  to  histor- 
ical levels  after  reduction  in  FY  1994.  A  table  displaying  Other  (Di- 
rect) expenses  for  Administrative  Management  and  Support  will  be 
included  for  the  record. 

[The  information  follows:] 

Terminal  leave  $2,000 

Overtime 69,000 

Awards 79,000 

Travel 70,000 

Investigations  19,000 

Training  50,000 

Advertising  3,000 

Periodicals/books 349,000 

Information  technology  2,740,000 


Total  3,381,000 

RENTAL  PAYMENTS 

Mr.  Durbin.  Please  provide  for  the  record  a  sub-object  classifica- 
tion table  for  object  class  23.2,  Rental  Payment  to  Others,  for  fiscal 
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years  1994  and  1995.  Why  did  this  item  increase  by  over  $1  mil- 
lion? 

Ms.  HOLUM.  The  majority  of  the  increase  in  rental  payment  esti- 
mates occurred  at  our  Washington,  D.C.  headquarters  where  the 
current  lease  expires  in  June,  1995.  The  FY  1995  lease  estimate  is 
based  on  the  lease  agreement  which  provides  for  an  additional 
monthly  premium  charge — over  and  above  the  base  rent — for  occu- 
pancy beyond  the  termination  of  the  lease.  At  the  time  these  esti- 
mates were  developed  we  expected  we  may  vacate  as  late  as  Sep- 
tember, 1995.  I  will  provide  a  table  for  the  record. 

[The  information  follows:] 

RENTAL  PAYMENTS  TO  OTHERS 
[In  thousands  of  dollars] 

Location 

Washington— K  St 

Washington— L  St 

Chicago 

New  York 

Kansas  City  

Los  Angeles  

Minneapolis  

Total  5,881      7,056 

SERVICES 

Mr.  Durbin.  Please  provide  for  the  record  a  sub-object  classifica- 
tion table  for  object  class  25.0,  Other  Services,  for  fiscal  years  1994 
and  1995.  Why  did  this  item  increase  by  over  $700,000?  " 

Ms.  Holum.  The  major  portion  of  the  increase  is  for  systems 
analysis  and  programming.  The  Commission  has  a  large  on-going 
contract  for  service  and  the  annual  obligations  amount  varies  de- 
pending on  the  time  of  the  completion  of  task  orders.  Additional  in- 
formation will  be  provided  for  the  record. 

[The  information  follows:] 

OTHER  SERVICES 
[In  thousands  of  dollars] 

Fiscal  year- 
Item 


Fiscal  year— 

1994 

1995 

3,196 

4,074 

441 

459 

1,135 

1.285 

889 

967 

77 

79 

130 

179 

13 

13 

1994         1995 


Transcripts 283  287 

Investigations  41  25 

Other  legal  costs 43  44 

Training  205  244 

Maintenance  450  460 

Tenant  alternations  35  36 

Furniture  rehabilitation  2  2 

Health  services 47  48 

Systems  analysis/programming  0  622 

Interagency  agreements 80  83 

ADPETime  172  175 

Advertising/recruiting  2  3 

Miscellaneous  services 101  154 

Total,  other  services  1.461  2,183 


1994 

1995 

50 

72 

55 

57 

25 

25 

130 

887 

50 

50 

7 

13 
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EQUIPMENT  COSTS 

Mr.  Durbin.  Please  provide  for  the  record  a  sub-object  classifica- 
tion table  for  object  class  31.0  Equipment,  for  fiscal  years  1994  and 
1995.  Why  did  this  item  increase  by  over  $750,000  or  300  percent? 

Ms.  Holum.  The  major  portion  of  the  increase  is  for  implementa- 
tion of  a  personal  computer-based  client/server  architecture  to  re- 
place our  aging  mainframe  computer.  A  summary  will  be  provided 
for  the  record. 

[The  information  follows:] 

EQUIPMENT 

[In  thousands  of  dollars] 

Fiscal  year — 
Item 

Books  

Furniture  

Personal  computer  parts 

Equipment  

Software 

Carpets  

Total,  equipment 317      1.104 

COMPENSATION  EXPENSES 

Mr.  Durbin.  Please  provide  for  the  record  a  sub-object  classifica- 
tion table  for  object  class  11.5,  Other  Personnel  Compensation,  for 
fiscal  years  1994  and  1995.  Why  did  this  item  increase  by  over 
$573,000  or  over  400  percent? 

Ms.  Holum.  As  a  result  of  absorbing  the  January,  1994  locality 
pay  increases,  the  FY  1994  estimated  developed  in  January  did  not 
provide  for  employee  awards.  The  FY  1995  estimate  reflects  histori- 
cal levels  for  employee  awards.  Additional  information  will  be  pro- 
vided for  the  record. 

[The  information  follows:] 

OTHER  PERSONNEL  COMPENSATION 

[In  thousands  of  dollars] 

Fiscal  year — 
Item 

Terminal  leave 

Overtime  

Witness  fees 

Employee  awards— SAS,  Star,  suggest  

Employee  awards — performance  

Total,  other  personnel  comp 170        743 

BENEFITS 

Mr.  Durbin.  Please  explain  what  is  included  in  Benefits  for 
Former  Employees.  Why  is  it  steadily  increasing? 

Ms.  Holum.  The  amount  includes  estimates  for  reimbursement 
to  the  Department  of  Labor  for  unemployment  compensation.  In- 
creased projections  reflect  a  slight  increase  in  the  number  of  former 


1994 

1995 

70 

73 

75 

78 

10 

11 

166 

415 
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employees  who  are  now  unemployed.  Budget  estimates  are  based 
on  agency  experience. 

PERMANENT  POSITIONS 

Mr.  Durbin.  Please  provide  for  the  record  a  table  showing  per- 
manent positions  by  grade  and  staff-year  summary  in  headquarters 
and  field  for  fiscal  years  1993  through  1995. 

Ms.  Holum.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 
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PERMANENT  POSITIONS,  BY  GRADE,  BY  HEADQUARTERS/FIELD 
ESTIMATED  STAFF -YEAR  USAGE  FY  1993-1995 


HEADQUARTERS 

FIELD 

TOTAL 

FY93 

FY94 

FY9  5 

FY93 

FY94 

FY95 

FY93 

FY94 

FY95 

EX 

3 

5 

5 

0 

0 

0 

3 

4 

4 

SES 

19 

25 

25 

0 

0 

0 

19 

25 

25 

ALJ 

3 

2 

2 

0 

0 

0 

3 

2 

2 

15 

50 

51 

51 

10 

10 

10 

60 

61 

61 

14 

51 

51 

50 

18 

18 

18 

69 

69 

68 

13 

72 

69 

68 

53 

52 

51 

125 

121 

119 

12 

18 

17 

16 

77 

76 

75 

95 

93 

91 

11 

27 

25 

24 

7 

6 

6 

34 

31 

30 

9 

26 

23 

22 

4 

4 

4 

30 

27 

26 

8 

12 

13 

12 

0 

0 

0 

12 

13 

12 

7 

33 

31 

30 

16 

16 

16 

50 

47 

46 

6 

12 

11 

11 

19 

18 

18 

31 

29 

29 

5 

5 

5 

5 

12 

11 

11 

17 

16 

16 

4 

6 

6 

6 

5 

5 

5 

11 

11 

11 

3 

1 

1 

1 

0 

0 

0 

1 

1 

1 

WG 

3 

3 

3 

0 

0 

.0 

3 

3 

3 

SUM. 

341 

336 

329 

221 

216 

214 

562 

5  54 

545 
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ADVISORY  COMMITTEES 


Mr.  Durbin.  For  the  record,  please  provide  a  listing  of  all  the  ad- 
visory committees  that  were  used  during  fiscal  year  1993  and  any 
that  you  plan  to  use  during  FY  1994.  What  expenses  do  you  incur 
from  advisory  committees  for  those  years? 

Ms.  Holum.  The  CFTC  has  four  advisory  committees  which  will 
meet  during  FY  1994.  Due  to  the  fact  that  the  Commission  lacked 
a  full  complement  of  commissioners,  the  Advisory  Committee  on 
CFTC-State  Cooperation  did  not  meet  in  FY  1993.  The  cost  of  the 
committees  is  for  the  salaries  of  staff  support  of  the  CFTC.  There 
are  some  travel  expenses  associated  with  the  Advisory  Committee 
on  CFTC-State  Cooperation.  The  costs  of  these  committees  for  FY 
1993  and  FY  1994  will  be  provided  for  the  record. 

[The  information  follows:] 

Fiscal  year — 


1993  1994 


Advisory  Committee  on  CFTC-State  Cooperation  $5,300 

Agricultural  Advisory  Committee $9,610  10,960 

Financial  Products  Advisory  Committee 15,600  17,400 

Regulatory  Coordination  Advisory  Committee  15,375  17,775 

CONTRACTORS 

Mr.  Durbin.  We  are  all  aware  of  the  President's  goal  to  reduce 
the  Federal  Government  work  force  by  252,000  in  the  next  couple 
of  years.  But  I  am  concerned  that  we  just  don't  lay  off  government 
personnel  and  replace  them  with  contract  employees  and  not  really 
have  any  meaningful  savings.  Can  you  tell  me  how  many  Federal 
employees  may  have  been  replaced  by  contractors  in  each  of  the 
last  five  years. 

Ms.  Holum.  The  CFTC  has  not  contracted-out  any  functions  in 
the  last  five  years  that  were  previously  done  by  CFTC  employees. 

CONTRACTS 

Mr.  Durbin.  Please  provide  a  list  of  all  outside  contracts  the 
CFTC  had  in  fiscal  year  1993.  List  the  amount,  who  received  the 
contract,  and  the  purpose. 

Ms.  Holum.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 
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COMPUTER  HARDWARE,  SOFTWARE  AND  SERVICES 


i     46,455 

BOHDAN  ASSOCIATES 

82,212 

COMPUTER  ASSOCIATES 

48,594 

DELL  MARKETING  LP 

37,380 

DELL  MARKETING  LP 

158,213 

IBM  CORP. 

25,164 

VION  CORP. 

36,789 

AMERICAN  MANAGEMENT 

SYSTEMS 

35,466 

XEROX  CORP. 

115,000 

MEAD  DATA  CENTRAL 

38,980 

SAS  INSTITUTE 

82,133 

SYSTEM  RESOURCES  INC 

1,000,000 

CEXEC    * 

599,000 

WESTCO  AUTOMATED  SAL 

PURCHASE  OF  PORTABLE  COMPUTERS 
LEASE  OF  SOFTWARE 
PURCHASE  OF  PERSONAL  COMPUTERS 
PURCHASE  OF  PERSONAL  COMPUTERS 
LEASE  OF  OPERATING  SYSTEM  SOFTWARE 
MAINTENANCE  ON  MAINFRAME  DISK  DRIVES 
FINANCIAL  MANAGEMENT  SYSTEM 

SUPPORT 
MAINTENANCE  ON  PRINTERS 
LEXIS  LEGAL  RESEARCH 
LEASE  OF  SOFTWARE 
MAINTENANCE  OF  MAINFRAME  CPU  AND 

SOFTWARE 
SYSTEM  DEVELOPMENT  SERVICES 
PURCHASE  OF  PERSONAL  COMPUTERS 
AND  NETWORK  FILE  SERVERS 


110,362  AT&T 

72,456  EASTMAN  KODAK 

49,286  EASTMAN  KODAK 

70,500  EASTMAN  KODAK 

36,335  TAB  PRODUCTS 

32,015  TAB  PRODUCTS 


FURNITURE  AND  EQUIPMENT 

COMMUNICATION  SYSTEM 
COPIER  MAINTENANCE 
COPIER  MAINTENANCE 
PURCHASE  OF  COPIERS 
MODULAR  FURNITURE  -  DC 
MODULAR  FURNITURE  -  LA 


SERVICES 
127,000  AMERICAN  REPORTERS  COURT  REPORTING  SERVICE 

63,228  KNIGHT  RIDDER  FINANCIAL  WIRE  SERVICE 

37,219  KNIGHT  RIDDER  FINANCIAL  WIRE  SERVICE 

67,900  CHESAPEAKE  &  POTOMAC  TELEPHONE  LINE  SERVICE 


59,214 


UTILITIES 


COMMONWEALTH  EDISON 


ELECTRIC  UTILITY 


SPACE 

302,815  JBG  ROCK  ASSOCIATES 

70,800  JC  NICHOLS 

997,968  MIGLIN  BEITLER  MANAGEMENT 

777,448  PORT  AUTHORITY  OF  NY  &  NJ 

3.087.854  QUADRANGLE  DEVELOPMENT 

201,625  TISHMAN  WEST 


OFFICE  SPACE  RENTAL 
OFFICE  SPACE  RENTAL 
OFFICE  SPACE  RENTAL 
OFFICE  SPACE  RENTAL 
OFFICE  SPACE  RENTAL 
OFFICE  SPACE  RENTAL 


These  contracts  are  tor  multiple  tasks. 
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EXCELLENCE  2000 

Mr.  DURBIN.  Please  update  the  Subcommittee  on  the  "Excellence 
2000"  self-study.  Has  that  study  produced  any  recommendations  to 
date?  Have  you  implemented  any  of  these  recommendations  to 
date? 

Ms.  HOLUM.  In  the  fall  of  1991,  the  CFTC  launched  Excellence 
2000,  an  agency  self-study  on  ways  to  enhance  the  Agency's  overall 
regulatory  effectiveness  and  to  reduce  unnecessary  and  burden- 
some regulation.  Excellence  2000  included  a  thorough  review  of  is- 
sues relating  to  the  Commission's  internal  procedures,  as  well  as 
a  review  of  its  regulations  to  identify  those  rules  which  were  re- 
dundant, which  had  been  superseded,  or  which  were  otherwise  un- 
necessary. The  Commission  used  both  internal  committees  and  out- 
side sources  as  well.  In  this  regard,  the  CFTC  invited  the  ex- 
changes, financial  institutions,  brokerage  firms,  law  firms,  and  in- 
dividuals, both  foreign  and  domestic,  to  provide  suggestions  for  Ex- 
cellence 2000  programs. 

Excellence  2000  resulted  in  a  number  of  significant,  completed 
initiatives,  including:  streamlining  new  contract  approval  proce- 
dures by  revising  Guideline  No.  1;  amendment  of  Rule  4.7  to 
amend  disclosure  requirements  for  certain  CPOs  and  CTAs;  ap- 
proval of  exchange  "position  accountability  rules"  in  lieu  of  specula- 
tive position  limits  in  certain  contract  markets;  expanding  the 
availability  of  foreign  option  products;  expansion  of  cross-margining 
programs;  expediting  registration;  several  initiatives  to  reduce  un- 
necessary paperwork;  and  streamlining  the  rule  review  process. 

Many  of  these  initiatives  were  quite  significant.  They  are  de- 
tailed in  the  report  to  the  President  on  the  Regulatory  Reform  Ini- 
tiative, dated  April  1992  and  August  1992.  Those  projects,  which 
were  studied  as  part  of  Excellence  2000  but  were  not  completed  as 
of  August  1992,  are  being  examined  in  the  context  of  the  objectives 
of  the  National  Performance  Review. 

[Clerk's  note. — Due  to  the  reports'  length,  they  will  be  retained 
by  the  Committee.] 

SINGLE  REGULATOR 

Mr.  Durbin.  Last  year,  I  asked  Dr.  Albrecht  if  the  Commission 
had  reviewed  the  proposal  by  John  Sandner,  Chairman  of  the  Chi- 
cago Mercantile  Exchange,  that  called  for  sweeping  reorganization 
of  the  way  the  Nation's  futures  and  securities  market  and  other  fi- 
nancial institutions  are  regulated.  He  raised  some  interesting 
points  about  the  need  to  modernize  the  financial  regulatory  system. 
Have  you  had  a  chance  to  review  this  proposal?  Please  discuss 
changes  you  feel  need  to  be  made?  Do  you  believe  that  some  of  our 
exchange  markets  need  to  merge?  Do  you  believe  that  all  or  some 
regulatory  agencies  should  be  merged? 

Ms.  HOLUM.  As  I  understand  it,  Mr.  Sandner  has  proposed  merg- 
ing seven  regulatory  agencies,  plus  certain  regulatory  responsibil- 
ities of  the  Federal  Reserve  Board  and  the  Labor  Department,  into 
a  single  cabinet-level  Federal  Financial  Regulatory  Service.  It  is  ar- 
gued that  the  proposal  would  result  in  better  coordination  of  poli- 
cies across  financial  products,  services  and  markets.  Proponents 
claim  it  would  provide  a  level  playing  field  for  equivalent  products 
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where  economic  competition,  rather  than  jurisdictional  quirks  be- 
tween Federal  regulators  dating  back  to  the  1930's,  would  deter- 
mine success  in  the  marketplace. 

At  the  request  of  the  Conference  Committee  considering  the  Fu- 
tures Trading  Practices  Act  of  1992,  the  Commission  analyzed  the 
need  for  a  single  regulatory  for  futures,  options,  swaps,  derivative 
products  and  securities  in  its  recent  report,  OTC  Derivative  Mar- 
kets and  Their  Regulation.  The  report  focused  on  a  merger  between 
the  SEC  and  the  CFTC,  and  concluded  that  it  is  unlikely  that  the 
anticipated  benefits  of  a  single  regulatory  would  outweigh  the  an- 
ticipated costs.  The  report  stated  that  the  cross-market  concerns 
that  lie  at  the  heart  of  any  plan  to  create  a  single  regulator  for  fi- 
nancial products  could  best  be  addressed,  at  the  present  time,  by 
the  establishment  of  an  interagency  council  consisting  of  the  SEC, 
CFTC  and  bank  regulators.  This  council  would  supplement  the 
agencies'  current  efforts  at  cooperation,  information  sharing  and 
harmonization  of  regulatory  efforts. 

The  report  offered  the  Working  Group  on  Financial  Markets  es- 
tablished in  March  1988  as  an  example  of  the  type  of  interagency 
council  that  it  envisioned.  The  Working  Group  is  composed  of  the 
Secretary  of  the  Treasury,  who  acts  as  Chairman,  the  Chairman  of 
the  CFTC,  the  Chairman  of  the  SEC,  and  the  Chairman  of  the 
Board  of  Governors  of  the  Federal  System.  Consistent  with  the 
C  FTC's  recommendation,  on  January  3,  1994,  Secretary  of  the 
Treasury  Lloyd  Bentsen  wrote  to  the  heads  of  the  CFTC,  SEC,  and 
the  Federal  Reserve  Board  requesting  that  the  Working  Group  con- 
sider the  issues  raised  by  the  growth  of  the  OTC  derivatives  mar- 
ket. 

1993  FLOODING 

Mr.  Durbin.  Have  you  done  any  analysis  of  the  effects  of  the 
Midwest  floods  on  the  markets?  What  did  it  do  to  the  markets  last 
year?  What  impact  will  the  floods  have  on  this  year's  markets? 

Ms.  Holum.  The  Commission  interesified  its  surveillance  of  the 
grain  and  soybean  markets  both  during  and  after  the  period  of 
heavy  rains  and  flooding.  In  this  context,  we  have  reviewed  the  im- 
pact on  these  markets  of  the  historic  summer  1993  rains  and  flood- 
ing. The  immediate  effect  was  to  cause  considerable  market  uncer- 
tainty. The  ultimate  effect  was  to  considerably  reduce  the  size  of 
the  grain  and  soybean  crops.  Prices  in  these  markets  increased 
sharply  and  rationed  demand  for  the  lessened  supply.  Price  vola- 
tility also  increased  sharply,  in  response  to  the  rapidly  changing 
market  fundamentals  and  the  increased  uncertainty  about  crop 
conditions. 

As  a  result  of  the  heavy  rains  and  flooding,  between  early  sum- 
mer and  late  fall  the  USDA  estimate  of  wheat  production  was  re- 
duced by  179  million  bushels,  the  estimate  of  soybean  production 
was  reduced  by  141  million  bushels,  and  the  estimate  of  corn  pro- 
duction was  reduced  by  almost  1  billion  bushels.  Estimates  of  sea- 
son-ending stocks  of  these  crops  were  also  sharply  reduced.  The 
soybean  stocks  at  the  end  of  the  1993-94  marketing  year  are  now 
estimated  to  be  the  lowest  since  the  drought  year  of  1988,  while 
the  ending  stocks  of  corn  will  be  the  lowest  since  the  1975-76  crop. 
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The  flooding  of  1993  has,  up  to  this  point,  not  caused  any  signifi- 
cant problems  with  futures  contract  liquidations  in  the  gain  and 
soybean  markets.  However,  the  low  stock  levels  for  these  crops  may 
create  the  potential  for  tight  liquidations  of  futures  contracts  dur- 
ing the  spring  and  summer  of  1994.  The  Commission  will  be  mon- 
itoring these  liquidations  very  closely.  The  higher  prices  that  have 
resulted  from  the  lower  stock  levels  may  encourage  farmers  to  in- 
crease their  planting  of  these  crops,  and  this  may,  if  weather  per- 
mits, result  in  large  crops  in  1994. 

REORGANIZATION 

Mr.  Durbin.  Last  year  Dr.  Albrecht  stated  that  the  Division  of 
Trading  and  Markets  will  be  reorganized  into  two  new  divisions. 
Please  describe  for  us  exactly  how  that  is  working. 

Mr.  Holum.  Former  Chairman  Gramm  had  proposed  and  the 
Commission  approved  a  reorganization  of  the  Division  of  Trading 
and  Markets  into  two  new  divisions,  Market  Review  and  Develop- 
ment, and  Financial  and  Intermediary  Affairs.  The  implementation 
of  the  Commission's  decision  is  pending  the  confirmation  of  a  per- 
manent chairman  for  CFTC. 

FBI  INVESTIGATION 

Mr.  Durbin.  Back  in  1989,  the  Commission  was  heavily  involved 
in  a  joint  investigation  with  the  FBI  related  to  fraud  in  some  of  the 
Chicago  markets.  Can  you  tell  us  if  all  activity  related  to  that  have 
been  resolved  or  are  some  cases  still  pending? 

Mr.  Holum.  Forty-eight  persons  were  indicted  as  a  result  of  the 
Commission's  cooperative  investigation  with  the  Federal  Bureau  of 
Investigation  and  the  U.S.  Attorney's  Office  in  Chicago  into  alleged 
trade  practice  abuses  on  the  floors  of  the  two  largest  Chicago  ex- 
changes. Forty-six  of  the  48  persons  indicted  were  found  guilty, 
plead  guilty,  or  plead  no  contest.  The  remaining  two  defendants 
were  found  not  guilty  of  all  charges.  The  criminal  prosecutions 
have  been  completed. 

In  addition,  the  Commission  brought  separate  administrative  ac- 
tions against  all  46  persons  who  were  convicted.  Of  those  46  cases, 
17  are  still  pending.  In  FY  1993,  the  Commission  also  filed  sepa- 
rate notices  of  intent  to  deny  the  applications  for  registration  as 
floor  traders  of  seven  individuals  who  previously  were  convicted  of 
one  or  more  felonies  resulting  from  the  joint  investigation.  Of  those 
cases,  six  are  still  pending. 

INTRODUCING  BROKERS 

Mr.  Durbin.  For  the  record,  please  provide  a  table  showing  the 
number  of  registered  introducing  brokers  since  1984  and  the  break- 
down between  the  number  of  independent  introducing  brokers  and 
the  number  of  guaranteed  introducing  brokers  for  each  year. 

Mr.  Holum.  I  will  provide  the  information  for  the  record. 

[The  information  follows:] 

We  have  prepared  a  table  for  the  record  showing  the  number  of  registered  intro- 
ducing brokers  as  of  the  end  of  each  fiscal  year  since  1984,  separately  by  independ- 
ent introducing  brokers  and  guaranteed  introducing  brokers.  Since  1987,  applicants 
for  registration  as  guaranteed  introducing  brokers  with  no  self-declared  derogatory 
information  on  their  registration  application  have  been  eligible  for  a  temporary  li- 
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cense  while  the  full  fitness  checks  are  conducted,  and  such  firms  are  included  in 
the  IBG  column.  Historically,  at  least  two-thirds  of  all  introducing  brokers  have 
been  IBGs,  and  the  percentage  has  at  times  exceeded  80  percent. 


Year 


IBGs  (includes  TLs) 


IBIs 


Total 


1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 


365 

94 

459 

746 

245 

991 

975 

272 

1,247 

1,213 

304 

1,517 

1.347 

326 

1,673 

1,417 

357 

1,774 

1,231 

564 

1.795 

1,150 

477 

1.627 

1,197 

379 

1,486 

1,034 

376 

1,410 

NATIONAL  FUTURES  ASSOCIATION  ACTIONS 

Mr.  Durbin.  For  the  record,  please  provide  a  table  showing  infor- 
mation on  sales  practice  and  financial-related  disciplinary  actions 
taken  by  the  National  Futures  Association  during  calendar  year 
1993.  Include  on  that  table  the  number  of  complaints  issued  di- 
vided between  sales  practice  and  financial  cases. 

Ms.  Holum.  During  1993,  the  National  Futures  Association — 
NFA — issued  a  total  of  27  complaints  against  67  individuals  or 
firms  involving  sales  practice  and  financial-related  matters.  Deci- 
sions were  rendered  in  16  cases,  resulting  in  a  total  of  $1,420,000 
in  fines,  5,475  days  of  temporary  bars,  permanent  bars  of  eight 
members,  and  the  expulsion  of  two  members.  In  addition,  the  NFA 
restricted  certain  activities  and  the  registration  of  individuals  and 
firms  and  prohibited  members  from  supervising  other  employees. 
An  additional  chart  detailing  the  NFA's  actions  will  be  provided  for 
the  record. 

[The  information  follows:] 

1993  actions  Sales  practice  Financial 

No.  of  complaints  issued  14  13 

No.  of  individuals  and  or  firms  named 43  24 

No  of  decisions  rendered  13  3 

Fine  amounts $1,410,000  $10,000 

Suspensions/temporary  bars  (Days) ? 5,475  0 

Barred  from  NFA  membership 8  0 

Expelled  2  0 

Other  actions 2  1 


FIRM  FAILURES 

Mr.  Durbin.  How  many  firms  trading  in  the  futures  and  options 
market  failed  during  the  past  year? 
Ms.  Holum.  There  were  no  such  failures  during  the  past  year. 

AUDIT 

Mr.  Durbin.  The  Chicago  Board  of  Trade  and  the  Chicago  Mer- 
cantile Exchange  have  been  testing  AUDIT,  a  prototype  hand-held 
electronic  trading  card.  Dr.  Albrecht  stated  that  AUDIT  would  be 
available  to  floor  traders  by  the  end  of  1993  and  floor  brokers  by 
the  end  of  1994.  Please  update  us  on  your  activities.  How  will 
AUDIT  reduce  the  incidence  of  fraud  on  the  floor  of  exchanges? 
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Ms.  HOLUM.  Dr.  Albrecht's  responses  to  your  questions  last  year 
were  based  on  representations  made  to  the  Commission  by  the  ex- 
changes. The  exchanges  have  altered  their  estimations  since  our 
testimony  before  you  last  year.  Commission  staff  have  been  follow- 
ing closely  the  development  and  testing  of  the  AUDIT  hand-held 
terminals  by,  among  other  things,  the  periodic  observation  of  on- 
site  demonstrations  at  the  Chicago  exchanges. 

The  progress  of  AUDIT  is  critically  important,  given  the  audit 
trail  goals  set  by  the  FTPA  of  1992  and  the  linkage  of  the  dual 
trading  exemption  to  improved  audit  trails. 

We  understand  that  each  exchange  will  be  receiving  for  testing, 
in  about  a  month,  approximately  100  terminals  for  final  pre-launch 
evaluation.  The  Chicago  Board  of  Trade  currently  anticipates  this 
testing  to  take  about  four  months  and  the  Chicago  Mercantile  Ex- 
change estimates  testing  for  six  months.  We  are  advised  that  the 
exchanges  then  plan  to  begin  incremental  deployment  of  the  units 
for  floor  traders  in  mid  to  late  1995,  and  for  floor  brokers  some 
time  after  the  foregoing  process  is  complete.  Inasmuch  as  imple- 
mentation of  AUDIT  has  been  postponed  several  times,  the  Com- 
mission has  concerns  about  the  likelihood  that  the  exchanges  will 
meet  the  currently  stated  implementation  dates  established  by  the 
FTPA. 

AUDIT  should  reduce  the  incidence  of  fraud  on  the  floors  of  ex- 
changes by  providing  an  unalterable,  independent,  and  precise 
means  of  sequencing  trades  and  by  identifying,  among  other  things, 
the  participants  and  time  of  execution  for  each  trade. 

AUDIT 

Mr.  DURBIN.  You  mentioned  that  AUDIT  had  been  postponed 
several  times.  Do  you  know  the  reasons  for  the  delay? 

Ms.  Holum.  The  Chicago  Board  of  Trade  and  the  Chicago  Mer- 
cantile Exchange  represent  that  the  AUDIT  project  includes  speci- 
fications which  require  the  development  of  custom  designed 
softward  and  hardware  that  are  not  available  "off-the-shelf."  The 
exchanges  have  represented  that,  given  the  nature  of  the  AUDIT 
project,  it  is  not  unusual  for  the  implementation  schedule  to 
change. 

Mr.  Durbin.  What  are  the  time  frames  established  in  the  FTPA? 
Please  provide  for  the  record  a  copy  of  the  section  of  the  law  that 
sets  out  the  time  frames. 

Ms.  Holum.  Section  5a(bX3)  of  the  FTPA  includes  new  audit 
trail  requirements  which  must  be  satisfied,  to  the  extent  the  Com- 
mission determines  is  practicable,  by  October  28,  1995.  In  sum, 
these  requirements  call  for  unalterable,  independent  and  precise 
means  of  sequencing  trades  without  expressly  requiring  that  this 
be  accomplished  through  electronic  means.  The  exchanges  must 
demonstrate  ongoing  "affirmative  good  faith  efforts"  to  satisfy  these 
requirements  in  a  timely  manner.  , 

[The  information  follows:] 


523 


1598  Commodity  Exchange  Act  472    2-94 

Any  member  prohibited  from  voting  on  a  rule  pursuant  to  this  paragraph  shall  not  be 
included  in  determining  whether  there  has  been  a  two-thirds  vote  of  members  of  the 
governing  board  or  committee  as  required  by  subparagraph  (12). 

(B)  For  the  purposes  of  this  paragraph,  the  term  "significant  action  that  would  not  be 
submitted  to  the  Commission  for  its  prior  approval"  includes — 

(i)  any  nonphysical  emergency  rule;  or 

(ii)  any  changes  in  margin  levels  designed  to  respond  to  extraordinary  market 
conditions  that  are  likely  to  have  a  substantial  affect  on  prices  in  any  contract  traded  on 
such  contract  market,  but  does  not  include  any  rule  not  submitted  for  prior  Commission 
approval  because  such  rule  is  unrelated  to  terms  and  conditions  of  any  contract  traded 
on  such  contract  market. 

(C)  Notwithstanding  the  provisions  of  subparagraph  (AX"),  the  Commission  shall  issue 
rules  establishing  the  conditions  under  which  a  member  of  a  board  or  committee  who  is 
required  to  abstain  from  voting  on  a  significant  action,  as  provided  in  subparagraph  (AX»), 
may  participate  in  deliberations  on  that  action  prior  to  such  vote,  where  the  member's 
participation  is  consistent  with  the  public  interest.  [As  added  by  Act  of  October  28,  1992 
(Futures  Trading  Practices  Act  of  1992),  effective  October  28,  1992,  Sec.  217,  PL.  102-546, 
106 Stat.  3590,3611-3612] 

.01  1992  amendment. — For  historical  com- 
ment on  amendments  made  by  the  Futures  Trad- 
ing Practices  Act  of  1992,  see  f  6531.001. 

111230]  [Audit  Trails] 

(bXl)  Each  contract  market  shall  maintain  and  utilize  a  system  to  monitor  trading  to 
detect  and  deter  violations  of  the  contract  market's  rules  and  regulations  committed  in  the 
making  of  trades  and  the  execution  of  customer  orders  on  the  floor  or  subject  to  the  rules  of 
such  contract  market.  The  system  shall  include — 

(A)  physical  observation  of  trading  areas; 

(B)  audit  trail  and  recordkeeping  systems  able  to  capture  essential  data  on  the 
terms,  participants,  and  sequence  of  transactions  (including  relevant  data  on  unmatched 
trades  and  out-trades); 

(C)  systems  capable  of  reviewing,  and  used  to  review,  data  on  trades  effectively  on  a 
regular  basis  to  detect  violations  committed  in  making  trades  and  executing  customer 
orders  on  the  floor  or  subject  to  the  rules  of  such  contract  market,  including — 

(i)  all  types  of  violations  attributable  to  dual  trading;  and 
(ii)  to  the  full  extent  feasible,  as  determined  by  the  Commission,  all  other  types 
of  violations  involving  the  making  of  trades  and  the  execution  of  customer  orders; 

(D)  the  use  of  information  gathered  through  such  system  on  a  consistent  basis  to 
bring  appropriate  disciplinary  actions  against  violators; 

(E)  the  commitment  of  resources  to  such  system  necessary  for  such  system  to  be 
effective  in  detecting  and  deterring  such  violations,  including  adequate  staff  to  develop 
and  prosecute  disciplinary  actions;  and 

(F)  the  assessment  of  meaningful  penalties  against  violators  and  the  referral  of 
appropriate  cases  to  the  Commission. 

(2)  The  audit  trail  system  of  the  contract  market  shall,  consistent  with  Commission 
regulations,  accurately  record — 

(A)  the  times  of  trades  in  increments  of  no  more  than  one  minute  in  length;  and 

(B)  the  sequence  of  trades  for  each  floor  trader  and  broker. 

(3)  Beginning  three  years  after  the  date  of  enactment  of  this  subsection,  the  audit  trail 
system  of  each  contract  market,  except  as  provided  in  paragraph  (5)  and  except  to  the  extent 
the  Commission  determines  that  circumstances  beyond  the  control  of  the  contract  market 
prevent  compliance  despite  the  contract  market's  affirmative  good  faith  efforts  to  comply, 
shall— 

(A)  for  all  trades,  record  accurately  and  promptly  the  essential  data  on  terms, 
participants,  and  times  as  required  by  the  Commission  by  rule,  including  the  time  of 
execution  of  such  trade,  through  a  means  that — 

1J1230      SeC.  5a  ©1994,  Commerce  Clearing  House,  Inc. 


524 


472    2-94  Audit  Trails—  §  5a  1599 

(i)  records  such  data  in  a  form  which  cannot  be  altered  except  in  a  manner  that 
will  leave  a  complete  and  independent  record  of  such  alteration; 

(ii)  continually  provides  such  data  to  the  contract  market; 

(iii)  identifies  such  time,  to  the  extent  practicable  as  determined  by  the 
Commission — 

(I)  independently  of  the  person  making  the  trade; 

(II)  through  a  mechanism  that  records  the  time  automatically  when 
entered  by  the  person  making  the  trade;  or 

(III)  through  such  other  means  that  will  capture  a  similarly  reliable  time; 
and 

(iv)  is  adequately  precise  to  determine,  to  the  extent  practicable  as  determined 
by  the  Commission  by  rule  or  order — 

(I)  the  sequence  of  all  trades  by  each  floor  trader;  and 

(II)  the  sequence  of  all  trades  by  each  floor  broker;  and 

(B)  to  the  extent  practicable  as  determined  by  the  Commission  by  rule  or  order,  for 
customer  trades,  record  the  time  that  each  order  is  received  on  the  floor  of  the  board  of 
trade,  is  received  by  the  floor  broker  for  execution  (or  when  such  order  is  transmitted  in 
an  extremely  rapid  manner  to  the  broker),  and  is  reported  from  the  floor  of  the  board  of 
trade  as  executed,  through  a  means  that — 

(i)  records  such  times  in  a  form  which  cannot  be  altered  except  in  a  manner 
that  will  leave  a  complete  and  independent  record  of  such  alteration; 
(ii)  continually  provides  such  data  to  the  contract  market; 
(iii)  identifies  such  time — 

(I)  independently  of  the  person  making  the  trade  or  processing  the  order; 

(II)  through  a  mechanism  that  records  the  time  automatically  when 
entered  by  the  person  making  the  trade  or  processing  such  order,  as  appropri- 
ate; or 

(III)  through  such  other  means  as  will  capture  a  similarly  reliable  time; 
and 

(iv)  is  adequately  precise  to  determine — 

(I)  the  sequence  in  which,  for  each  futures  commission  merchant,  floor 
broker,  or  member  firm,  as  applicable,  all  orders  are  received  on  and  reported 
from  the  floor  of  the  contract  market;  and 

(II)  the  sequence  in  which  orders  are  received  by  each  floor  broker  for 
execution. 

(4)  The  Commission  may,  by  rule,  establish  standards  under  which  the  audit  trail 
systems  required  under  paragraph  (3)  shall  record,  to  the  extent  practicable — 

(A)  the  sequence  of  all  trades  made  by  all  floor  traders  and  floor  brokers;  and 

(B)  the  interval  between  the  time  of  receipt  and  the  time  of  execution  of  each  order 
by  the  floor  broker  executing  the  order. 

(5XA)  The  Commission  shall,  by  rule  or  order,  make  exemptions  from  the  requirements 
of  paragraph  (3) — 

(i)  for  an  exchange  with  respect  to  which  the  Commission  finds  that — 

(I)  the  volume  of  trading  on  such  exchange  is  relatively  small  and  the 
exchange  has  demonstrated  substantial  compliance  with  the  objectives  of  such 
paragraph;  and 

(II)  the  trade  monitoring  system  at  such  exchange  otherwise  maintains  a 
high  level  of  compliance  with  this  subsection;  and 

(ii)  to  the  extent  determined  appropriate  by  the  Commission,  for  categories  of 
customer  orders  with  respect  to  which  the  Commission  finds  that  such  orders  are 
transmitted  to  and  reported  from  the  trading  pit  in  an  extremely  rapid  manner  such 
that  substantial  compliance  with  the  objectives  of  paragraph  (3)  can  be  otherwise 
achieved. 
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Mr.  Durbin.  What  happens  if  an  exchange  does  not  meet  the 
deadline? 

Ms.  Holum.  The  Commission  intends  to  address  the  status  of  the 
exchanges'  efforts  to  meet  the  1995  FTPA  requirements  in  the 
statutorily-required  status  report  due  October  28,  1994  and  take 
appropriate  action  at  that  time  if  necessary. 

Mr.  Durbin.  Thank  you.  Mr.  Skeen. 

CATTLE  FUTURES 

Mr.  Skeen.  Thank  you,  Mr.  Chairman,  and  Ms.  Holum  and 
group.  I  am  delighted  to  be  here  this  morning. 

We  have  had  a  lot  of  talk  here  lately  about  cattle  futures.  This 
is  not  an  investigative  committee  and  I  do  not  want  to  characterize 
it  as  that.  But, — I  would  like  to  get  a  gauge  on  the  depth  of  over- 
sight responsibility  that  you  have  and  so  forth.  Give  me  some  idea, 
first  of  all,  how  the  futures  market  works  on  long  and  short  trades. 

Ms.  Holum.  Mr.  Mielke,  would  you 

Mr.  Skeen.  Does  he  know  everything  about  long  and  short 
trades?  [Laughter.] 

Ms.  Holum.  I  think  he — he  looks  at  them  every  day. 

Mr.  Skeen.  He  does.  He  looks  right 

Mr.  Mielke.  If  not,  I  know  who  does.  Basically,  a  long  position 
in  futures  is  a  position  that  appreciates  in  value  as  prices  go  up. 
So  a  speculator  would  go  long  if  he  or  she  believed  commodity 
prices  were  going  to  rise.  A  hedger  would  go  long  if  the  rise  in  com- 
modity prices  would  be  detrimental  to  the  cash  position  of  the 
hedger.  For  example,  if  he  had  made  a  sale  at  a  fixed  price  and 
had  not  purchased  the  underlying  commodity,  a  long  hedge  is  a 
temporary  substitute  for  that  cash  purchase. 

Shorts  are  just  the  opposite.  A  short  position  appreciates  in  value 
if  prices  decline.  So  a  speculator  goes  short  when  he  or  she  thinks 
prices  are  going  to  fall.  A  hedger  will  go  short  in  anticipation  that 
falling  prices  would  be  detrimental  to  the  inventory  of  commodity 
held. 

Mr.  Skeen.  If  I  understand  what  you  are  saying,  it  is  a  very 
volatile  situation 

Mr.  Mielke.  Yes. 

Mr.  Skeen  [continuing].  As  far  as  market  trading  is  concerned, 
is  it  not? 

Mr.  Mielke.  Futures  markets  can  be  very  volatile.  And  since  fu- 
tures traditionally  are  traded  on  margin,  the  impact  of  that  vola- 
tility, the  profit  or  loss  of  the  individual  trader,  is  magnified. 

Mr.  Skeen.  It  would  not  be  unusual  then  for  some  person  to  in- 
vest a  small  amount  of  money  and  make  a  very  substantial  gain 
in  a  short  period  of  time,  is  that  not  correct? 

Mr.  Mielke.  That  can  happen  depending  on  the  volatility  of  the 
underlying  market. 

Mr.  Skeen.  Would  anything  arouse  the  interest  of  the  Commod- 
ity Futures  Trading  Commission  about  any  irregularities  about  a 
trade  of  this  kind? 

Mr.  MlELKE.  We  look  at  positions  if  there  is  a  perceived  threat 
of  manipulation.  We  look  at  large  trader  positions  if  we  think  spec- 
ulative position  limits  may  be  violated  or  if  we  see  potential  viola- 
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tions  of  the  Commodity  Exchange  Act.  We  are  not  concerned  if  peo- 
ple make  or  lose  money  trading  honestly. 

SUITABILITY  RULES 

Mr.  Skeen.  First,  let  me  give  you  an  example.  Suppose  I  called 
a  futures  commission  merchant  to  open  an  account.  What  would 
the  broker  want  to  know  about  me  prior  to  opening  the  account  as 
far  as  background  is  concerned?  Would  they  want  to  know  about 
my  annual  income,  net  worth,  or  a  financial  statement  of  some 
kind? 

Mr.  MlELKE.  I  am  probably  not  the  best  expert  on  that  aspect. 
I  think  there  is  a  wide  variance  of  practice  among  brokerage  firms, 
particularly  over  history.  Typically,  they  will  want  to  know  some- 
thing about  a  person's  net  worth  and  a  person's  capacity  to  meet 
margin  calls  should  the  position  move  against  them.  That  is  where 
the  net  worth  comes  in.  And  they  have  to  make  certain  disclosures 
to  that  person  about  the  risks  involved.  Those  are  mandated  by  the 
Commodity  Exchange  Act.  Now  some  firms  have  much  higher 
qualifications  for  customers  than  others,  depending  upon  the  type 
of  clientele  that  they  are  pursuing. 

Mr.  Skeen.  Well,  are  there  any  suitability  rules  in  the  futures 
industry? 

Mr.  MlELKE.  I  think  I  will  turn  that  one  over  to  Andrea,  if  I  may. 

Mr.  Skeen.  And  how  often  do  you  check  on  whether  a  broker  is 
applying  the  rules  and  the  investigations  in  so  far  as  net  worth  and 
things  of  that  kind?  Give  me  some  idea  just  how  much  in  depth  you 
go?  That  is  what  I  am  trying  to  reach  at. 

Ms.  Corcoran.  Well 

Mr.  Skeen.  Because,  I  think  there  is  a  feeling  that  this  is  totally 
unregulated.  This  is  a  wild  card  game,  and  all  you  have  got  to  do 
is  throw  a  little  money  in  it  and  you  can  make  a  fortune  or  you 
can  lose  a  fortune.  And  I  know  from  my  own  trades  over  there,  I 
have  lost  money.  I  have  never  made  a  whole  lot.  I  have  tried  to 
hedge  cattle  futures,  things  of  that  kind.  But,  I  think  that  the  gen- 
eral public  has  a  very  limited  understanding  of  just  what  it  is.  But, 
I  want  to  understand  how  far  the  Commission  goes  as  far  as  en- 
forcement. 

KNOW  YOUR  CUSTOMER  RULE 

Ms.  Corcoran.  Well,  since  about,  I  would  say  1987  or  so,  the 
National  Futures  Association  has  had  a  rule — which  is  a  "know 
your  customer  rule" — which  is  intended  to  be  effectively  the  futures 
side  equivalent  of  the  suitability  rule  which 

Mr.  Skeen.  Suitability  rules? 

Ms.  Corcoran  [continuing].  Which  exist  on  the  securities  side 
relative  to  recommendations,  for  particular  investments,  and  for 
particular  customers.  And  it  is  contemplated  that  firms  in  address- 
ing compliance  with  the  NFA  rule  will  look  at  the  financial  capac- 
ity and  sophistication  of  customers  for  whom  they  are  recommend- 
ing futures  trading.  But  that  is  a  recent  evolution  in  futures  trad- 
ing. It  was  not  something 

Mr.  Skeen.  How  many  years? 
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Ms.  Corcoran.  I  would  say  it  is  certainly  subsequent  to  the 
NFA,  and  I  believe  it  is  within  the  last  five  or  six  years  that  this 
rule  has  been  in  place. 

Mr.  Skeen.  But,  you  do  check  the  suitability — or  you  do  enforce 
the  suitability  rule? 

Ms.  Corcoran.  We  then  enforce  those  rules.  In  the  first  in- 
stance, they  are  enforced  by  NFA,  who  is  the  self-regulator  who  is 
responsible  for  sales  practice  audits;  and  in  the  second  instance, 
those  activities  of  the  NFA  are  overseen  by  the  Commission.  And, 
of  course,  in  addition  to  an  examination  program  and  an  oversight 
program,  there  is  also  our  enforcement  program  which  deals  with 
complaints  where  customers  have  experienced  difficulties  with  high 
pressure  sales  tactics,  for  example.  And  under  those  circumstances, 
the  Commission  brings  its  own  actions. 

Mr.  Skeen.  In  the  case  of  a  public  customer,  does  a  broker  nor- 
mally assume  the  credit  risk  for  their  customers?  Who  is  respon- 
sible? 

Ms.  Corcoran.  Well,  yes,  the  broker 

Mr.  Skeen.  The  broker  is? 

Ms.  Corcoran  [continuing].  The  broker  who  carries  the  position 
is  responsible  to  make  margin  payments  to  the  market  if  the  cus- 
tomer fails  to  make  those  payments.  We  have  a  rule,  which  is  a 
rule  which  was  added  in  about  1982,  to  deal  with  some  defaults 
that  occurred  prior  to  that  time  among  non-member  firms.  Non- 
member  firms  were  less  supervised  than  member  firms. 

Mr.  Skeen.  Do  you  supervise  non-members? 

Ms.  Corcoran.  Yes,  we  supervise  everyone.  We  have  a  self-regu- 
latory organization  responsible  for  all  categories  of  registrants.  Be- 
fore the  NFA  was  around,  we  only  had  the  CFTC  to  supervise  non- 
member  firms  and  the  exchanges  to  supervise  member  firms.  And 
it  was  very  difficult  to — with  the  resources  we  had,  to  cover 

Mr.  Skeen.  Cover  them  all. 

Ms.  Corcoran  [continuing].  All  of  them.  But  today,  we  have  the 
NFA  to  do  it  and  we  have  this  rule  that  we  added  which  makes 
it  unlawful  for  a  firm  to  represent  that  they  will  not  call  for  or  col- 
lect margin. 

MEMBER  AND  NON-MEMBER  FIRMS 

Mr.  Skeen.  Give  me  a  definition  of  the  difference  between  a 
member  and  a  non-member  firm. 

Ms.  Corcoran.  A  member  firm  is  a  firm  which  is  a  member  of 
an  exchange. 

Mr.  Skeen.  Of  an  exchange. 

Ms.  Corcoran.  And  a  non-member  firm  is  a  firm  that  does  busi- 
ness with  customers,  but  does  not  belong  to  an  exchange. 

Mr.  Skeen.  Do  they  trade  through  a  member? 

Ms.  Corcoran.  They  then  have  to  trade  through  a  member. 

Mr.  Skeen.  I  think  that  is  a  helpful  explanation,  because  there 
is  a  lot  of  lack  of  knowledge  about  just  what  you  were  talking 
about,  a  member — and  who  deals  with  whom.  Would  it  be  possible 
for  a  broker  to  allow  a  group  of  undercapitalized  traders  to  take  the 
market  positions  and  cause  problems  at  the  clearinghouse? 

Ms.  Corcoran.  It  would  be  possible.  But,  in  fact,  I  would  say 
that  the  brokerage  community  in  futures  has  been  very  good,  gen- 
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erally  speaking,  about  assuring  itself  of  the  financial  capacity  of  fu- 
tures customers.  It  is  because  futures,  themselves,  effectively  have 
no  value  when  the  position  is  taken,  and  the  carrying  firm  has  to 
depend  on  the  customer  to  continue  to  put  up  money  in  the  future. 
And  for  that  reason,  they  tend  to  be  very  careful  about  the  finan- 
cial capacity  of  their  customers.  We  have  more  problems  with  ag- 
gressive or  improper  sales  tactics  with  respect  to  options  than  with 
respect  to  futures  because  with  purchased  options,  there  is  no  risk 
to  the  firm  once  the  premium  is  paid. 

NFA  AUDITS 

Mr.  Skeen.  So  payoff  time  is  usually  the  end  point  about  wheth- 
er or  not  there  was  a  legitimate  trade.  How  often  do  the  NFA  audi- 
tors examine  the  books  and  records  of  member  firms? 

Ms.  Corcoran.  For  NFA  member  firms — which  are  those  as- 
signed to  NFA — are  those  that  are  non-members  of  exchanges. 
They  are  supposed  to  do  a  full  scope  audit  every  two  years  and  a 
limited  scope  audit  in  the  intervening  year. 

Mr.  Skeen.  What  about  branch  offices? 

Ms.  Corcoran.  They  have  a  requirement  to  visit  branch  offices. 
And  the  Commission  and  the  staff,  in  conjunction  with  the  audit 
staff  of  the  various  exchanges  and  the  NFA,  have  developed  a  new 
program  for  targeting  branch  offices — that  should  be  visited  for 
audit  purposes.  Those  targeting  standards  relate  to  the  amount  of 
volume  done  in  the  branch  office,  that  is  whether  or  not  the  branch 
office  is  actually  doing  futures,  because  many  branch  officers  of 
firms  only  do  the  securities  transactions,  and  to  what  kinds  of  com- 
plaints there  are  at  the  home  office,  the  number  of  discretionary 
accounts,  and  a  number  of  other  factors. 

Mr.  Skeen.  So,  it  is  not  profiles  of  data  or  anything  like  that.  It 
is  mostly  on  complaints  or- 


Ms.  Corcoran.  Is  it  both.  It  is 

Mr.  Skeen  [continuing].  Unusual  activity  or 

Ms.    Corcoran    [continuing].    Complaints — it    is    complaints, 

volume 

Mr.  Skeen.  Volume. 

Ms.  Corcoran  [continuing].  And- 


Mr.  Skeen.  All  the  indicators  in  the  profile. 

Ms.  Corcoran  [continuing].  Other  indicators  in  the  profile. 

Mr.  Skeen.  In  the  past,  you  have  caught  fraudulent  customer 
trade  allocations  by  brokers.  What  tips  off  your  investigators  to 
that  kind  of  activity? 

Ms.  Corcoran.  There  are  many  different  ways  that  improper 
conduct  comes  to  the  attention  of  the  Commission.  Some  of  it  comes 
to  the  attention  of  the  Commission  through — for  example,  when  we 
are  looking  at  exchanges  through  our  exchange  data  base.  We  have 
computerized  reports  that  are  received  by  the  Commission  and  are 
reviewed  for  improper  trading  activity.  Some  of — in  fact,  generally, 
the  most  promising  avenue  for  bringing  cases  is  complaints  that  is 
follow  up  on  complaints  or  anonymous  information  about  activity 
that  people  observe  on  the  exchange  or  sales  practices. 

And  then  there  are  cases  that  are  brought  as  a  result  of  audits. 
Although  frequently  audits  result  in  exit  conferences  which  are  in- 
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tended  to  correct  bad  practices,  but  do  not  always  result,  for  exam- 
ple, in  enforcement  cases  or  self-regulatory  actions. 

AUDIT  TRAIL 

Mr.  Skeen.  We  read  in  recent  media  reports  that  cite  futures  ex- 
perts who  suggest  that  some  form  of  trade  allocation  scheme  has 
been  used  by  customer  grouping,  and  huge  blocks  are  using  cus- 
tomer accounts  without  permission  and  allocating  winning  and  los- 
ing trades  at  the  end  of  the  day.  Does  CFTC's  Enforcement  Divi- 
sion ever  investigate  brokers  for  this  kind  of  activity? 

Ms.  Holum.  Yes. 

Mr.  Skeen.  I  would  assume  that  if  you  do  it  on  volumes,  this 
would  be  one  of  the  tipoffs. 

Ms.  Corcoran.  Well,  there  are  much  improved  requirements  rel- 
ative to  the  tracking  of  trades  today.  I  mean,  the  most  recent 
changes  were  the  one-minute  audit  trail  changes  that  occurred  in 
1986.  And  then  in  1989,  after  the  FBI  sting,  there  were  further  re- 
quirements relative  to  how  trades  have  to  be  sequenced  on  a  trad- 
ing card  and  have  to  be  written  down  in  indelible  ink,  and  a  num- 
ber of  other  requirements  that  make  it  much  more  difficult  to  en- 
gage in  improper  allocations  of  trades. 

Mr.  Skeen.  How  is  your  tracking  ability  as  far  as  data?  Have  you 
got  the  equipment  and  the  kind  of  setup  that  you  need  to  do  the 
tracking?  We  have  talked  about  this  now  for  about  eight  or  nine 
years.  I  am  very  curious  because  sometimes  we  do  not  give  you 
enough  in  the  way  of  financial  support  to  get  your  data  systems  up. 

Ms.  Corcoran.  Well,  the  systems  are  substantially  improved. 

Mr.  Skeen.  Improved. 

Ms.  Corcoran.  I  mean,  many  exchanges  are  reporting  accuracy 
of  one-minute  times  in  89  or  90  percent  levels,  which  is  very  high 
considering  the  volume  of  trading.  But,  the  Commission  continues 
to  encourage  improved  audit  trails.  We  think  that  for  a  reconstruc- 
tion of  trading,  the  large  trader  reporting  system  and  the  other  sys- 
tems we  have  are  absolutely  excellent.  The  Commission  can  recon- 
struct trading  in  market  events,  I  would  say,  better  than  any  other 
agency.  An  example  is  after  the  market  crash  in  1987,  the  Brady 
Commission  used  Commission  data.  But  for  prosecuting  cases  and 
detecting  violations,  we  need  more  refined  data  than  we  have,  and 
that  is  one  of  the  reasons  that  the  Futures  Trading  Practices  Act 
of  1992  has  a  further  goal  for  improved  audit  trails  which  have  to 
be  met  by  1995. 

Mr.  Skeen.  I  would  like  to  ask  you,  what  can  we  do  to  help  you 
improve  your  tracking  ability,  and  I  think  the  answer  is  more 
money,  more  data  equipment.  Thank  you  all,  very  much,  for  your 
responses.  Thank  you,  Mr.  Chairman. 

CFTC  REGIONAL  OFFICES 

Mr.  Durbin.  Thank  you,  Mr.  Skeen.  Ms.  Kaptur. 

Ms.  Kaptur.  Thank  you,  Mr.  Chairman.  Welcome.  I  have  several 
questions  here,  somewhat  unrelated,  but  they  just  interest  me. 
Commissioner  Holum,  of  the  545  staff-years  that  you  request,  could 
you  tell  me  where  those  positions  are  deployed  geographically? 

Ms.  Holum.  We  have  an  office  here  in  Washington;  we  have  an 
office  in  Chicago;  one  in  New  York;  Kansas  City;  and  Los  Angeles. 
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Madge,  would  you  like  to  give  the  breakdown  of  where  the  people 
are? 

Ms.  BOLINGER.  Approximately  59  percent  of  the  employees  are 
here  in  Washington,  21  percent  in  Chicago,  14  percent  in  New 
York,  4  percent  in  Los  Angeles,  2  percent  in  Kansas  City,  and  less 
than  1  percent  in  Minneapolis. 

Ms.  Kaptur.  In  Minneapolis?  There  is  not  a  futures  market  in 
Los  Angeles,  is  there? 

Ms.  Holum.  No,  there  is  not,  but  our  enforcement  division  does 
a  lot  of  work  there. 

Ms.  Kaptur.  Mr.  Skeen,  did  you  have  a  question? 

Mr.  Skeen.  I  will  ask  you  to  yield.  I  just  was  interested,  there 
are  activities  in  Los  Angeles? 

Ms.  Holum.  They  seem  to  have  a  lot  of  fraud  cases  there. 

Mr.  Skeen.  That  is  what  we  are  getting  at. 

Ms.  Holum.  And  brokers  that  trade  in  the  market.  Boiler  room 
operations,  mostly.  Anytime  you  find  geographic  areas  where  there 
is  a  lot  of  money,  there  seem  to  be  people  who  are  trying  to  get 
some  of  that  money.  So  there  are  a  lot  of  bucket  shops.  And  the 
same  is  true  in  Florida. 

Ms.  Kaptur.  That  is  interesting.  Are  the  employees  located  in 
Minnesota  for  the  wheat  futures  market? 

Ms.  Holum.  There  is  an  exchange  there,  the  Minneapolis  Grain 
Exchange. 

Ms.  Kaptur.  Yes.  New  York  would  have  a  large  number  of  trad- 
ers. 

Ms.  Holum.  Yes,  and  we  have  several — there  are  several  ex- 
changes in  New  York  as  well. 

Ms.  Kaptur.  And  how  about  Kansas? 

Ms.  Holum.  How  large  is  the  staff? 

Ms.  Kaptur.  That  is  the  second  smallest  number. 

Ms.  Holum.  The  Kansas  City  grain  exchange  is  there  as  well. 

Ms.  Kaptur.  I  was  curious  about  the  different  roles  you  play  in 
each  of  those  locations. 

Ms.  Holum.  Paul,  could  you  address  that? 

Mr.  Architzel.  Sure.  The  Chicago  and  the  New  York  offices  tend 
to  deal  with  the  exchanges  that  are  located  there.  They  also  have 
very  large  enforcement  activities  as  well.  The  Los  Angeles  regional 
office  is  mainly  enforcement,  and  most  of  their  activities  deal  with 
fraud,  boiler  rooms,  and  protecting  customers.  The  Kansas  City  of- 
fice is  fairly  small,  and  it  has  elements  of  both  trading  and  markets 
and  economic  analysis — one  person  from  economic  analysis — and 
that  is  to  survey  and  to  monitor  the  activities  on  the  Kansas  City 
Board  of  Trade.  Minneapolis  is  a  suboffice  of  the  Kansas  City  office 
and  that  monitors  activities  on  the  Minneapolis  Grain  Exchange. 

MARKET  PARTICIPATION 

Ms.  Kaptur.  Thank  you.  Do  you  have  any  sense  of  what  percent 
of  Americans  participate  in  the  futures  markets,  as  opposed  to  the 
stock  and  bond  markets? 

Ms.  Holum.  I  do  not  know.  Do  we  have  that  calculated?  I  do  not 
really  want  to  make  a  guess. 
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Ms.  Kaptur.  What  is  it  in  the  stock  market?  Under  20  percent, 
right?  Under  15?  Under  12?  People  that  actually  directly  partici- 
pate. 

Ms.  Corcoran.  It  would  be  much  smaller  for  futures.  But,  I 
guess  that  to  the  extent  that 

Ms.  Kaptur.  It  would  be  smaller  for  futures,  that  is  what  I  was 
trying  to  get  at.  This  is  an  activity  that  is  not  understood  by  many 
people,  perhaps  some  even  involved  in  it.  As  I  read  the  articles 
about  derivatives,  how  specialized  this  is.  I  have  been  on  the  floor 
of  the  futures  markets  and  it  has  always  interested  me.  And  being 
a  democrat,  with  a  small  "d,"  I  am  very  interested  in  participation 
of  ordinary  people  and  mechanisms  to  do  that. 

When  we  were  at  the  Chicago  futures  market  two  years  ago,  we 
were  told  that  it  cost  $600,000  to  purchase  a  seat  in  order  to  par- 
ticipate. Is  that  correct? 

Mr.  Architzel.  That  may  be  roughly  what  a  membership  costs. 
However,  there  is  a  lot  of  indirect  participation  and  a  lot  of  indirect 
benefits  to  large  segments  of  the  population. 

For  example,  if  you  go  to  buy  a  mortgage  which  is  an  adjustable 
rate  mortgage  as  a  consumer  going  to  a  bank,  that  bank  may  use 
the  futures  markets  to  hedge  its  risks  of  doing  an  adjustable  rate 
mortgage.  Therefore,  as  an  individual,  I  would  not  have  use  for 
going  to  the  futures  market  myself  but  I  may  be — as  a  consumer, 
I  may  benefit  from  the  bank's  ability  to  go  to  that  market. 

Ms.  Kaptur.  I  understand  that.  We  also  learned  when  we  were 
at  the  Exchange  that  less  than  10  percent  of  the  trades  are  cur- 
rently agricultural  in  nature.  It  is  probably  more  like  8  to  9  per- 
cent. Over  the  years,  it  has  decreased.  Which  was  for  me  a  sur- 
prise. I  thought  it  was  a  bit  more  than  that.  So  it  is  a  small  num- 
ber of  the  trades  that  occur. 

One  of  the  difficulties  of  farmers  in  my  district  is  knowing  when 
to  bid  into  the  market.  I  am  looking  for  a  way  to  help  our  farmers 
hedge  their  own  risk  in  a  better  way  and  the  market  does  not  real- 
ly help  that.  Farmers  see  the  future  market  as  out  there  for  others 
to  use,  those  that  can  afford  to  pay  $600,000  to  gain  access  and  a 
place  there  on  a  regular  basis. 

One  of  the  issues  that  troubles  me  is  that  you  have  to  be  a  big 
player  in  order  to  get  access  to  the  degree  that  those  that  can  af- 
ford the  $600,000  fee  can  now.  Some  farmers  would  be  better  off 
to  go  to  Minneapolis.  It  costs  $12,000  to  get  a  seat  on  that  ex- 
change. 

I  am  curious  as  to  what  your  view  is  of  who  can  really  partici- 
pate at  that  level.  I  know  what  you  are  saying,  it  provides  a  serv- 
ice, it  helps  to  distribute  risk  and  all  the  rest,  but  how  do  you  open 
up  the  process?  The  mutual  funds  opened  up  the  stock  market 
somewhat  to  smaller  participants. 

Any  thoughts  on  that? 

Ms.  Holum.  Ms.  Kaptur,  I  am  from  a  farm  family  in  Nebraska 
myself,  and  I  think  there  are  a  lot  of  people  that  do  not  understand 
the  markets  and  are  told  that  they  could  benefit,  but  we  have  an 
advisory  committee  at  the  Commission  dealing  with  that  issue 
right  now,  and  a  lot  of  it  I  think  is  education.  We  need  to  help  pro- 
ducers and  processors,  especially  the  small  producers,  understand 
the  markets. 
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And,  John,  could  you- 


Ms.  Kaptur.  I  agree  with  you.  In  fact,  I  think  that  should  be  one 
of  the  primary  missions  of  the  Co-op  Extension  Service,  but  their 
record  is  spotty  around  the  country. 

Mr.  MlELKE.  The  markets  are  open  to  participation  through  a 
whole  broad  variety  of  ways,  and  the  cost  of  membership  is  really 
only  of  relevance  if  somebody  wants  to  make  trading  futures  their 
profession  and  they  wish  to  do  it  on  the  trading  floor. 

As  an  individual,  I  can  participate  in  the  New  York  Stock  Ex- 
change either  by  buying  some  stocks  through  a  broker  or  partici- 
pating in  a  mutual  fund.  The  same  would  be  true  for  futures.  I  can 
go  to  a  brokerage  firm — I  cannot  because  I  am  a  Federal  employee. 
But  somebody  from  your  community  could  go  to  the  brokerage 
firm — open  an  account  and  trade  and  their  cost  would  be  the  mar- 
gins and  commissions  they  have  to  pay  or  they  could  participate  in 
a  commodity  pool.  Those  two  mechanisms  are  available  for  broad 
participation  in  the  markets. 

COOPERATIVE  ASSOCIATIONS 

Ms.  Corcoran.  You  particularly  mentioned  cooperatives  and  I 
would  just  note  that  the  Commission  has  received  two  letters  from 
major  cooperative  associations  who  wanted  to  design  hedging  pro- 
grams for  their  members  which  required  them  to  receive  some  ex- 
ceptions from  some  of  the  requirements  that  we  have  in  place  with 
respect  to  how  those  programs  are  designed.  We  have  generally  at- 
tempted to  facilitate  participation  by  cooperatives  using  the  exper- 
tise of  the  cooperative  as  a  group  to  increase  access  to  the  hedging 
facilities  of  the  futures  markets  for  its  members. 

Ms.  Kaptur.  Well,  I  think  anything  you  are  doing  along  those 
lines  should  draw  others  in  or  at  least  help  them  understand  how 
the  markets  operate  are  important. 

I  was  at  a  livestock  auction  in  my  district  about  a  year  ago  and 
one  farmer  said  to  me,  "See  those  flies  on  the  back  of  that  carcass? 
That  is  how  I  feel  about  the  Chicago  futures  market.  That  is  me, 
one  of  those  flies."  So  you  know  you  are  not  well  loved  in  parts  of 
the  agricultural  community. 

EDUCATIONAL  INFORMATION 

Ms.  Holum.  Ms.  Kaptur,  one  of  the  areas  where  we  have  had  to 
cut  back  for  budgetary  reasons  is  education  and  information.  And, 
as  a  new  commissioner,  I  am  very  concerned  about  that.  I  think  we 
need  to  devote  more  of  our  resources  to  making  people  understand 
the  markets  and  how  they  work  and  how  they  can  be  of  benefit  and 
to  try  to  change  the  image  of  the  futures  markets. 

I  was  visited,  a  couple  of  weeks  ago,  by  the  officers  of  the  Tokyo 
Commodity  Exchange,  which  is  relatively  new.  They  kept  repeating 
over  and  over  that  people  do  not  understand  us.  They  think  we  are 
gamblers  and  crooks,  and  how  do  you  overcome  that  image?  And 
I  said,  well,  it  has  taken  us  20  years,  and  we  are  still  not  there. 

But  I  think  that  that  is  extremely  important. 

Ms.  Kaptur.  I  thank  you  for  those  comments. 

Tell  me,  since  you  mentioned  gambling,  if  I  were  to  go  to  Atlantic 
City  and  play  roulette,  what  is  the  difference  between  that  and 
what  happens  on  the  futures  exchange? 
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Mr.  ARCHITZEL.  I  think  for  you  as  an  individual,  perhaps  there 
is  not  much  difference  in  one  sense  and  that  is  that  you  are  taking 
a  position  which  is  a  speculative  position  and  hoping  to  make 
money  on  it. 

The  difference,  however,  between  the  markets  is  significant  in 
that  there  are  people  who  use  the  futures  market  to  transfer  legiti- 
mate risks  that  arise  in  the  course  of  their  businesses. 

In  the  case  of  the  casino,  there  is  no  business  risk  that  some  peo- 
ple are  trying  to  transfer,  so  that  no  one  could  hedge  by  going  to 
a  casino  in  Atlantic  City.  There  are  hedgers  who  have  legitimate 
business  risks  who  are  trying  to  transfer  those  risks  to  others,  and 
that  is  the  main  difference  between — maybe  not  the  main,  but  that 
is  a  major  difference  between  the  nature  of  the  two  markets,  be- 
tween gambling  and  a  risk  transference  market. 

LIMITS  ON  RISK 

Ms.  Kaptur.  Well,  let  me  ask  you  this.  If  I  do  go  to  Atlantic  City 
or  Las  Vegas,  there  is  a  house  limit  on  me.  In  other  words,  they 
know  something  and  if  I  have  lost  a  lot  of  money  all  of  a  sudden 
a  little  something  happens  and  they  stop  you.  This  has  never  hap- 
pened to  me  personally,  but  I  have  talked  to  people. 

Does  any  similar  mechanism  exist  in  the  futures  trading  market? 

Mr.  ARCHITZEL.  The  futures  markets  have  several  mechanisms. 
They  have  financial  protection  mechanisms  that  require  that  mar- 
gin be  paid  daily  so  that  your  losses  cannot  accumulate. 

Ms.  Kaptur.  Is  there  a  limit?  Is  there  a  house  limit  placed  on 
that  person's  deep  pockets? 

Mr.  ARCHITZEL.  There  are  capital  rules  for  futures  commission 
merchants  and  they  would  in  turn  impose  limits  upon  their  cus- 
tomers based  upon  their  risk  and  their  exposure.  So  the  whole  mar- 
gin setting  and  the  whole  clearing  system  for  the  exchanges  are  in- 
tended to  control  that  kind  of  risk  and  to  protect  the  financial 
soundness  of  the  system. 

Ms.  Kaptur.  That  is  what  I  am  concerned  about,  the  financial 
soundness  of  the  system  if  something  disastrous  were  to  happen. 

Now,  on  derivatives,  I  read  in  either  Fortune  or  Forbes,  that 
there  could  be  a  down  side  that  we  are  not  covered  for.  What  do 
you  think  about  that? 

Mr.  ARCHITZEL.  I  would  let  Mr.  Mielke  answer  that  and  Ms.  Cor- 
coran. They  are  familiar  with  the  margin  setting  role  of  the  ex- 
changes. However,  I  would  say  the  track  record  of  the  futures  in- 
dustry has  been  quite  good,  especially  in  comparison  with  regard 
to  other  industries. 

Ms.  Corcoran.  Well,  there  are  really,  I  think,  two  questions  that 
you  are  asking.  One  question  is  about  the  individual  who  partici- 
pates in  the  markets,  are  there  any  limits  on  their  participation. 

CLEARING  HOUSE 

Ms.  Kaptur.  Yes.  You  do  not  really  do  a  background  check  on 
them,  do  you?  You  do  not  go  to  the  local  credit  bureaus  to  see 
whether  they  have  net  worth,  which  Mr.  Skeen  was  asking  about 
here,  right? 

Ms.  Corcoran.  Well,  actually,  the  firms  through  which  they  do 
business,  if  they  are  a  customer,  would  tend  to  have  a  view  of  the 
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creditworthiness  of  the  customer.  What  exactly,  what  mechanisms 
they  would  go  through  in  order  to  establish  credit  would  differ  from 
case  to  case.  Frequently,  for  example,  in  the  case  of  farmers  who 
use  the  futures  markets,  they  use  the  futures  markets  because 
their  lenders  ask  them  to  use  the  futures  markets  and  the  lenders 
will  be  familiar  with  their  financial  capacity. 

But,  in  general,  if  you  are  doing  the  business  through  a  legiti- 
mate broker  who  is  doing  business  the  way  they  are  supposed  to 
be  doing  business,  ordinarily  they  will — the  person  with  whom  you 
do  business  will  have  a  view  of  your  creditworthiness  and  they  will 
not  allow  you  to  take  positions  that  are  not  consistent  with  your 
ability  to  cover  the  positions  and  they  have  controls  in  place  to 
monitor  this.  When  you  get  to  larger  traders  or  commercial  traders, 
the  same  type  of  credit  judgments  go  on. 

Now,  with  respect  to  the  market  itself,  futures  markets  are  de- 
signed to  eliminate  credit  judgments  about  the  underlying  partici- 
pants and  what  they  substitute  for  those  credit  judgments  is  daily 
marking  to  market,  transferring  of  the  gains  from  the  losing  posi- 
tions to  the  winning  positions  through  the  markets  every  day  and 
a  clearinghouse  guarantee  whereby  the  clearinghouse  is  the  buyer 
to  every  seller  and  the  seller  to  every  buyer. 

And  so  individual  participants  in  the  futures  market  do  not 
worry  about  the  actual  counterparty  to  their  trade,  all  they  worry 
about  is  whether  the  system  and  the  clearinghouse  as  a  whole  is 
sound  and  the  clearinghouse  is  regulated  by  us. 

Now,  when  you  go  to  over-the-counter  transactions,  over-the- 
counter  transactions  are  done  on  a  credit  basis  and  some  of  the 
concerns  that  you  have  heard  people  express  recently  is  that  as 
more  transactions  are  undertaken  in  that  market 

Ms.  Kaptur.  What  percent  of  the  trades  are  undertaken  in  that 
market? 

Ms.  Corcoran.  Well,  unlike  the  futures  markets  where  you  have 
very  good  information  on  the  number  of  positions  that  are  in  the 
marketplace,  an  over-the-counter  market  is  not  a  transparent  mar- 
ket and  although  many  regulators  are  trying  to  get  more  informa- 
tion we  do  not  have  that  type  of  information  about  the  over-the- 
counter  market,  so  we  could  not  really  say  what  percentage  of 
transactions  take  place  there. 

Mr.  Mielke.  Let  me  try  to  restate  what  Andrea  said  just  a  little 
bit  differently. 

In  the  area  of  a  brokerage  firm  assuring  that  its  customers  are 
adequately  funded,  I  think  the  law  of  self-preservation  really  comes 
into  play  here. 

The  clearinghouse  demands  payment  immediately  of  all  losses  in 
cash.  The  clearing  member  has  to  make  that  payment  immediately. 
The  clearing  member  then  turns  either  to  its  own  customers  or  to 
non-clearing  futures  commission  merchants  to  get  that  money.  If 
the  money  is  not  there,  the  clearing  member  must  use  its  own 
funds.  If  the  clearing  member  does  not  have  its  funds,  does  not 
have  sufficient  capital,  that  clearing  member  would  be  put  out  of 
business  immediately. 

That  is  why  clearing  members  and  futures  commission  mer- 
chants look  to  the  financial  wherewithal  of  their  customers  because 
if  the  customer  does  not  have  the  money  they  have  to  use  their 
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own.  And  limits  are  put  informally  on  individual  customers'  capac- 
ity to  engage  in  these  markets. 

Ms.  Kaptur.  The  clearing  member,  the  regulation,  would  be  from 
largely  brokerage  firms  and  it  would  be  through  the  SEC,  not 
through  the  CFTC? 

Mr.  MlELKE.  These  clearing  members  are  members  of  exchanges 
regulated  by  the  exchanges  and  by  the  CFTC.  And  the  CFTC  has 
minimum  capital  requirements  that  have  to  be  met  at  all  times 
and  if  a  brokerage  firm  falls  below  those  capital  requirements,  it 
could  be  put  out  of  business  very  rapidly. 

DESIGNATION  APPLICATIONS 

Ms.  Kaptur.  Administrator  Browner  from  the  EPA  mentioned  at 
one  of  our  meetings  recently  that  she  was  working  with  the  Chi- 
cago futures  market  to  develop  a  market  for  recycled  materials. 

Are  you  involved  in  that  in  any  way,  CFTC,  in  any  of  the  studies 
you  are  doing? 

Mr.  Architzel.  Well,  certainly  once  that  gets  off  the  ground  we 
would  be  involved  in  approving  any  designation.  If  the  Chicago 
Board  of  Trade  were  interested  in  becoming  a  contract  market, 
they  would  come  to  us  for  designation  and  we  would  be  involved. 

Ms.  Kaptur.  Thank  you.  What  about  alfalfa?  Why  is  there  not 
a  futures  market  in  alfalfa? 

Mr.  MlELKE.  The  simple  answer  is  because  no  exchange  has  de- 
cided to  apply  and  get  approval.  The  more  complex  answer  prob- 
ably has  to  do  with  whether  or  not  an  exchange  perceives  a  need 
for  that  market,  which  may  have  to  do  with  whether  there  is  a  suf- 
ficient either  size  of  cash  market  or  a  price  risk  associated  with 
that  cash  market  that  cannot  be  hedged  through  an  existing  mar- 
ket. 

A  lot  of  grains  serve  a  cross-hedging  function  for  a  related  com- 
modity. There  is  no  rye  market  any  more.  A  lot  of  sorghum  activity 
will  be  cross  hedged  in  corn  futures  and  perhaps  some  existing 
markets  may  offer  a  sufficient  cross  hedging  mechanism  for  any 
risks  that  exist  in  alfalfa. 

INSURANCE  CONTRACTS 

Ms.  Kaptur.  A  final  question.  On  page  9  of  your  testimony,  you 
talk  about  innovative  contracts,  including  four  catastrophe  insur- 
ance futures  contracts. 

We  have  talked  a  lot  on  this  committee  about  crop  insurance  and 
natural  disaster  insurance.  Could  you  provide  some  information  to 
the  record  on  what  you  are  doing  to  try  to  help  people  hedge  risk 
in  the  insurance  markets  where  acts  of  God  create  havoc  and  what 
your  experience  might  lend  toward  helping  us  design  a  solution  in 
terms  of  natural  disaster  insurance  and  helping  the  markets  hedge 
their  own  risk  in  that  regard? 

We  do  not  have  a  unified  market  in  insurance  in  the  case  of  ca- 
tastrophes and  natural  disasters. 

Mr.  MlELKE.  Yes.  We  certainly  can  provide  something  for  the 
record.  The  Chicago  Board  of  Trade  has  received  CFTC  approval  to 
trade  futures  and  option  contracts  on  six  insurances  indexes  to  try 
to  provide  a  hedging  mechanism  for  the  insurance  industry.  Thus 
far  those  contracts  have  had  limited  use.  And,  of  course,  the  Com- 
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mission  stands  ready  to  help  an  exchange  develop  a  contract  but 
as  a  matter  of  policy  it  is  the  industry  that  determines  what  con- 
tracts ought  to  be  traded  and  then  the  Commission  reviews  them 
for  minimum  standards,  particularly  that  it  is  not  susceptible  to 
manipulation. 

[The  information  follows:] 

In  response  to  your  question  on  crop  insurance  and  natural  disasters,  we  under- 
stand from  conversations  with  both  organizations  that  USDA  and  the  Chicago 
Board  of  Trade  are  considering  the  development  of  some  form  of  option  protection 
against  area-wide  yield  reductions.  The  Board  of  Trade  has  made  no  formal  propos- 
als to  the  Commission  at  this  point  concerning  any  exchange  traded  instruments. 
However,  USDA  and  Board  of  Trade  staff  will  be  briefing  the  Commission's  Agricul- 
tural Advisory  Committee  on  this  matter  on  May  9th  in  a  public  meeting. 

Ms.  Kaptur.  Thank  you. 

Thank  you,  Commissioner  Holum. 

Ms.  HOLUM.  Thank  you. 

Mr.  Durbin.  Mr.  Smith,  we  have  about  12  minutes  left  on  the 
vote.  Do  you  want  to  vote  and  come  back  or  could  you 

Mr.  Smith.  I  had  a  lot  of  questions,  but  I  will  try  to  get  them 
over  with  in  six  or  seven  minutes. 

Mr.  Durbin.  Okay.  Fine. 

Mr.  Smith.  To  try  to  clear  up  a  couple  of  things,  though,  on  the 
alfalfa  thing,  you  have  got  to  be  able  to  deliver  a  commodity  in  lieu 
of  buying  back  your  contract.  It  would  be  pretty  hard  to  have  a  de- 
livery point  for  alfalfa  all  over  the  country,  would  it  not? 

Mr.  Mielke.  Yes,  sir. 

computerized  trading 

Mr.  Smith.  And  with  regard  to  Mr.  Skeen's  question  about  im- 
proving the  ability  to  track  trades,  one  way  it  could  be  done,  and 
this  came  out  in  my  hearings  way  back  in  1975,  is  to  put  every- 
thing on  computers  and  eliminate  the  pit  and  that  would  get  away 
from  the  perception,  too,  that  there  is  something  crooked  about  this 
futures  market. 

But  they  resist  doing  that,  do  they  not? 

They  still  resist  it.  The  Chicago  Board  of  Trade,  the  Merc  and  all 
of  them.  They  do  not  want  to  do  away  with  the  pit. 

Ms.  Holum.  That  does  seem  to  be  the  case.  However,  we  have 
developed  Globex,  which  is  entirely  done  by 

Mr.  Smith.  And  that  helps  to  prove  it  could  be  done. 

Ms.  Holum.  At  least  in  some  markets. 

Mr.  Smith.  Yes.  So  that  is  one  thing  they  could  do  if  they  want 
to  get  away  from  the  perception  that  something  is  crooked  on  the 
exchange  floor. 

How  many  contracts  are  there  now?  How  many  contracts  have 
been  approved  by  the  CFTC? 

Ms.  Holum.  There  are  100  futures  contracts  and  70  options  con- 
tracts. 

Mr.  Smith.  A  total  of  one  hundred  seventy  contracts. 

Another  thing  I  wanted  to  clear  up  here  a  little  bit  is  that  there 
is  some  limitation  because  you  have  to  determine  if  you  are  a  spec- 
ulator or  not.  And  that  answers  some  of  the  questions  that  came 
out  here.  I  mean,  there  is  a  limit  on  the  number  of  contracts  a 
speculator  can  hold  relative  to  a  hedger. 
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Ms.  Holum.  Correct. 

Mr.  Smith.  The  problem  with  that  is  packers  are  permitted  to 
hold  a  position  on  both  sides  of  the  market,  the  long  and  short  side. 
Right? 

Mr.  Mielke.  They  are  permitted  to  seek  a  hedge  exemption  for 
either  side  of  the  market  upon  a  demonstration  to  the  exchange 
that  they  have  got  risk  on  both  sides  of  the  market. 

Mr.  Smith.  So  we  still  have  some  people  who  are  on  both  sides 
of  the  market  at  the  same  time.  And  that  has  always  presented  a 
problem. 

Now,  when  I  held  hearings  before  the  House  Small  Business 
Committee  back  in  the  early  1970's,  you  could  not  prove  that  peo- 
ple allocated  trades  or  would  take  a  deck  of  trading  cards  and  then 
pick  out  the  trade  they  wanted  but  we  did  know  that  the  exchanges 
permitted  floor  traders  to  be  trading  for  themselves  at  the  same 
time  they  were  trading  for  a  customer.  Obviously  it  was  a  situation 
subject  to  abuse.  The  extent  of  that  abuse  could  not  prove  until  you 
got  a  FBI  sting  operation  that  proved  it  was  being  done. 

Now,  for  the  record,  let  us  clear  up  what  has  been  done  now  to 
try  to  prevent  that  kind  of  an  abuse  again. 

Ms.  Holum.  John,  can  you  address  that? 

Mr.  MlELKE.  Maybe  Andrea  can  since  that  was  more  in  her  area. 

Ms.  Corcoran.  Well,  there  are 

TRADING  ABUSES 

Mr.  Smith.  The  1986  rules,  to  what  extent  do  they  do  it? 

Ms.  Corcoran.  Yes.  Well,  there  have  been  many  things  that 
have  been  done  to  address  the  abuses.  I  mean,  one  thing  with  re- 
spect to  blocking  orders,  for  example,  and  allocations  is  that  those 
orders  have  to  be  allocated  according  to  pre-filed  allocation  schemes 
so  that  there  is  a  third  party  that  looks  at  how  those  trades  are 
entered,  if  the  actual  account  number  is  not  entered  at  the  time  the 
trade  is  provided  to  the  trader  on  the  floor. 

But  in  terms  of  general  improvements,  in  1986,  the  Commission 
adopted  its  one-minute  timing  requirement  and  as  a  result  of  that 
requirement,  all  of  the  exchanges  have  improved  their  timing  sys- 
tems. 

Now,  we  found  in  1989  that  there  were  some  other  issues  affect- 
ing timing  like  fabricated  trades  and  trades  that  were  being  done 
off  the  floor  without  tickets  and  as  a  result  of  initiatives  and  codi- 
fied by  the  Futures  Trading  Practices  Act  of  1992  we  have  adopted 
additional  rules  relating  to  oral  orders  and  brokers  associations. 
Separately  just  as  the  Commission  itself  as  part  of  its  review  of  the 
1989  case  required  additional  improvements  in  the  hard  copy  docu- 
ments which  are  used  to  generate  audit  trail,  including  writing 
down  times  in  indelible  ink  and  sequencing  trading  cards. 

And  I  understand  that  some  of  the  people  who  have  been  caught 
in  the  enforcement  cases  have  said  that  those  provisions  that  relate 
to  half-hourly  collection  of  trading  cards,  taking  them  out  of  the 
hands  of  the  traders,  and  writing  down  times  in  indelible  ink  and 
sequencing  are  very  fundamental  to  eliminating  trade  practice 
abuses. 
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HAND-HELD  TRADING  CARDS 


Mr.  Smith.  I  think  it  is  important  for  the  record  to  make  one  ad- 
ditional point.  I  believe  that  the  exchange  has  done  everything  they 
can  except  go  to  computerized  trading.  Anything  short  of  that,  just 
give  a  little  more  time,  a  little  more  room,  so  someone  can  do  a  few 
more  crooked  deals.  And  that  is  what  is  wrong  with  the  perception. 

If  they  go  to  computerized  trading,  they  answer  all  these  ques- 
tions about  crooked  deals  on  floor.  If  it  is  your  own  trade,  you  put 
it  in  the  computer.  If  it  is  accepted,  the  record  is  there. 

Ms.  Corcoran.  We  understand  that  the  exchanges  are  working 
toward  hand-held  trading  cards.  Those  would  not  eliminate  the  pit 
but  they  would  provide  for  the  computer  entry  of  trades. 

I  believe  that  to  the  extent  people  have  looked  at  computers  and 
how  computers  accommodate  trading  volume  that  in  matching  type 
systems  that  there  can  be  some  capacity  limitations  that  affect  the 
markets  in  which  such  systems  can  be  implemented. 

Mr.  Smith.  We  know  that  computerized  matching  of  trades  can 
work  because  IBM  developed  it  back  in  the  1970's.  And  the  ex- 
changes did  not  want  to  use  it,  they  just  resist  it  because  there  are 
advantages  to  people  in  the  pit  that  buy  these  seats.  Globex  is 
making  it  almost  impossible  for  them  to  resist,  I  think,  they  have 
got  to  come  to  it  because  with  that  it  has  shown  that  you  can  do 
it  and  there  is  no  excuse  for  not  doing  it. 

You  know,  I  was  the  author  of  the  CFTC  and  also  I  have  been 
Chairman  of  the  appropriations  subcommittee  handling  funding  for 
SEC  and  I  have  been  struck  by  the  number  of  contracts  that  were 
never  envisioned  as  being  regulated  by  the  CFTC  when  it  was  set 
up.  I  called  it  the  Commodity  Futures  Trading  Commission  for  a 
reason.  It  was  to  deal  principally  in  agricultural  commodities,  to 
help  elevators  so  they  could  deal  better,  to  help  packers  and  proc- 
essors in  buying  and  selling  so  they  could  facilitate  their  business, 
provide  a  liquid  market  by  getting  enough  speculators  involved  to 
offset  the  risk  associated  with  cash  deals  that  were  going  to  be 
made.  That  was  the  reason  for  it. 

But  we  did  not  envision  all  these  financial  futures,  options,  and 
other  instruments.  We  did  not  even  think  about  all  of  them  coming 
on  when  we  created  the  CFTC.  They  came  on  after  that.  And  now 
we  have  how  many  financial  futures  compared  to  agricultural  com- 
modity futures? 

Ms.  Holum.  Some  13.6  percent  is  agricultural. 

Mr.  Smith.  Yes.  See,  I  think  you  ought  to  go  back  and  negotiate 
some  more  with  SEC  and  let  them  take  over  some  more  of  your  ju- 
risdiction. That  would  be  a  good  answer  to  some  of  your  financial 
problems  here,  too. 

Thank  you. 

Mr.  Durbin.  Some  people  may  disagree.  [Laughter.] 

Mr.  Durbin.  But  we  can  save  that  for  another  day. 

I  thank  your  commission  for  joining  us  and  your  panel,  and  we 
will  take  a  close  look  at  your  budget  request  over  the  next  several 
weeks. 

Thank  you. 

Ms.  Holum.  Thank  you,  Mr.  Chairman. 


539 


ACTING  CHAIRMAN  BARBARA  PEDERSEN  HOLUM 


BARBARA  PEDERSEN  HOLUM  was  nominated  to  be  a  Commissioner  of 
the  Commodity  Futures  Trading  Commission  by  President  Bill 
Clinton  on  November  8,  1993.   She  was  confirmed  by  the  Senate  on 
November  19,  1993,  and  sworn  in  on  November  28,  1993,  for  a  term 
expiring  on  April  13,  1997.   On  December  23,  1993,  she  was 
elected  by  seriatim  order  of  the  Commission  to  serve  as  acting 
chairman. 

Prior  to  joining  the  CFTC,  Ms.  Holum  was  President  of  the 
National  Agricultural  Land  Center,  a  non-profit  private 
organization  which  administers  programs  and  projects  of  the 
National  Endowment  for  Soil  and  Water  Conservation  and  the  Good 
Earth  Council.   Ms.  Holum  served  on  three  presidential  campaigns 
as  a  fundraiser  and  officer.   She  also  served  as  Executive 
Director  for  the  Massachusetts  Democratic  State  Committee, 
Administrator  for  the  California  Democratic  State  Party,  and  as  a 
staff  member  for  the  Massachusetts  State  Legislature.   Ms. 
Holum' s  government  posts  include  serving  as  the  Director  of 
Congressional  Liaison  for  the  Commodity  Futures  Trading 
Commission  and  as  the  Congressional  Liaison  Officer  for  the 
National  Agricultural  Lands  Study. 

Ms.  Holum  was  raised  in  Boelus,  Nebraska,  where  her  father, 
mother  and  brothers  operate  a  dairy  farm.   She  attended  the 
University  of  Nebraska  and  the  University  of  Denver.   Ms.  Holum 
and  her  husband  John  reside  in  Annapolis,  Maryland. 
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PAUL  ARCHITZEL 


PAUL  M.  ARCHITZEL  is  Chief  Counsel  to  the  Acting  Chairman. 
Mr.  Architzel,  a  native  of  Waterford,  New  York,  joined  the  CFTC 
in  1978  as  a  staff  attorney  in  the  Office  of  the  General  Counsel. 
Most  recently,  Mr.  Architzel  served  as  Chief  Counsel  to  the 
Division  of  Economic  Analysis. 


Mr.  Architzel  received  a  B.A.  degree,  with  highest  honors, 
with  concentrations  in  history  and  Asian  studies  from  the  State 
University  of  New  York  at  Albany  in  1975.   In  1978,  he  graduated 
with  high  honors  from  The  National  Law  Center  of  George 
Washington  University,  earning  the  degree  of  Juris  Doctor.   He 
has  published  articles  relating  to  the  regulation  of  futures 
contracts  in  "Business  Lawyer"  and  in  "Commodities  Law  Letter." 
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MADGE  A.  BOLINGER 


MADGE  BOLINGER  has  served  as  the  Director  of  the  Office  of 
Budget  and  Fiscal  Operations  since  June,  1987.   For  two  years 
prior  to  her  appointment  she  served  in  the  capacity  of  Budget 
Officer  for  the  Commission  as  well  as  Deputy  Director  of  the 
Office  of  Budget  and  Fiscal  Operations. 

A  native  of  Massachusetts,  Ms.  Bolinger  began  her  Federal 
Career  with  the  Commodity  Futures  Trading  Commission  in  1976 
following  receipt  of  a  Bachelor  of  Science  degree  from  Miami 
University.   Prior  to  her  appointment  as  the  Budget  Officer, 
Ms.  Bolinger  held  positions  in  budget  and  program  analysis  as 
well  as  ADP  operations.   She  currently  resides  in  Vienna, 
Virginia. 
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ANDREA  M.  CORCORAN 


ANDREA  M.  CORCORAN  has  been  the  Director,  Division  of 
Trading  and  Markets,  at  the  Commodity  Futures  Trading  Commission 
in  Washington,  D.C.,  since  October  1982.   Previously,  Ms. 
Corcoran  was  in  private  practice.   Ms.  Corcoran  received  a  BA 
from  Stanford  University  with  great  distinction  and  departmental 
honors  and  an  LLB  from  Harvard  Law  School .   She  is  a  member  of 
the  New  York,  California  and  District  of  Columbia  Bars  and,  in 
August  1988,  received  a  Presidential  Distinguished  Executive  Rank 
Award  in  recognition  of  her  outstanding  accomplishments  and 
contributions  at  the  CFTC. 

Ms.  Corcoran  is  a  staff  representative  to  the  Presidential 
Working  Group  on  the  Financial  Markets  and  to  the  American  Bar 
Association  Committee  on  Business  Law  Advisory  Committee  on 
Settlement  of  Market  Transactions.   Ms.  Corcoran  is  a  frequent 
participant  in  securities  and  futures  industry  and  legal 
conferences  both  in  the  United  States  and  abroad.   Among  others, 
in  October  1986,  Ms.  Corcoran  presented  a  paper,  "The  Regulation 
of  Futures  and  Options  in  the  United  States:   Foreign  Futures, 
Options  and  International  Linkages,"  at  an  international  business 
conference  in  Singapore  organized  by  the  Faculty  of  Law, 
University  of  Singapore;  in  February  1988,  she  presented  a  paper 
at  the  Japan  Center  for  International  Finance  in  Tokyo, 
"Aftermath  of  the  Crash,  Policy  Assessments,  Public  Perceptions 
and  Prospective  Reforms;"  and  in  1989  and  1990,  she  participated 
in  conferences  of  international  securities  and  futures  regulators 
at  Wilton  Park  in  the  United  Kingdom.   Ms.  Corcoran  participated 
in  IOSCO  as  the  Chairman  of  IOSCO  Technical  Committee's  Working 
Party  on  Futures  culminating  in  the  presentation  of  a  report  in 
Santiago,  Chile  in  November  1990  setting  out  ten  principles  to 
guide  regulators  on  the  review  of  electronic  trading  systems  that 
cross  borders.   These  principles  were  the  product  of  an  eight - 
jurisdiction  consensus.   The  Division  of  Trading  and  Markets 
administers  the  Commission's  program  for  exempting  foreign-based 
financial  intermediaries  from  certain  aspects  of  United  States 
regulation  and  performed  the  analysis  relevant  to  the  regulatory 
approval  by  CFTC  of  the  Chicago  Mercantile  Exchange's  Globex 
Trading  System.   Authored  under  Ms.  Corcoran' s  direction,  some  of 
the  reports  are: 

Follow-up  Report  on  Financial  Oversight  of  Stock  Index 
Futures  Markets  During  October  1987; 

The  Silver  Market  of  1979/1980  --  Investigative  Report 
of  Division  of  Trading  and  Markets  (November  1985)  ; 

Commodity  Account  Protection:   A  Study  by  the  Division 
of  Trading  and  Markets  (July  1985)  . 
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published  by  John  Wiley  &  Sons,  Inc.,  New  York. 

Corcoran,  Bankruptcy  Pitfalls  for  Dually- Licensed 
Brokerage  Firms.  Futures  International  Law  Letter,  Vol. 
XII,  No.  11  (January  1993)  . 

Corcoran  and  Ervin,  Maintenance  of  Market  Strategies  in 
Futures  Broker  Insolvencies:   Futures  Position 
Transfers  from  Troubled  Firms.  44  Wash.  &  Lee  Law  Rev. 
849  (Summer  1987) . 

Corcoran,  Risk  Avoidance  Strategies  for  Large  Market 
Participants.  19  Sec.  &  Comm.  Regulation  173  (August 
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JOHN  R.  MIELKE 


JOHN  R.  MIELKE  has  over  20  years  experience  in  the 
regulation  of  U.S.  commodity  markets.   He  is  a  native  of  Chicago 
and  started  his  career  as  a  surveillance  economist  in  the  Chicago 
office  of  the  Commodity  Exchange  Authority  of  the  U.S.  Department 
of  Agriculture,  the  predecessor  agency  of  CFTC. 

Since  1978,  Mr.  Mielke  has  been  the  director  of  the  CFTC's 
Market  Surveillance  program.  As  such,  he  supervises  a  staff  of 
surveillance  economists  who  monitor  all  actively  traded  markets 
on  a  daily  basis. 

Mr.  Mielke  also  briefs  the  Commission  and  senior  staff  each 
week  on  significant  market  developments  and  potential  problems 
that  may  require  Commission  attention. 
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ORAL  TESTIMONY 

OF 

BARBARA  PEDERSEN  HOLUM 

ACTING  CHAIRMAN 

COMMODITY  FUTURES  TRADING  COMMISSION 

BEFORE  THE 

HOUSE  COMMITTEE  ON  APPROPRIATIONS 

SUBCOMMITTEE  ON  AGRICULTURE,  RURAL  DEVELOPMENT, 

FDA,  AND  RELATED  AGENCIES 

APRIL  14,  1994 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  appreciate  the  opportunity  to  discuss  the  Commission's 
fiscal  year  1995  budget  request.  Accompanying  me  today  are... 

I  would  like  to  request  that  my  written  testimony  be  submitted 
for  the  record,  and  I  will  briefly  summarize  for  you  my  opening 
statement  to  provide  you  with  a  perspective  of  what  the  requested 
budget  figure  means  for  the  Commission. 
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TWENTIETH  YEAR 

This  October  marks  the  twentieth  year  of  the  Commodity 
Futures  Trading  Commission.  As  you  know,  Congress  created  the 
CFTC  with  the  mission  of  regulating  the  nation's  commodity  futures 
and  options  markets.  And  although  our  mission  has  not  changed, 
the  markets  and  the  industry  have  significantly. 

Over  the  past  twenty  years,  we  have  not  only  witnessed  a 
tremendous  growth  in  the  U.S.  futures  exchanges,  but  in  the  off- 
exchange  and  international  markets  as  well.  This  surge  in  volume 
has  been  driven  by  the  development  of  innovative  and  sophisticated 
financial  instruments,  market  globalization,  and  technology 
advancement. 

As  a  result  of  this  evolution,  it  is  critical  that  the  Commission 
obtain  the  necessary  budgetary  resources  to  meet  the  challenges  in 
the  future. 
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BUDGET  REQUEST 

The  President's  FY  1995  budget  request  for  the  CFTC  is 
$51,861,000,  the  first  significant  increase  in  three  years.  This 
necessary  increase  is  9.2%  higher  than  the  amount  appropriated  for 
FY  1994.   Nearly  8%  of  this  increase  reflects  what  is  needed  to 
maintain  current  staff  and  service  levels,  and  the  remaining  amount  is 
for  additional  operating  expenses  such  as  replacement  of  computer 
hardware. 

As  you  know,  the  Commission's  reauthorization  of  1992  resulted 
in  the  most  comprehensive  futures  legislation  since  the  creation  of 
the  CFTC.  The  Futures  Trading  Practices  Act  of  1992  contains  a 
broad  package  of  reforms  to  bolster  integrity  in  futures  trading.  To 
date  the  Commission  has  completed  twelve  rulemakings,  and  is  near 
completion  of  five  major  studies.   However,  our  work  is  not  complete. 
In  fact,  almost  every  one  of  these  new  requirements  places  more 
ongoing  responsibilities  on  the  Commission's  resources. 
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Furthermore,  while  our  regulatory  responsibilities  were 

Increasing,  our  staff  was  decreasing.  This  year's  ceiling  of  545  staff 

years  reflects  a  reduction  in  staff  years  for  the  third  consecutive  year, 

down  twelve  percent  since  1 992.  We  are  very  concerned  that  further 

budgetary  and  personnel  restraints  will  impair  our  effectiveness, 

especially  In  such  a  dramatically  expanding  industry. 

To  illustrate  our  concerns  I  would  like  to  point  out  to  this 
Committee  the  growth  of  the  industry  measured  in  volume  of  trading 
compared  to  the  total  number  of  CFTC  employees  over  the  last 
twenty  years. 

[Refer  to  chart.] 

We  are  dangerously  close  to  a  point  where  we  simply  can't 
carry  out  our  congressional  mandate.  Nonetheless  we  are 
pleased  and  proud  to  inform  the  Committee  that  this  past  year  has 
been  another  banner  year  for  the  exchanges  and  the  futures  industry 
in  general.  As  futures  and  options  facilitate  price  discovery  and  risk 
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management  in  many  key  economic  sectors,  the  exchanges  have 

had  a  record  year  in  both  volume  of  trading  and  profitability,  and  are 

even  expanding  their  facilities  to  accomodate  this  tremendous 

growth. 

I  would  like  to  take  a  few  moments  to  highlight  a  number  of  the 
activities  in  which  the  Commission  has  been  involved. 

Working  Group  on  Financial  Markets:  Recent  experience  under- 

scores that  financial  markets-futures,  securities,  bank  products,  and 
OTC  derivatives-are  linked,  and  coordination  among  regulators  is 
essential.   For  that  reason,  the  President's  Working  Group  on 
Financial  Markets,  consisting  of  the  CFTC,  the  Securities  and 
Exchange  Commission,  the  Federal  Reserve  Board  and  the  Treasury 
Department  are  coordinating  their  policies  and  actions  in  response  to 
significant  new  developments  in  financial  markets  and  are  attempting 
to  identify  as  early  as  possible  actual  and  potential  market  problems. 
This  is  consistent  with  a  recommendation  of  the  Commission  in  its 
recent  study  of  the  OTC  derivatives  markets. 
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Futures  and  Options  Contracts:  This  past  year  was  also  another 

record  year  for  approval  of  futures  and  options  contracts.  Forty-eight 

new  futures  and  options  contracts  were  approved.   Many  of  the 

innovative  contracts  approved  reflect  the  specialized  hedging  needs 

of  market  participants. 

During  1993,  actions  alleging  trade  practice  abuses  on 
exchange  floors  accounted  for  a  high  percentage  of  Commission 
enforcement  resources.  This  budget  is  imperative  in  order  for  the 
Commission  to  maintain  an  enforcement  program  which  seeks  to 
foster  compliance  under  the  provisions  of  the  Commodity  Exchange 
Act. 

INTERNATIONALIZATION  OF  THE  MARKETS 

With  respect  to  the  international  market,  the  U.S.  futures 
exchanges  have  been  at  the  forefront  of  the  move  to  develop  new 
tools  for  risk  management  and  price  discovery.   They  continue  to 
serve  as  role  models  for  evolving  markets  in  developed  and  emerging 
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market  jurisdictions  around  the  world  from  the  perspective  of  product 

design,  management  of  risk  and  regulation  of  trading.  World-wide 

exchange-traded  futures  and  options  activity  virtually  exploded 

throughout  the  1980s  and  into  the  1990s.  With  these  market 

changes,  the  Commission  must  obtain  the  necessary  budgetary 

resources  in  order  to  maintain  and  safeguard  the  global  markets. 

Just  last  month  the  CFTC,  the  SEC,  and  the  United  Kingdom 
Securities  and  Investment  Board  issued  a  joint  statement  regarding 
the  oversight  of  the  over-the-counter  derivatives  market.  This  is  the 
first  international  understanding  among  futures  and  securities 
regulators  for  developing  a  coordinated  approach  to  the  over-the- 
counter  derivatives  market. 

EXEMPTIVE  AUTHORITY 

One  of  the  additional  responsibilities  placed  upon  the 
Commission  by  the  Futures  Trading  Practices  Act  of  1992  was  the 
broad  authority  to  exempt  certain  Instruments  from  the  exchange- 
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trading  and  other  requirements  of  the  Commodity  Exchange  Act. 

Since  receiving  this  authority  the  Commission  has  moved  promptly, 

as  instructed  by  Congress,  to  exempt  hybrid  Instruments,  swap 

agreements  and  certain  contracts  for  the  deferred  purchase  or  sale  of 

certain  energy  products.  The  Commission  has  also  received 

separate  petitions  from  the  two  largest  Chicago  exchanges  which 

generally  contemplate  that  exchange  trading  and  clearing  of  certain 

contracts  among  Institutions  and  highly  accredited  Individuals,  would 

occur  on  a  largely  unregulated  basis.  The  Commission  has  sought 

public  comment  and  input  from  other  financial  regulators  on  these 

petitions.  At  present  we  are  analyzing  the  comments  received  and 

hope  to  take  action  on  the  petitions  soon. 

CONCLUSION 

In  summary,  Mr.  Chairman  and  members  of  the  Committee,  the 
Commission  believes  that  the  President's  budget  request  represents 
the  minimum  level  of  funding  which  will  enable  it  to  meet  its 
operating  mission  and  to  continue  successfully  fulfilling  Its  statutory 
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mandate  in  a  changing  and  expanding  futures  environment.  With  the 

added  complexity  and  increased  interdependence  of  the  markets,  it  is 

essential  that  the  Commission  have  adequate  resources  to  effectively 

perform  Its  oversight  duties  so  as  to  minimize  the  possibility  of 

market  failures  or  disruptions. 

Thank  you  Mr.  Chairman.   My  staff  and  I  would  be  pleased  to 
answer  any  questions  you  and  other  committee  members  may  have 
about  the  President's  request. 
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i 
mission  statement 


The  Commodity  Futures  Trading  Commission  (CFTC)  administers 
the  Commodity  Exchange  Act,  as  amended,  7  U.S.C.  Section  1,  e_£  seq. 
The  mission  of  the  agency  is  to  regulate  and  oversee  the  commodity 
futures  industry  in  order  to  foster  an  open  and  competitive  market 
that  serves  the  economic  functions  of  risk  shifting  and  price 
discovery,  and  to  protect  the  public  and  the  markets  from  price 
manipulation  and  fraud. 

The  major  program  activities  of  the  Commission  are 
(1)  Agency  Direction;  (2)  Enforcement;  (3)  Market  Surveillance, 
Product  Development  and  Market  Analysis  and  Research;  (4)  Market 
Review  and  Development;  (5)  Financial  and  Intermediary  Affairs; 
(6)  Administrative  Management  and  Support;  (7)  Proceedings;  and, 
(8)  Legal  Counsel.  These  program  activities  are  carried  out  in 
Washington,  D.  C.  and  in  regional  offices  located  in  Chicago,  New 
York,  Kansas  City  and  Los  Angeles.  A  branch  office  operates  in 
Minneapolis . 
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SUMMARY 

The  Commodity  Futures  Trading  Commission  (CFTC)  was  created 
by  Congress  in  1974  as  an  independent  agency  with  the  mandate  to 
regulate  commodity  futures  and  options  markets.   The  Commission 
administers  the  Commodity  Exchange  Act  (CEA  or  Act)  in  order  to 
ensure  market  integrity,  protect  customers  who  use  these  markets 
from  trade  practice  abuse  and  fraud,  and  monitor  the  markets  to 
detect  and  prevent  market  manipulations. 

Reauthorization  of  the  Commission  through  FY  1994  was 
accomplished  with  passage  of  the  Futures  Trading  Practices  Act  of 
1992  (FTPA) .   The  FTPA  amended  the  CEA  and  provided  the  CFTC 
with  greater  regulatory  flexibility.   In  the  FTPA,  the  Commission 
received  new  regulatory  tools  to  ensure  market  integrity  and 
authority  to  exempt  certain  transactions  from  regulation  under 
the  Act. 

In  compliance  with  the  FTPA  the  Commission  has  already 
published  final  rules  to: 

o  prohibit  dual  trading  for  contract  markets  whose 
volume  is  8,000  contracts  or  more,  subject  to  a 
possible  exemption  based  upon  the  quality  of  the 
exchange's  trade  monitoring  system; 

o  require  the  registration  of  floor  traders; 

o  require  the  registration  of  broker  associations; 

o  exempt  swap  transactions  meeting  specified  criteria 
from  regulation  under  the  Act; 

o  exempt  hybrid  instruments  that  are  not  predominately 
composed  of  a  commodity  interest  from  certain 
Commission  regulations; 

o  exempt  certain  contracts  for  the  deferred  purchase  or 
sale  of  energy  products  that  meet  specified  criteria 
from  regulation  under  the  Act; 

o   specify  requirements  regarding  the  composition  of 
certain  self -regulatory  organization  governing  boards 
and  major  disciplinary  and  oversight  committees; 

o  establish  procedures  for  exchange  emergency  actions; 

o  require  ethics  training  for  registrants; 

o  authorize  the  suspension  of  registration  for  certain 
registrants  charged  with  felonies;  and 


558 


o  establish  procedures  regarding  oral  orders  placed  by 
a  member  present  on  the  floor. 

Pursuant  to  the  authority  granted  by  the  FTPA  the  Commission 
has  also: 

o  begun  to  review  two  petitions,  filed  separately  by 
the  Chicago  Mercantile  Exchange  (CME)  and  the  Chicago 
Board  of  Trade  (CBT) ,  seeking  exemptions  under  Section 
4(c)  of  the  Act  from  certain  other  provisions  of  the  Act 
for  exchange  traded  products.   The  CME's  petition  seeks 
to  exempt  its  "Rolling  Spot  Futures  Contracts",  as  well 
as  options  on  those  contracts,  from  certain  provisions 
of  the  Act.   The  CBT's  petition  seeks  to  establish  a 
"Professional  Trading  Market"  that  is  exempt  from 
certain  provisions  of  the  Act; 

o  Completed  the  Study  of  Swaps  and  Off -Exchange 
Derivatives  Trading; 

o  sought  comment  on  permitting  the  filing  of  class 
action  suits  in  reparations  proceedings. 

Fiscal  Year  1993  was  again  a  banner  year  for  approval  of 
futures  and  option  contracts.   Forty-eight  new  futures  and  option 
contracts  were  approved.   This  is  the  highest  total  number  of 
contracts  approved  for  a  single  fiscal  year.   Many  of  the 
innovative  contracts  approved  by  the  Commission  reflect  the 
specialized  hedging  needs  of  market  participants.   For  example, 
the  Commission  approved  seven  Chicago  Mercantile  Exchange  (CME) 
rolling  spot  futures  contracts  based  on  the  following  foreign 
currencies:  the  Australian  dollar,  British  pound,  Canadian 
dollar,  German  deutschemark,  French  franc,  Japanese  yen  and  Swiss 
franc.   These  contracts  provide,  in  effect,  a  central  clearing 
facility  for  futures  trades  that  substitute  for  rolling  spot 
transactions  in  the  cash  markets  for  these  currencies  and  may 
reduce  transaction  costs  and  counter-party  risk  for  such 
transactions. 

During  FY  1993  the  Commission  approved  interim  final  rule 
amendments  to  Part  150  of  its  regulations  concerning  speculative 
position  limits  for  certain  agricultural  commodities.   The  new 
limits  will  be  phased  in,  with  the  first  phase  combining  the 
current  levels  of  both  futures  and  options  into  a  futures 
equivalent  number.   This  went  into  effect  on  June  7,  1993.   The 
second  phase  begins  March  31,  1994,  and  increases  the  limits  half 
way  to  the  levels  originally  proposed  by  the  Commission.   Further 
increases  will  be  considered  in  1995,  with  another  opportunity 
for  public  comment  and  subsequent  rulemaking. 
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In  a  letter  dated  March  22,  1993,  the  Board  of  Governors  of 
the  Federal  Reserve  System  delegated  to  the  Commission  the 
authority  to  review  margin  levels  for  stock  index  futures  and 
options  thereon.   Pursuant  to  this  delegation,  the  Commission  has 
instituted  review  procedures  and  is  now  receiving  exchange 
filings  relating  to  margin  levels  for  stock  index  futures  and 
options . 

In  May  1993,  the  Commission  filed  three  administrative  cases 
in  connection  with  the  events  preceding  the  August  1990  collapse 
of  Stotler  and  Company.   Included  as  respondents  in  the  actions 
are  the  accounting  firm  of  Coopers  &  Lybrand,  the  Chicago  Board 
of  Trade,  and  three  officers  of  Stotler  affiliated  firms.   These 
cases  are  in  addition  to  two  cases  filed  in  previous  fiscal 
years. 

During  FY  1993,  litigation  alleging  trade  practice  abuses  on 
exchange  floors  accounted  for  a  high  concentration  of  Commission 
litigation  resources.   A  significant  portion  of  that  time  stems 
from  litigation  which  evolved  from  the  Commission's  investigation 
of  trading  practices  on  New  York  futures  exchanges.   As  of  the 
end  of  FY  1993,  the  Commission  had  alleged  that  a  total  of  42 
persons  and  six  firms  engaged  in  violations  involving  floor 
trading  that  include  fraud,  non- competitive  execution  of  trades, 
bucketing  of  customer  orders,  and  failure  to  retain  required 
trading  records.   Thus  far,  19  individuals  and  all  six  firms  have 
entered  into  settlements  with  the  Commission.   Pursuant  to  these 
settlements,  14  of  the  19  individuals  agreed  to  the  revocation  of 
their  floor  broker  registrations.   In  addition,  ten  individuals 
and  three  firms  agreed  to  pay  civil  monetary  penalties  totalling 
$925,000.   The  Commission  also  has  instituted  statutory 
disqualification  proceedings  against  four  other  individuals, 
resulting  in  conditional  registrations  for  those  individuals. 

Also,  on  July  19,  1993,  the  Commission  instituted  separate 
statutory  disqualification  proceedings  against  seven  floor 
traders,  each  of  whom  previously  was  convicted  of  one  or  more 
federal  felonies  for  acts  committed  on  the  floor  of  a  futures 
exchange.   The  felony  convictions  resulted  from  cases  arising 
from  the  cooperative  investigation  by  the  Commission,  the  FBI  and 
the  U.S.  Attorney's  office  in  Chicago  into  alleged  trading  abuses 
on  the  floors  of  the  two  major  Chicago  futures  exchanges. 

The  Commission  completed  several  international  initiatives 
in  FY  1993.   During  the  fiscal  year,  the  Commission  entered  into 
a  memorandum  of  understanding  (MOU)  with  the  Comision  Nacional 
del  Mercado  de  Valores  of  Spain,  Spain's  securities  and  futures 
regulatory  authority,  and  an  MOU  with  the  American  Institute  in 
Taiwan  ("AIT")  and  the  Coordination  Council  for  North  American 
Affairs  ("CCNAA").   The  first  MOU  provides  a  framework  for 
information  sharing  between  the  regulators  on  enforcement 
matters,  while  the  second  MOU  provides  that  the  AIT  and  CCNAA 
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will  facilitate  requests  for  supervisory,  surveillance  and 
investigatory  information  made  by  the  Securities  and  Exchange 
Commission  of  the  Ministry  of  Finance,  the  regulatory  authority 
for  futures  and  options  in  Taiwan. 

In  addition,  on  April  29,  1993,  the  United  States  and  the 
Government  of  the  Kingdom  of  the  Netherlands  signed  a  binding 
agreement  under  international  law  providing  for  comprehensive 
cooperation,  including  information  sharing  and  assistance,  in 
enforcement  matters  between  the  Commission  and  the  Netherlands' 
Ministry  of  Finance.   The  Agreement  also  provides  that  the 
Commission  and  Dutch  regulatory  authorities  may  enter  into 
additional  arrangements  on  regulatory  coordination  matters, 
including,  for  example,  cross-border  financial  monitoring  and 
risk  assessment. 

Staff  also  have  been  actively  involved  in  the  analysis  of  a 
wide  variety  of  proposed  exchange  rule  changes  regarding  pit 
trading  and  electronic  trading  initiatives,  including  large-order 
execution  procedures.   Commission  staff  is  conducting  ongoing 
reviews  of  exchange  development,  testing  and  use  of  automated 
trading  and  audit  trail  systems.   These  reviews  include  oversight 
of  the  following: 

o  the  CBT  and  CME  joint  project  to  develop  AUDIT,  a  hand- 
held trading  card  system  intended  to  improve  exchange  audit 
trails; 

o  a  similar  computerized  trading  card  being  developed  by  the 

Commodity  Exchange,  Inc.; 

o  the  New  York  Mercantile  Exchange's  American  Computerized 
Commodity  Exchange  System  and  Services  ("NYMEX  ACCESS"),  an 
automated  order  matching  system  for  trading  certain  NYMEX 
futures  and  option  contracts  after  regular  trading  hours; 
and 

o  CBT's  and  CME's  development  of  electronic  order  routing 
systems . 

The  Commission  is  submitting  the  President's  FY  1995  budget 
request  for  $51,861,000  and  a  staff  ceiling  of  545  full-time 
equivalent  staff -years.   This  reflects  a  reduction  in  FTEs  for 
the  third  consecutive  fiscal  year.   The  authorized  ceiling  has 
been  reduced  by  71  FTEs  or  approximately  12%  from  616  in  FY  1992 
to  545  FTEs  in  FY  1995.   Meanwhile  the  Commission's  regulatory 
responsibilities  have  increased  with  the  enactment  of  the  Futures 
Trading  Act  of  1992.   All  of  the  Commission's  programs  have  been 
affected  by  resource  constraints. 

While  the  funding  level  remained  constant  for  fiscal  years 
1992  through  1994,  the  Commission  experienced  inflationary 
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increases,  additional  demand  for  computer  support,  rising  pay  and 
benefits  expenses  and  the  incremental  costs  associated  with  the 
office  space  leases.   The  Commission's  priority  during  this 
period  of  downsizing  and  diminishing  budgetary  resources  was  to 
maximize  the  use  of  FTEs  and  to  avoid  the  possibility  of 
furloughs  or  a  reduction- in- force. 

This  goal  was  met  successfully  by  holding  operating  expenses 
to  their  lowest  possible  levels.    Operating  accounts  in  FY  1994, 
after  three  years  of  downsizing,  accounted  for  only  24%  or  the 
total  budget  dollars  available  as  compared  to  33%  in  FY  1990. 
Some  changes  in  operations  are  now  permanent,  while  others  must 
be  restored  to  a  more  realistic  level  of  service  in  FY  1995.   The 
operating  expenses  associated  with  this  President's  budget 
request  represent  approximately  29%  of  the  total  funding  the 
Commission  is  requesting  and  include  the  one-time  expenses  of 
relocating  the  Washington,  D.C.  headquarters  offices  at  the 
expiration  of  the  current  lease  in  July  1995,  and  the  continued 
evolution  of  our  computing  capabilities. 

The  Commission  believes  that  the  President's  budget  request 
represents  a  level  of  funding  which  will  enable  it  to  meet  its 
operating  objectives  and  to  continue  successfully  fulfilling  its 
statutory  mandate.   Our  commitment  is  to  continually  assess  and 
contain  operating  expenses,  to  redeploy  staff  resources  to 
maximize  their  use,  to  increase  reliance  on  automation,  and  to 
develop  strategic  planning  methods  to  enable  the  Commission  to 
better  meet  the  challenge  of  maximizing  its  resources  as  it  meets 
its  mandate. 
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THE  COMMISSIONERS 


Barbara  P.  Holum,  Acting  Chairman 

Barbara  P.  Holum  was  nominated  to  be  a  Commissioner  of  the 
Commodity  Futures  Trading  Commission  by  President  Bill  Clinton  on 
November  8,  1993.   She  was  confirmed  by  the  Senate  on  November 
19,  1993  and  sworn  in  on  November  28,  1993,   for  a  term  expiring 
on  April  13,  1997.   She  was  named  as  the  Acting  Chairman  of  the 
Commission  on  December  23,  1993. 

Prior  to  joining  the  CFTC,  Ms.  Holum  was  President  of  the 
National  Agricultural  Land  Center,  a  non-profit  private 
organization  which  administers  programs  and  projects  of  the 
National  Endowment  for  Soil  and  Water  Conservation  and  the  Good 
Earth  Council.   Ms.  Holum  served  on  three  presidential  campaigns 
as  a  fundraiser  and  officer.   She  also  served  as  Executive 
Director  for  the  Massachusetts  Democratic  State  Committee, 
Administrator  for  the  California  Democratic  State  Party,  and  as  a 
staff  member  for  the  Massachusetts  State  Legislature.   Ms. 
Holum' s  government  posts  include  serving  as  the  Director  of 
Congressional  Liaison  for  the  Commodity  Futures  Trading 
Commission  and  as  the  Congressional  Liaison  Officer  for  the 
National  Agricultural  Lands  Study. 

Ms.  Holum  was  raised  in  Boelus,  Nebraska,  where  her  father, 
mother  and  brothers  operate  a  dairy  farm.   She  attended  the 
University  of  Nebraska  and  the  University  of  Denver.  Ms.  Holum 
and  her  husband  John  reside  in  Annapolis,  Maryland. 


Sheila  C.  Bair,  Commissioner 

Sheila  C.  Bair  was  nominated  by  President  George  Bush  to  be 
a  Commissioner  of  the  Commodity  Futures  Trading  Commission 
(CFTC) .   She  was  sworn  in  on  May  29,  1991.   She  was  appointed 
Chairman  of  the  CFTC's  Financial  Products  Advisory  Committee,  on 
December  20,  1991.   Ms.  Bair  served  as  Acting  Chairman  of  the 
Commission  from  August  21,  1993  until  December  23,  1993. 

A  native  of  Independence,  Kansas,  Sheila  Bair  received  her 
B.A.  degree  from  the  University  of  Kansas  in  1975  and  her  J.D. 
from  the  University  of  Kansas  School  of  Law  in  1978.   Based  on 
her  academic  achievements,  she  was  awarded  a  year's  teaching 
fellowship  at  the  University  of  Arkansas  School  of  Law  in 
Fayetteville. 

Ms.  Bair's  first  job  was  with  the  General  Counsel's  office 
of  the  old  Department  of  Health,  Education  and  Welfare.   For  five 
years,  beginning  in  1981,  Ms.  Bair  served  as  legal  and  policy 
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advisor  to  Senator  Robert  Dole  (R.  Kansas) ,  first  as  Counsel  on 
the  Courts  Subcommittee  of  the  Senate  Judiciary  Committee,  which 
Senator  Dole  then  chaired,  and  then  in  the  Senate  Majority 
Leader's  Office  where  she  handled  a  wide  range  of  issues  and 
worked  on  a  number  of  successful  major  legislative  initiatives. 
She  also  served  as  Director  of  Research  for  Senator  Dole's  1988 
Presidential  Campaign. 

Ms.  Bair  accepted  a  position  as  Legislative  Counsel  to  the 
New  York  Stock  Exchange  (NYSE)  in  Washington,  at  the  conclusion 
of  Senator  Dole's  campaign.   She  worked  in  this  capacity  with 
Congress  and  its  committees,  the  Securities  and  Exchange 
Commission,  and  the  CFTC  on  a  broad  array  of  financial  issues, 
with  emphasis  on  derivative  products  and  intermarket 
coordination. 

In  January  of  1990,  Ms.  Bair  resigned  from  her  position  with 
the  NYSE  and  moved  back  home  to  Independence,  Kansas  to  run  in 
the  Republican  primary  for  the  Fifth  District  Congressional  seat. 
After  narrowly  losing  that  primary,  Ms.  Bair  returned  to  her 
position  with  the  NYSE. 

Ms.  Bair  serves  on  the  Board  of  Directors  of  the  Women's 
Campaign  Fund.   A  member  of  the  Kansas  bar,  she  also  serves  on 
the  Board  of  Governors  of  the  University  of  Kansas  School  of  Law. 
Her  published  articles  include  Why  "Offshore"  Doesn't  Mean    "Off- 
limits",    Futures  Magazine    (Jan.  1992) ;  Is   There  a    "Future"   in 
Swaps,    Mortgage  Banking    (Sept.  1992);  and  The  Worst  of  Arkansas 
Best,    41  U.  Kan.  L.  Rev.  535  (1993) . 


Joseph  B.  Dial,  Commissioner 

Joseph  B.  Dial  was  sworn  in  as  a  Commissioner  of  the 
Commodity  Futures  Trading  Commission  by  Judge  Clarence  N. 
Stevenson  in  Victoria,  Texas  on  June  20,  1991,  after  being 
nominated  by  President  George  Bush  in  April  1991,  and  confirmed 
by  the  U.S.  Senate  in  May.   Commissioner  Dial  chairs  the  CFTC's 
Agricultural  Advisory  Committee. 

A  native  Texan,  Commissioner  Dial  graduated  from  Texas 
Military  Institute,  attended  Victoria  College  and  the  University 
of  Texas  where  he  majored  in  banking  and  finance.   He  owned  and 
managed  a  multi- faceted  cattle,  crop,  and  agricultural 
products/services  business  in  South  Texas.   He  was  active  in 
banking  and  international  trade.   For  25  years  he  exported 
agricultural  products  to  seventeen  foreign  countries.   During 
this  time  he  travelled  extensively,  and  worked  closely  with 
representatives  of  the  international  banking  community, 
government  officials,  and  private  sector  business  leaders.   He 
served  on  the  United  States  Trade  Representative's  Agricultural 
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Technical  Advisory  Committee  and  the  Foreign  Trade  Committee  of 
the  National  Cattlemen's  Association. 

Dial  is  a  past  President  of  the  Former  Texas  Rangers 
Association  and  served  as  a  trustee  of  the  Texas  State  Aquarium. 
In  1990,  Texas  Governor  Bill  Clements  appointed  Commissioner  Dial 
agricultural  representative  to  the  Texas  Citizen  Advisory 
Committee  (CAC)  for  the  Environmental  Protection  Agency's  Gulf  of 
Mexico  Program.   He  was  then  elected  Chairman  by  the  24  CAC 
members  appointed  by  the  governors  of  the  five  Gulf  states. 
Commissioner  Dial  presently  serves  as  President  of  the  Gulf  of 
Mexico  Foundation. 


John  E.  Tull,  Jr.,  Commissioner 

John  E.  Tull,  Jr.  was  nominated  to  be  a  Commissioner  of  the 
Commodity  Futures  Trading  Commission  by  President  Bill  Clinton  on 
November  5,  1993.   He  was  confirmed  by  the  Senate  on  November  19, 
1993,  and  sworn  in  on  November  24,  1993,  for  a  term  expiring  on 
April  13,  1998. 

Prior  to  joining  the  CFTC,  Mr.  Tull  devoted  his  career  to 
agriculture,  owning  and  operating  a  diversified  farming  operation 
in  Lonoke,  Arkansas,  primarily  producing  rice,  soybeans,  corn, 
and  wheat  and  raising  cattle.   His  active  involvement  and  keen 
interest  in  agricultural  issues  led  to  his  association  with 
numerous  agricultural  organizations. 

Mr.  Tull  has  served  as:  Member  and  Chairman  of  the  Arkansas 
State  Plant  Board,  President  of  the  Arkansas  Rice  Council, 
President  of  the  National  Rice  Council,  Chairman  of  the  European 
Sub- Committee  of  the  National  Rice  Council,  President  of  the 
Arkansas  Seed  Growers  Association,  President  of  the  Arkansas 
Cattlemen's  Association,  Vice-President  of  the  Arkansas  Soybean 
Association,  and  Chairman  of  the  Governors  Rail  Safety  Committee. 

Mr.  Tull's  most  recent  posts  include:  Member  of  the  Board  of 
Directors  of  the  National  Rice  Council  and  its  European  Sub- 
Committee,  Member  of  the  Advisory  Board  for  Agriculture  to  the 
University  of  Arkansas  College  of  Agriculture,  Board  Member  of 
the  Arkansas  Cattlemen's  Foundation,  Board  Member  of  the  Bayou 
Meto  Irrigation  District,  Board  Member  of  the  U.S.  Rice 
Foundation,  Member  of  the  Advisory  Board  for  the  First  Commercial 
Bank  of  Cabot,  Arkansas,  Member  of  the  Mid- America  Commodity 
Exchange,  Member  of  the  Chicago  Board  of  Trade's  Rice  Working 
Group,  and  Honorary  Member  of  Gamma  Sigma  Delta  fraternity. 

Mr.  Tull  was  born  and  raised  in  Lonoke,  Arkansas.   He 
received  his  B.S.  degree  in  Commerce  from  the  University  of  North 
Carolina.   He  served  in  the  U.S.  Navy  during  World  War  II  and  the 
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Korean  Conflict,  and  ended  his  military  service  with  the  rank  of 
Lieutenant.   Mr.  Tull  and  his  wife,  Mary,  have  three  children  and 
eight  grandchildren. 
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n 

HISTORY  OF  THE  FY  1995  BUDGET  REQUEST 

In  August,  1993  the  Commission  voted  to  request  $51,861,000 
for  FY  1995  to  fund  a  total  of  545  staff -years  and  to  support 
anticipated  increases  in  operating  expenses.   The  Budget  Estimate 
was  submitted  concurrently  to  0MB  and  the  Congress  on  August  20, 
1993.   Commission  staff  participated  in  a  budget  hearing  at  0MB 
on  September  27,  1993  and  the  FY  1995  Budget  Estimate  passback 
was  received  on  December  8,  1993. 

OMB  approved  the  entire  FY  1995  Budget  Estimate  of 
$51,861,000  and  545  FTE.   It  should  be  noted  that  Commission's 
budget  request  did  not  include  (and  OMB  did  not  add)  funds  for 
the  January,  1994  locality  pay  adjustment;  the  specific 
adjustment  was  authorized  after  the  estimate  was  submitted  to 
OMB.   The  cost  of  the  January,  1994  increase  is  estimated  to  be 
$1.1  million  in  FY  1995. 

The  final  FY  1995  President's  budget  will  be  forwarded  to 
Congress  on  February  7,  1994,  at  a  level  of  $51,861,000  and  545 

FTE. 


567 


12 


CO    O    f~-    w-    f\J 

t--  %»  to  cm  CO 
•*»  ©•  "O  ■-  •- 


h-  *>  Ki 
N.  «*  CM 


r«-  f^  ** 

•*  m  O 

•-       cm 


ki  m  cm 

KI  f-  ** 

**  ro  (nj 


-O  m  o  r- 
«-  CO  CM  (M 
N00O»- 


»-M<MDN 

O*  m  r»  m  eo 


CM  O  ■- 
0*0  0 
o  o  -- 


LT,    nO    •-     -O    CO 

NMONN 
IA&   <00  O 


•*>  r-  o*  co  o 

N  O  O-  Olfi 
•—  CO  «*  o  •- 

m        •—  ki  *- 


o  *-  r~~  o  r- 
CM  «-  *0  KI  KI 
0<0  I/MOCJ 


o  •-  «- 

•-  N.  CO 
CM  •-  KI 


OWN 

**  m  o 
•-  CM 


KI  «—  •«* 

o  o  o 
-*  «©  o 


o*  co  r*- 

«-  IM 


ui  •-  *o 

CO  O  CO 

^-  o  «- 


CM  »-  KI 

m  *o  »- 

--  CM 


ki  r~  o-  o 

•O  f\J   o-    eo 

fMCDCOO 

CM*  kT  CM  CO* 


»  *-  O  •-  CM 


f-.  «—  «—  m  ^r 

«J    ■-    CO    CO   IM 
CO    -O   N     ^    K 


o-  ki  cm 

o  o  o 


^    O    ^     -J 
CM  CO  KI  -J 

rsj  ki  rg  co 


eo  ki  o  m  *o 
o  r-  ki  »n  *o 


■o  m  «- 
m  O  ru 
O  CO  CO 


CM  o  CM  in 

o  -^  r^  o 

*-  K*fM*CO~ 


in  CM  KI  o  o 
KI  «  CO  CM  O 


OJCOO 

>J  >»  o 

cook 


•  o  o 

<  X 

_*  a.  z  <_> 

jO   uuj  j 

■  -i  a  a   < 
Jib  <  -  »- 

>  >  uj  o  o 

a  uj  w  •— 
3  O  Ui  O 
W  ae  uj 
»-  t- 
»-  o  »-  < 
uDuiu 

■  -,  «  o 


.  ec  < 

.  —  t- 

*-  a  o 

z  ►- 

UJ  o 

Z  uj 

UJ  »- 


«  t-  o 

i/»  z  a. 

Villi  Q. 

I  X  =>  X 

U.   UJ  */»  < 

OOSK 

or  <  z  O 

a.  z  O  O 

<  —  ae 

O  X  •-  O- 


KKOO 


—  -i  I  t_) 


ae  <  <  —  »- 
<       zoo 

X  >-  O         I- 


XO  •-   -< 

O    UJ   Z    — t 

O    or   —    «t 


S5 

gg 

—  ae 
*~  a. 


■  ce  < 
O  O   O 


UJ  O 

U  O 

O  _J 

CE  —I 


co  m  m  co 

^-  ^  ^-  KI 

>COOK1U-, 


m  m  in  in 

CO  CO  O 


MCMNJ    J 

>»  CO  KI  -O 


CM  CO  O   O 

o  eo  o  o» 


^  «-  **  IM 

CO  CM  CM  KI 

<4KIO«> 

ki  o  ki  m 


(J  —  liJ 

UJ    I-    </> 

ae  <  z  _j 

O  I—  ©  »- 
<A  O  O 


568 


13 


COMMODITY  FUTURES  TRADING  COMMISSION 
OBJECT  CLASSIFICATION 


FY  1993    FY  1994     FY  1995 
IDENTIFICATION  CODE : 95  - 1400  -  0  - 1 -  376  ACTUAL     ESTIMATE    REQUEST 


11.1   Full -Time  Permanent  Comp $27,253  $28,820  $29,536 

11.3   Other  Than  Permanant  Comp 1,110  1,081  1,105 

11.5  Other  Personnel  Compensation..  732  170  743 

11.8  Special  Pers .   Serv.  Payments.  21  0  0 

11.9  SUBTOTAL,  PERSONNEL  COMP ... .  29,116  30,071  31,384 

12.1  Personnel  Benefits:  Civilian..  5,858  6,417  6,604 
13.0  Benefits  for  Former  Personnel.  44  58  60 
21.0  Travel  &  Transport,  of  Persons  625  756  769 
22.0   Transportation  of  Things 23  31  42 

23.2  Rental  Payments  to  Others 5,480  5,881  7,056 

23.3  Comm.,  Utilities  &  Misc 1,546  1,736  1,798 

24.0   Printing  and  Reproduction 255  232  240 

25.0   Other  Services 2,228  1,461  2,183 

26.0   Supplies  and  Materials 508  525  621 

31.0   Equipment 1,399  317  1,104 

42.0  Insurance  Claims  and  Indemn...  98  0  0 

99.0  SUBTOTAL,  DIRECT  OBLIGATIONS  47,180  47,485  51,861 

99.0   Reimbursable 20  20  20 

99.0   TOTAL  OBLIGATIONS $47,200  $47,505  $51,881 
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DETAILED  STATEMENT  OF  OBLIGATIONS  AND  EMPLOYMENT 
BY  GEOGRAPHIC  LOCATION 


LOCATION  OF  OBLIGATIONS  ($  000) : 

FY  1993  FY  1994  FY  1995 

CALIFORNIA $1,734  $1,744  $1,905 

DISTRICT  OF  COLUMBIA $29,456  $29,654  $32,387 

ILLINOIS $8,902  $8,956  $9,781 

MINNESOTA $89  $90  $98 

MISSOURI $688  $692  $756 

NEW  YORK $6,311  $6,349  $6,934 

TOTAL  DIRECT  OBLIGATIONS $47,180  $47,485  $51,861 

LOCATION  OF  EMPLOYMENT  (STAFF- YEARS) : 

CALIFORNIA 22  22  21 

DISTRICT  OF  COLUMBIA 335  330  326 

ILLINOIS 115  113  111 

MINNESOTA 1  1  1 

MISSOURI 9  9  8 

NEW  YORK 80  79  78 

TOTAL  STAFF- YEARS 562  554  545 
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MAJOR  ACTIVITIES  OF  CFTC  OFFICES  AND  DIVISIONS 


OFFICES  OF 
THE  CHAIRMAN 


EXECUTIVE 
DIRECTOR 


OFFICE  OF 
GENERAL  COUNSEL 


o  Liaison  with 

Congress,  Federal 
Agencies  &  Foreign 
Governments 

o  Public  Information, 
Education  and  Publi- 
cations 

o  Secretariat/FOIA 
Office 

c  Inspector  General 


ECONOMIC 
ANALYSIS 

o  Futures  and  Option 
Market  Surveillance 

o  Speculative  Limit 
Rule  Enforcement 

o  Research  and 
Special  Studies 

o  Economic  Analysis 
of  Contract 
Designations 

o  Economic  Review  of 
Changes  to  Contract 
Terms  and  Conditions 

o  Analysis  of  Leverage 
Registration  Applica- 
tions 


o  Administration  & 

Resource  Management 
o  Long-range  Planning 
o  Information  Resources 

Management 
o  Personnel 
o  Budget  &  Fiscal 

Operations 
o  Procurement 
0  Administrative  Services 
o  Proceedings  in 

Administrative  Law 

and  Reparations 
o  Library 


ENFORCEMENT 

o  Investigations 
o  Civil  Injunctive 

Actions 
o  Administrative  Actions 
o  Criminal  Referrals 
o  Assistance  to  State 

and  Federal  Enforcement 

Agencies 


MARKET  REVIEW  & 
DEVELOPMENT 

o  Oversight  of  Exchanges 

o  Rule  Enforcement 
Reviews 

o  Trade  Practice  Inves- 
tigations 

o  International  Regula- 
tory Coordination 

o  Review  of  Contract 
Market  Rules 


o  Legal  Advisor  to 

Commission 
o  Appellate  Litigation 
o  Amicus  Curiae  Briefs 
o  Bankruptcy  Litigation 
o  Draft  Commission 

Orders  and  Opinions 
o  Review  for  Legal 

Sufficiency 
o  Draft  Regulations 

and  Legislation 
o  Defensive  Litigation 
o  Ethics  and  Financial 

Disclosure  Advice 
o  Freedom  of  Information 

Act  Appeals 
o  Legal  Support  to 

Operating  Divisions 
o  Statutory  Interpreta- 
tion 

FINANCIAL  AND 
INTERMEDIARY  AFFAIRS 

o  Oversight  of  the  NFA 
o   Sales  Practice  Reviews 
o  Investigative  Audits 
o  Draft  Regulations 
o  Exemptive  Relief 
o  Civil  Monetary 

Penalties 
o  Managed  Fund  Offerings 
o  Financial  Audit  and 

Surveillance 
o  Financial  Emergencies 
o   Risk  Assessment 
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AGENCY  DIRECTION 


Introduction 

The  CFTC  develops  and  implements  agency  policy  under  the 
direction  of  the  Commodity  Exchange  Act  (CEA  or  Act) . 
Commission  policy  is  formulated  to  ensure  the  financial  integrity 
and  economic  utility  of  commodity  futures  and  options  markets  for 
hedging  and  price  discovery  by  facilitating  market 
competitiveness  and  efficiency,  by  conducting  market  and 
financial  surveillance,  and  by  protecting  the  public  and  market 
participants  against  manipulation,  fraud  and  other  abuses. 

The  Commission  guides  the  agency  through  strategic  planning 
and  the  review  of  each  quarter's  program  accomplishments  and  by 
determining  priorities  for  the  forthcoming  quarter  within  the 
current  context  of  economic,  legal  and  administrative  issues. 

Resource  Changes  (FY  1995) 

The  Commission  estimates  that  the  Agency  Direction  Program 
will  be  increased  by  $152,000  and  reduced  by  one  staff -year  in  FY 
1995.   Total  request  for  FY  1995:   $4,184,000. 


FY  1993 
Actual 

FY  1994 
Estimate 

FY  1995 
Request 

Staff-Years  (FTE) : 

42 

42 

41 

Obligations  (000)  : 
Comp /Benefits 
Other  (Direct) 
Other  (Pro  rata) 

$   2,788 
117 
582 

$   3,295 
169 
568 

$   3,308 
164 
712 

Total 


$   3,487 


4,032 


$   4,184 


Accomplishments  (FY  1993) 
Commission  Activities 


Reauthorization 


The  Futures  Trading  Practices  Act  of  1992  (FTPA)  was  signed 
into  law  on  October  28,  1992.   The  legislation  provides  the 
Commission  with  greater  flexibility  regarding  innovative 
financial  products,  thereby  permitting  domestic  markets  to  better 
compete  in  a  global  market  place.   The  legislation  also  directed 
the  Commission  to  conduct  numerous  rulemakings  and  studies  and 
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imposed  deadlines  on  the  Commission  to  do  so.   In  meeting  those 
deadlines  the  Commission  has  accomplished  the  following: 

o  Approved  final  rules  to  prohibit  dual  trading  for 
contract  markets  whose  volume  is  8,000  contracts  or 
more,  subject  to  a  possible  exemption  based  upon  the 
quality  of  the  trade  monitoring  system; 

o  Approved  final  rules  requiring  the  registration  of 
floor  traders.   Under  these  rules  floor  traders  are 
subject  to  the  same  background  fitness  checks  as  other 
registrants; 

o  Approved  final  rules  requiring  the  registration  of 
broker  associations; 

o  Approved  final  rules  exempting  swap  transactions 
meeting  specified  criteria  from  regulation  under  the 
Act; 

o  Approved  final  rules  exempting  hybrid  instruments 
that  are  not  predominately  composed  of  a  commodity 
interest  from  certain  Commission  regulations; 

o  Approved  a  final  order  exempting  certain  contracts 
for  the  deferred  purchase  or  sale  of  energy  products 
that  meet  specified  criteria  from  regulation  under  the 
Act; 

o  Approved  final  rules  regarding  the  composition  of 
certain  self -regulatory  organization  governing  boards 
and  major  disciplinary  and  oversight  committees; 

o  Approved  final  rules  regarding  procedures  for 
exchange  emergency  actions; 

o  Approved  a  final  rule  requiring  ethics  training  for 
registrants.   This  rule  requires  all  new  individual 
registrants  to  attend  ethics  training  within  six  months 
of  registration  and  all  other  individual  registrants  to 
attend  periodic  ethics  training  sessions; 

o  Approved  final  rules  which  authorize  the  suspension 
of  registration  for  certain  registrants  charged  with 
felonies; 

o  Approved  final  rules  establishing  procedures 
regarding  oral  orders  placed  by  a  member  present  on  the 
floor  of  a  contract  market  for  an  account  that  that 
member  owns  or  controls; 
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o  Approved  final  rules  to  prohibit  certain  insider 
trading; 

o  Published  proposed  rules  seeking  comment  on 
permitting  the  filing  of  class  action  suits  in 
reparations  proceedings  before  the  Commission;  and 

o  Completed  the  Study  of  Swaps  and  Off -Exchange 
Derivatives  Trading. 

The  Commission  intends  to  submit  the  following  studies  to 
Congress  on  or  before  the  designated  dates  in  order  to  meet  the 
deadlines  imposed  by  Congress: 

o  The  first  phase  of  the  Competitiveness  Study  -  April 
1994;  and 

o  The  first  phase  of  the  Penalties  Study  and  Guidelines 
-  October  1994. 

Pursuant  to  the  authority  granted  by  the  FTPA  the  Commission 
will  also: 

o  Continue  its  review  of  two  petitions,  filed 
separately  by  the  Chicago  Mercantile  Exchange  (CME)  and 
the  Chicago  Board  of  Trade  (CBT) ,  seeking  exemptions 
under  Section  4(c)  of  the  Act  from  certain  other 
provisions  of  the  Act  for  exchange  traded  products. 
The  CME's  petition  seeks  to  exempt  its  "Rolling  Spot 
Futures  Contracts",  as  well  as  options  on  those 
contracts,  from  certain  provisions  of  the  Act.   The 
CBT's  petition  seeks  to  establish  a  "Professional 
Trading  Market"  that  is  exempt  from  certain  provisions 
of  the  Act;  and 

o  Propose  rules  regarding  the  identification  and 
prevention  of  conflicts  of  interest  in  exchange 
governance. 

New  Contracts 

In  January  1992  the  Commission  significantly  revised 
Guideline  Number  1  which  provides  specific  criteria  for  exchanges 
to  use  to  comply  with  contract  market  designation  requirements  of 
the  Commodity  Exchange  Act.   The  new  guideline  reduces  the  burden 
on  exchanges  and  streamlines  the  processing  of  new  designation 
applications  and  rule  change  submissions  and  has  led  to  a 
reduction  in  fees  charged  for  new  contract  designation 
applications. 

The  Commission  approved  48  futures  and  option  contracts 
during  FY  1993.   This  is  the  highest  total  number  of  contracts 
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approved  for  a  single  fiscal  year.   Many  of  the  innovative 
contracts  approved  by  the  Commission  reflect  the  specialized 
hedging  needs  of  market  participants.   For  example,  the 
Commission  approved  seven  Chicago  Mercantile  Exchange  (CME) 
rolling  spot  futures  contracts  based  on  the  following  foreign 
currencies:  the  Australian  dollar,  British  pound,  Canadian 
dollar,  German  deutschemark,  French  franc,  Japanese  yen  and  Swiss 
franc.   These  contracts  provide,  in  effect,  a  central  clearing 
facility  for  futures  trades  that  substitute  for  rolling  spot 
transactions  in  the  cash  markets  for  these  currencies  and  may 
reduce  transaction  costs  and  counter-party  risk  for  such 
transactions . 

Other  innovative  financial  futures  contracts  approved  this 
fiscal  year  were  the  four  catastrophe  insurance  futures  contracts 
submitted  by  the  CBT,  three  of  which  are  based  on  different 
regions  of  the  U.S.  (the  Eastern,  Midwestern  and  Western  regions) 
and  one  "National"  contract  that  represents  the  entire 
continental  U.S.   These  contracts  offer  primary  insurers, 
underwriters,  and  reinsurance  companies  a  means  of  managing  the 
risk  associated  with  potentially  poor  underwriting  results  and  an 
unanticipated  greater  dollar  value  of  claims  for  a  particular 
group  of  policies. 

Margins  on  Stock  Index  Futures 

In  a  letter  dated  March  22,  1993,  the  Board  of  Governors  of 
the  Federal  Reserve  System  delegated  to  the  Commission  the 
authority  to  review  margin  levels  for  stock  index  futures  and 
options  thereon.   The  Commission  has  instituted  review  procedures 
and  is  now  receiving  exchange  filings  relating  to  stock  index 
futures  and  options  margin  levels. 

Agricultural  Speculative  Limits 

The  Commission  approved  interim  final  rule  amendments  to 
Part  150  of  its  regulations  concerning  speculative  position 
limits  for  certain  agricultural  commodities.   The  new  limits  will 
be  phased  in,  with  the  first  phase  combining  the  current  levels 
of  both  futures  and  options  into  a  futures  equivalent  number. 
This  went  into  effect  on  June  7,  1993.   The  second  phase  begins 
March  31,  1994,  and  increases  the  limits  half  way  to  the  levels 
originally  proposed  by  the  Commission.   Further  increases  will  be 
considered  in  1995,  with  another  opportunity  for  public  comment 
and  subsequent  rulemaking. 

Enforcement  Activities 

In  May  1993,  the  Commission  filed  three  administrative  cases 
in  connection  with  the  events  preceding  the  August  1990  collapse 
of  Stotler  and  Company.   Included  as  respondents  in  the  actions 
are  the  accounting  firm  of  Coopers  &  Lybrand,  the  Chicago  Board 
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of  Trade,  and  three  officers  of  Stotler  affiliated  firms.   These 
cases  are  in  addition  to  two  cases  filed  in  previous  fiscal 
years. 

The  Commission's  cooperative  investigation  with  the  Federal 
Bureau  of  Investigation  ("FBI")  and  the  U.S.  Attorney's  Office  in 
Chicago  into  alleged  trade  practice  abuses  on  the  floors  of  the 
two  largest  Chicago  exchanges  resulted  in  the  filing  of  17  cases 
this  fiscal  year.   The  Commission  brought  separate  administrative 
actions  against  ten  individuals  who  have  been  convicted  of 
criminal  activities.   The  complaints  allege  that  the  respondents 
violated  trade  practice  and,  in  four  cases,  anti- fraud  provisions 
of  the  Act  and  Commission  Regulations  by,  among  other  things, 
engaging  in  noncompetitive  and  accommodation  trading.   The 
Commission  also  filed  separate  notices  of  intent  to  deny  the 
applications  for  registration  as  floor  traders  of  seven 
individuals  who  previously  were  convicted  of  one  or  more  felonies 
resulting  from  the  joint  investigation.   The  notices  of  intent 
allege  that  the  traders'  convictions  on  felony  counts  constitute 
a  statutory  disqualification  from  registration. 

During  FY  1993,  litigation  alleging  trade  practice  abuses  on 
exchange  floors  accounted  for  the  second  highest  concentration  of 
Division  of  Enforcement  litigation  resources.   A  significant 
portion  of  that  time  stems  from  litigation  which  evolved  from  the 
Commission's  investigation  of  trading  practices  on  New  York 
futures  exchanges.   As  of  the  end  of  FY  1993,  the  Commission  had 
alleged  that  a  total  of  42  persons  and  six  firms  engaged  in 
violations  involving  floor  trading  that  include  fraud,  non- com- 
petitive execution  of  trades,  bucketing  of  customer  orders,  and 
failure  to  retain  required  trading  records.   Thus  far,  19 
individuals  and  all  six  firms  have  entered  into  settlements  with 
the  Commission.   Pursuant  to  these  settlements,  14  of  the  19 
individuals  agreed  to  the  revocation  of  their  floor  broker 
registrations.   In  addition,  ten  individuals  and  three  firms 
agreed  to  pay  civil  monetary  penalties  totalling  $925,000.   The 
Division  also  has  instituted  statutory  disqualification 
proceedings  against  four  other  individuals,  resulting  in 
conditional  registrations  for  those  individuals. 

Screen-Based  Trading 

Staff  also  have  been  actively  involved  in  the  analysis  of  a 
wide  variety  of  proposed  exchange  rule  changes  regarding  pit 
trading  and  electronic  trading  initiatives,  including  large-order 
execution  procedures.   Commission  staff  is  conducting  ongoing 
reviews  of  exchange  development,  testing  and  use  of  automated 
trading  and  audit  trail  systems.   These  reviews  include  oversight 
of  the  following: 
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o  the  CBT  and  CME  joint  project  to  develop  AUDIT,  a  hand- 
held trading  card  system  intended  to  improve  exchange  audit 
trails; 

o  a  similar  computerized  trading  card  being  developed  by  the 
Commodity  Exchange,  Inc.; 

o  the  New  York  Mercantile  Exchange's  American  Computerized 
Commodity  Exchange  System  and  Services  ("NYMEX  ACCESS"),  an 
automated  order  matching  system  for  trading  certain  NYMEX 
futures  and  option  contracts  after  regular  trading  hours; 
and 

o  CBT's  and  CME's  development  of  electronic  order  routing 
systems . 

International  Memoranda  of  Understanding 

During  the  fiscal  year,  the  Commission  entered  into  a 
memorandum  of  understanding  (MOU)  with  the  Comision  Nacional  del 
Mercado  de  Valores  of  Spain,  Spain's  securities  and  futures 
regulatory  authority,  and  an  MOU  with  the  American  Institute  in 
Taiwan  ("AIT")  and  the  Coordination  Council  for  North  American 
Affairs  ("CCNAA").   The  first  MOU  provides  a  framework  for 
information  sharing  between  the  regulators  on  enforcement 
matters,  while  the  second  MOU  provides  that  the  AIT  and  CCNAA 
will  facilitate  requests  for  supervisory,  surveillance  and 
investigatory  information  made  by  the  Securities  and  Exchange 
Commission  of  the  Ministry  of  Finance,  the  regulatory  authority 
for  futures  and  options  in  Taiwan. 

In  addition,  on  April  29,  1993,  the  United  States  and  the 
Government  of  the  Kingdom  of  the  Netherlands  signed  a  binding 
agreement  under  international  law  providing  for  comprehensive 
cooperation,  including  information  sharing  and  assistance,  in 
enforcement  matters  between  the  Commission  and  the  Netherlands' 
Ministry  of  Finance.   The  Agreement  also  provides  that  the 
Commission  and  Dutch  regulatory  authorities  may  enter  into 
additional  arrangements  on  regulatory  coordination  matters, 
including,  for  example,  cross-border  financial  monitoring  and 
risk  assessment. 

During  FY  1993,  staff  drafted  two  Federal  Register 
releases,  one  a  Commission  order  permitting  limited  marketing 
activities  in  the  U.S.  by  firms  with  rule  30.10  relief,  and  the 
other  a  Commission  order  broadening  the  scope  of  transactions 
authorized  under  the  19  88  rule  30.10  order  issued  on  behalf  of 
the  Sydney  Futures  Exchange  and  its  members.   Staff  modified  a 
no-action  letter  issued  on  June  25,  1992  concerning  "passing  the 
book"  between  U.S.  firms  and  their  foreign  affiliates,  after 
consultation  with  foreign  authorities,  U.S.  exchanges  and  the 
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Futures  Industry  Association  to  address  jurisdictional  concerns 
of  certain  foreign  jurisdictions. 

Off -Exchange  and  Related  Instruments 

The  Commission  published  for  public  comment  rules  that 
proposed  to  remove  the  prohibition  against  trade  options  on 
agricultural  commodities.   The  proposal  included  eliminating  the 
prohibition  against  pricing  commodity  trade  options  based  on  the 
price  of  futures  contracts  traded  on  or  subject  to  the  rules  of 
any  contract  market,  and  adopted  a  final  rule  amendment  to  this 
effect.   (57  Fed.  Reg.  27921,  June  23,  1992).   The  Commission  is 
continuing  to  review  the  balance  of  the  proposal. 

The  Commission  also  issued  several  no-action  and  exemptive 
letters  relevant  to  trade  options  and  other  off -exchange  trans- 
actions.  For  example,  the  Commission  provided  exemptive  relief 
pursuant  to  Rule  32.4(b)  to  permit  the  offer  and  sale  by  an 
insurance  company  of  certain  off -exchange  options  to  municipali- 
ties for  purposes  of  energy  price  protection.   Separately,  the 
Commission's  Task  Force  on  Off -Exchange  Instruments  issued  no- 
action  relief  with  respect  to  the  offer  and  sale  by  a  large 
commodity  merchant  and  processor  of  options  on  agricultural 
commodities  to  certain  agricultural  processors,  manufacturers  and 
merchants  with  assets  in  excess  of  $10  million  and/or  a  net  worth 
in  excess  of  $5  million  who  would  otherwise  qualify  as  permissi- 
ble trade  option  offerees  under  Rule  32.4(a).   These  options  were 
represented  to  comply  fully  with  the  trade  option  rule  but  for 
the  fact  that  agricultural  commodities  would  be  involved. 

Office  of  Public  Affairs 

The  Office  of  Public  Affairs  (OPA) ,  formerly  the  Office  of 
Communication  and  Education  Services,  serves  as  Commission 
liaison  with  the  news  media,  producer  and  market  user  groups,  and 
the  general  public  to  inform  them  about  the  role  of  futures 
markets,  new  market  instruments,  market  regulation,  and  the 
functions  of  the  Commission. 

During  FY  1993,  OPA  worked  with  more  than  365  domestic  and 
foreign  news  correspondents,  as  well  as  other  regulators  and 
those  with  a  business  interest  in  the  Commission's  activities. 
The  office  circulated  195  press  releases  and  advisories  and  1325 
copies  of  the  Weekly  Advisory,  updated  all  of  its  Backgrounders, 
which  relate  to  specific  areas  of  Commission  activity,  and 
republished  all  of  the  Commission's  brochures,  as  well  as  other 
educational  materials.   Media  outreach  was  further  enhanced  by 
several  OPA  briefings  that  explained  in  detail  a  number  of 
proposed  and  final   Commission  regulations,  and  matters  of  a 
highly  technical  nature. 
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During  FY  1993,  OPA  conducted  47  briefing  sessions  for 
foreign  regulators,  bankers,  investment  brokers,  industry  groups, 
educators,  students,  and  private  citizens  to  acquaint  them  with 
the  purposes  and  functions  of  the  futures  markets  and  the 
organization  and  activities  of  the  CFTC. 

As  part  of  its  continuing  commitment  to  combat  consumer 
fraud,  OPA  translated  several  of  its  consumer- oriented 
publications  into  Chinese  and  Spanish,  and  published  a  revised 
edition  of  the  Commission's  Proceedings  Bulletin,  which  contains 
information  about  the  Commission's  administrative  and  injunctive 
actions.   OPA  maintained  its  high-profile   role  in  providing 
information  about  off -exchange  commodity  fraud  to  consumers  by 
working  with  organizations  such  as  the  American  Association  of 
Retired  Persons,  the  President's  Consumer  Affairs  Council,  the 
Better  Business  Bureau,  the  National  Consumers  League,  and  the 
Alliance  Against  Fraud  in  Telemarketing. 

As  in  past  years,  OPA  worked  closely  with  financial, 
agricultural,  and  educational  groups  to  keep  them  informed  about 
futures  market  issues.   OPA  staff  continued  to  assist  the 
Commission's  Financial  Products  Advisory  Committee,  Regulatory 
Coordination  Advisory  Committee,  and  Agricultural  Advisory 
Committee.   Lastly,  at  the  close  of  FY  1993,  OPA  coordinated  the 
CFTC- sponsored  conference  Over- the -Counter  Derivative  Markets  and 
Their  Regulation:   The  Report  of  the  Commodity  Futures  Trading 
Commission.   This  conference  was  attended  by  over  450 
individuals,  including  over-the-counter  derivative  end-users, 
derivative  dealers,  representatives  from  banks  and  other 
financial  institutions,  academics,  futures  exchange  officials, 
representatives  from  other  financial  regulators,  and 
Congressional  staff  members. 

Office  of  the  Secretariat 

The  Office  of  the  Secretariat  provides  essential  administra- 
tive support  to  the  Chairman,  Commissioners,  and  other  staff 
offices.   Meeting  this  responsibility  involves  many  functions, 
such  as  maintaining  official  agency  records,  scheduling  Commis- 
sion meetings,  responding  to  Freedom  of  Information,  Privacy  and 
Sunshine  Act  requests,  and  providing  information  to  the  public 
and  CFTC  staff. 

In  addition  to  tasks  involving  records  maintenance,  the 
staff  handles  several  thousand  inquiries  annually  from  both  the 
Commission  staff  and  the  general  public  concerning  information 
contained  in  the  official  records.   The  staff  also  received  and 
processed  approximately  500  requests  for  non-public  Commission 
records  and  700  petitions  for  confidential  treatment. 

In  addition  to  its  routine  tasks,  functions,  and  activities, 
the  Secretariat  staff  continued  several  special  projects  in  FY 
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1993.   These  projects  included  the  conversion  of  the  records 
system  to  microfilm  and  the  automation  of  various  logs  and 
indices  of  the  Commission's  official  records.   In  1993,  the 
Secretariat  also  worked  with  the  divisions  in  developing  a 
Commission -wide  automated  document  and  correspondence  index  and 
retrieval  system. 

Office  of  Congressional  and  Governmental  Affairs 

The  Office  of  Congressional  and  Governmental  Affairs  (OCGA) 
is  principally  responsible  for  maintaining  effective  communica- 
tions between  the  Commission  and  Members  of  Congress  and  their 
staffs,  and  for  monitoring  legislation  affecting  the  Commission. 
OCGA  also  serves  as  a  liaison  with  other  federal  agencies  per- 
taining to  issues  of  mutual  interest. 

In  addition  to  preparing  for  hearings  and  providing 
information  to  Congress  on  the  Commission's  agenda  and  regulatory 
program,  OCGA  provides  the  Commission  and  its  staff  with 
information  related  to  actions  taken  by  the  Congress.   OCGA  also 
processes  all  congressional  inquiries  to  the  Commission  and 
ensures  their  timely  response. 

In  FY  1993,  principal  activities  of  OCGA  focused  on  the 
final  passage  and  enactment  of  CFTC  reauthorization  legislation, 
FY  1994  appropriations,  and  numerous  post-reauthorization 
rulemakings  mandated  by  the  new  law. 

Office  of  the  Inspector  General 

The  primary  objectives  of  the  Office  of  the  Inspector 
General  (OIG)  are  to  promote  long-term  efficiency  and  effective- 
ness in  the  administration  and  operation  of  the  agency  and  to 
protect  against  fraud  and  abuse.   OIG's  activities  during  FY  1993 
reflect  these  objectives. 

OIG  devoted  its  audit  resources  to  reviews  of  the  agency's 
internal  control  activities  and  response  to  the  Federal  Managers' 
Financial  Integrity  Act;  the  use  of  advisory  and  assistance 
services;  compliance  with  lobbying  restrictions;  expenditures 
from  the  imprest  fund;  the  effectiveness  of  CFTC's  recruitment 
process;  and  the  operation  of  the  CFTC's  floor  surveillance 
program. 

OIG  also  reviewed  all  proposed  and  final  CFTC  regulations 
and  legislation. 

During  FY  1993,  four  staff -years  were  allocated  to  this 
office.   This  will  remain  constant  in  FY  1994  and  FY  1995. 
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Planned  Activities  (FY  1994) 

Work  on  legislation  reauthorizing  the  Commission  is  expected 
to  begin  in  FY  1994.   Reauthorization  will  entail  analyzing 
proposed  legislative  reforms,  drafting  proposed  amendments,  and 
coordinating  the  Commission's  legislative  agenda  before  Congress. 
The  staff  also  anticipates  that  it  will  need  to  address 
Congressional  inquiries  from  its  oversight  committees  as  well  as 
from  individual  members  of  Congress.   It  seems  likely  that  this 
next  reauthorization  will  involve  complex  legislation  requiring 
substantial  attention  from  all  members  of  the  senior  staff. 

In  FY  1994,  the  CFTC  will  continue  its  regulatory  activities 
related  to  prevention,  detection,  and  prosecution  of  fraud  and 
trading  abuses  and  will  begin  its  next  reauthorization  process. 
Furthermore,  the  Commission  will  continue  working  with  all 
futures  and  option  exchanges,  the  Securities  and  Exchange 
Commission,  the  Board  of  Governors  of  the  Federal  Reserve  System, 
and  the  Department  of  Treasury  to  improve  intermarket 
coordination  and  to  develop  and  implement  appropriate  regulatory 
changes,  as  required  by  the  Market  Reform  Act  of  1990. 

During  FY  1994,  the  Commission  will  review  and  streamline 
rules  governing  commodity  professionals.   These  efforts  include 
rule  amendments  relating  to  commodity  pool  operators  and 
commodity  trading  advisors,  disclosure  requirements,  minimum 
financial  requirements,  and  options  risk  disclosure  requirements. 

International  issues  will  be  a  Commission  priority, 
including  the  establishment  of  additional  cooperative  information 
sharing  arrangements  with  foreign  governments  and/or  self- 
regulatory  organizations  (SROs) .   The  Commission  hopes  to  further 
enhance  the  ability  of  all  users  to  trade  on  U.S.  and 
international  markets  more  efficiently.   The  Commission  will 
particularly  explore  financial  information- sharing  agreements 
with  other  jurisdictions.   One  of  the  areas  that  will  be  a  focus 
is  the  development  of  computerized  trading  in  international 
markets.   The  Commission  will  continue  to  administer  its  foreign 
futures  and  option  rules  to  permit  the  offer  and  sale  of  foreign 
options  in  the  United  States  under  certain  conditions. 

Also,  as  a  part  of  the  Vice  President's  National  Performance 
Review,  staff  will  be  involved  in  the  assessment  of  all  major 
programmatic  and  administrative  functions  to  determine  what 
additional  efficiencies  can  be  achieved.  , 

Impact  of  the  Current  Level  (FY  1995) 

In  the  coming  year  the  Commission  will  continue  to  deal  with 
increasingly  internationally  linked  markets  which  will  in  turn 
require  the  Commission  to  seek  regulatory  coordination  and 
information  sharing  between  jurisdictions. 
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Domestically,  the  Commission  will  address  increasingly 
innovative  derivative  instruments  both  on  and  of f- exchange,  and 
continue  its  mandated  programs  which  ensure  the  financial 
integrity  and  economic  utility  of  futures  and  option  markets 
while  protecting  against  market  manipulation,  fraud  and  other 
abuses.   However,  without  future  staff  growth,  the  Commission 
will  be  less  able  to  respond  to  changes  and  technological 
developments  in  the  markets. 

In  December  of  1994,  the  Commission  will  sponsor  a  Summit  on 
Risk  Management  in  American  Agriculture.   Co-sponsors  will  be  the 
Federal  Crop  Insurance  Corporation  and  several  farm/agri-business 
organizations,  that  are  members  of  the  Commission's  Agricultural 
Advisory  Committee.   The  goal  of  this  educational/outreach  event 
is  to  focus  on  the  importance  of  risk  management  in  every  sector 
of  American  agriculture. 

Impact  of  the  Reduced  Staffing  Level  (FY  1995) 

The  Commission  will  encounter  markets  that  are  increasingly 
linked  in  the  next  year,  requiring  more  regulatory  coordination 
and  increased  information  sharing  between  jurisdictions.   Also, 
within  the  United  States,  the  Commission  will  address  more 
innovative  derivative  instruments  both  on  and  off  exchange. 

With  the  reduction  of  one  staff-year  for  FY  1995  the  Office 
of  Public  Affairs  may  not  be  able  to  expand  its  outreach 
educational  programs  as  previously  planned.   More  individualized 
work  was  planned  to  develop  resource  files  on  economic  and  legal 
subject  areas  to  improve  the  level  of  knowledge  about  the 
Commission  among  concerned  members  of  the  press.   OPA  also 
planned  to  institute  a  pilot  program  of  streamlined  information 
storage  and  retrieval  with  an  electronic  storage  system.   A 
reduced  budget  may  jeopardize  these  projects.   However,  OPA  will 
continue  to  provide  information  to  the  public  and  will  cooperate 
with  the  NFA  in  providing  an  industry-wide  clearinghouse  for 
consumer  information. 

The  Office  of  the  Secretariat  will  continue  to  provide 
administrative  support  to  the  Commission,  manage  records,  and 
process  FOIA,  Privacy  and  Sunshine  Act  requests.    Secretariat 
staff  will  be  working  on  an  agency  committee  charged  with 
reviewing  internal  agency  directives,  as  part  of  the  National 
Performance  Review.   Staff  of  the  Freedom  of  Information  section 
plans  to  conduct  an  agency-wide  review  of  Privacy  Act  Systems 
Notices . 

In  the  coming  year,  the  Office  of  Congressional  and  Govern- 
mental affairs  will  respond  to  the  increased  level  of 
Congressional  interest  in  the  functions  and  operations  of  the 
futures  markets  and  the  jurisdiction  of  the  Commission.   The 
Office  also  will  continue  to  develop  and  enhance  the  working 
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relationship  between  the  CFTC,  appropriate  Congressional  offices, 
other  federal  agencies,  and  the  states.   These  activities  will 
focus  on  sharing  information  and  providing  background  for  pro- 
posed legislative  actions. 

In  FY  1995,  the  Office  of  the  Inspector  General  will  contin- 
ue its  review  of  Commission  activities  as  required  by  the  Inspec- 
tor General  Act.   In  addition  to  carrying  out  the  annual  audits 
required  by  law,  the  Office  intends  to  focus  the  balance  of  its 
audit  resources  on  information  flows  throughout  the  Commission. 
This  process  will  provide  an  assessment  of  whether  all  Commission 
officials  are  receiving  information  they  require  quickly  enough 
to  efficiently  allocate  resources  to  accomplish  the  Commission's 
priority  goals. 


587 


32 

ENFORCEMENT 

The  Division  of  Enforcement  is  the  law  enforcement  arm  of 
the  Commission.   It  operates  an  enforcement  program  which  seeks 
to  foster  compliance  with  the  provisions  of  the  Commodity  Ex- 
change Act  and  Commission  regulations  through  effective  civil, 
administrative,  and  criminal  prosecution  of  violators. 

Sections  6(c)  and  8  of  the  Commodity  Exchange  Act  authorize 
investigations  of  trade  practice  abuses,  fraudulent  sales  prac- 
tices, manipulative  activities,  and  other  violations  of  the  Act. 
The  Division  of  Enforcement  initiates  these  investigations  based 
on  information  obtained  by  Commission  surveillance  and  oversight 
staff,  referrals  from  federal,  state  and  international  agencies 
and  self -regulatory  organizations,  public  inquiries  such  as 
customer  complaints  received  through  the  Commission's  reparations 
program,  and  other  sources. 

Commission  investigations  may  result  in  enforcement  prose- 
cutions either  in  federal  district  court  or  before  the  Commis- 
sion's administrative  law  judges.   Such  civil  and  administrative 
prosecutions  serve  to  restrain  and  deter  individuals  and  firms 
from  victimizing  customers  and  other  market  users  through 
fraudulent  and  deceitful  practices.   Prosecutions  under  the  Act 
and  Commission  regulations  also  protect  the  legitimate  hedging 
and  pricing  functions  of  futures  markets  from  the  economic 
inefficiencies  created  by  fraud  and  other  abuse.   As  a  result, 
enforcement  activities  operate  to  strengthen  investor  confidence 
in  the  integrity  and  utility  of  commodity  futures  and  option 
markets . 

After  initial  civil  or  administrative  prosecution,  the 
Enforcement  program  provides,  where  practical,  for  follow-up 
through  contempt  proceedings  and  other  actions  to  obtain  compli- 
ance with  court  and  Commission  orders.   The  Enforcement  Division 
refers  criminal  violations  to  the  Department  of  Justice  for 
prosecution  and  provides  expert  assistance  to  state  and  federal 
prosecutors  to  the  extent  that  resources  allow. 

CFTC  enforcement  actions  cover  such  diverse  and  complex 
violations  as: 

-  cheating  and  defrauding  of  customers  through  fraudulent 
sales  solicitations,  often  via  telemarketing; 

-  other  forms  of  cheating  and  defrauding  by  commodity 
professionals,  including  churning,  mis-allocation  of 

trades,  and  unauthorized  trading ; 

-  floor  trading  abuses,  which  can  result  in  customer  fraud, 
and  include  bucketing  of  orders,  accommodation  trades, 
prearranged  trading,  wash  trades,  fictitious  trading, 
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causing  non-bona  fide  prices  to  be  reported,  and 
noncompetitive  execution  of  customer  orders; 

-  misuses  of  customer  funds; 

-  price  manipulations; 

-  sale  of  illegal  commodity  instruments; 

-  violations  of  reporting  requirements; 

-  violations  of  financial  integrity  regulations; 

-  violations  of  recordkeeping  requirements; 

-  misrepresentations  by  commodity  pool  operators  and 
commodity  trading  advisors  of  trading  results  or 
fee  arrangements;  and 

-  violations  of  speculative  position  limits. 

The  staff  also  investigates  and  prosecutes  cases  involving 
persons  who  may  be  unfit  to  be  registered  as  floor  brokers  and 
floor  traders  under  the  Commodity  Exchange  Act. 

Investigations  and  litigation  under  the  Commodity  Exchange 
Act  often  are  complex  and  document  intensive.   In  addition,  the 
development  of  innovative  financial  instruments  in  recent  years 
has  led  to  judicial  decisions  adopting  novel  interpretations  of 
the  Act's  jurisdictional  provisions.   Unsettled  legal  issues  thus 
can  and  sometimes  do  arise  in  enforcement  actions  and  other 
litigation  under  the  Act.   The  Futures  Trading  Practices  Act  of 
1992  includes  significant  amendments  and  new  authorities  that  may 
add  to  the  issues  for  possible  litigation.   Moreover,  federal 
district  judges  often  have  little  experience  with  futures 
industry  practices  and  products,  and  can  require  a  good  deal  of 
background  information  during  the  course  of  a  case.   These 
factors  and  others  increase  the  need  for  enforcement  resources. 
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Resource  Changes  (FY  1995) 

The  Commission  anticipates  that  the  Enforcement  Program  will 
be  increased  by  $774,000  and  reduced  by  two  staff -years  in  FY 
1995.   Total  request  for  FY  1995:   $13,177,000. 


FY  1993 
Actual 


FY  1994 

Estimate 


FY  1995 
Request 


Staff-Years  (FTE) : 

Obligations  (000) : 
Comp/Benef its 
Other  (Direct) 
Other  (Pro  rata) 

Total 


152 


$   9,399 
679 

2.107 

$  12,185 


149 


$   9,658 

733 

2.012 

$  12,403 


147 


$   9,877 

745 

2.555 

$  13,177 


Accomplishments  (FY  1993) 

Over  50  percent  of  the  Division's  professional  staff  hours 
during  FY  1993  were  devoted  to  litigating  cases  brought  before 
federal  courts  and  Commission  ALJs .   In  FY  1993,  the  Commission 
filed  11  civil  injunctive  actions  and  45  administrative 
proceedings.   The  staff  added  these  cases  to  its  existing 
workload  of  117  cases  pending  at  the  beginning  of  the  fiscal 
year.   Fifty- four  cases  were  completed  during  the  same  period. 

Sixty- four  percent  of  the  professional  staff  resources  that 
were  devoted  to  litigation  during  the  fiscal  year  were  spent  on 
fraud- related  cases.   For  the  most  part,  the  alleged  fraud  was 
conducted  through  telemarketing.   Fraud  matters  historically  have 
been  the  Division's  highest  priority,  with  resource  demands  in 
this  area  consistently  near  or  above  60  percent  of  the  Division's 
total  professional  staff  time  during  the  last  five  fiscal  years. 

In  recent  years  the  Commission  has  noted  an  increase  in 
sales  solicitation  schemes  targeted  at  specific  ethnic  groups. 
During  the  past  two -and -one -half  years,  the  Commission  has  taken 
an  aggressive  stance  in  prosecuting  cases  involving  illegal 
activity  toward  affinity  group  customers.   In  January  1993,  the 
Commission  filed  two  separate  injunctive  cases  alleging  that  the 
defendants  were  offering  and  selling  illegal  off-exchange  futures 
contracts  to  individuals  in  the  Asian  communities  in  New  York  and 
California.   In  both  cases,  the  federal  district  court 
immediately  issued  an  ex  parte  order  freezing  the  defendants' 
assets  and  protecting  and  granting  Commission  access  to  books  and 
records . 
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In  May  1993,  the  Commission  filed  three  administrative  cases 
in  connection  with  the  events  preceding  the  August  1990  collapse 
of  Stotler  and  Company.   Included  as  respondents  in  the  actions 
are  the  accounting  firm  of  Coopers  &  Lybrand,  the  Chicago  Board 
of  Trade,  and  three  officers  of  Stotler  affiliated  firms.   These 
cases  are  in  addition  to  two  cases  filed  in  previous  fiscal 
years . 

During  FY  1993,  litigation  alleging  trade  practice  abuses  on 
exchange  floors  accounted  for  the  second  highest  concentration  of 
Division  litigation  resources.   A  significant  portion  of  that 
time  stems  from  litigation  which  evolved  from  the  Commission's 
investigation  of  trading  practices  on  New  York  futures  exchanges. 
As  of  the  end  of  FY  1993,  the  Commission  had  alleged  that  a  total 
of  42  persons  and  six  firms  engaged  in  violations  involving  floor 
trading  that  include  fraud,  non- competitive  execution  of  trades, 
bucketing  of  customer  orders,  and  failure  to  retain  required 
trading  records.   Thus  far,  19  individuals  and  all  six  firms  have 
entered  into  settlements  with  the  Commission.   Pursuant  to  these 
settlements,  14  of  the  19  individuals  agreed  to  the  revocation  of 
their  floor  broker  registrations.   In  addition,  ten  individuals 
and  three  firms  agreed  to  pay  civil  monetary  penalties  totalling 
$925,000.   The  Division  also  has  instituted  statutory 
disqualification  proceedings  against  four  other  individuals, 
resulting  in  conditional  registrations  for  those  individuals. 

The  Commission's  cooperative  investigation  with  the  Federal 
Bureau  of  Investigation  ("FBI")  and  the  U.S.  Attorney's  Office  in 
Chicago  into  alleged  trade  practice  abuses  on  the  floors  of  the 
two  largest  Chicago  exchanges  resulted  in  the  filing  of  17  cases 
this  fiscal  year.   The  Commission  brought  separate  administrative 
actions  against  ten  individuals  who  have  been  convicted  of 
criminal  activities.   The  complaints  allege  that  the  respondents 
violated  trade  practice  and,  in  four  cases,  anti- fraud  provisions 
of  the  Act  and  Commission  Regulations  by,  among  other  things, 
engaging  in  noncompetitive  and  accommodation  trading.   The 
Commission  also  filed  separate  notices  of  intent  to  deny  the 
applications  for  registration  as  floor  traders  of  seven 
individuals  who  previously  were  convicted  of  one  or  more  felonies 
resulting  from  the  joint  investigation.   The  notices  of  intent 
allege  that  the  traders'  convictions  on  felony  counts  constitute 
a  statutory  disqualification  from  registration. 

As  part  of  its  federal  court  litigation,  in  appropriate 
circumstances  the  Division  has  continued  to  use  authority  to  seek 
ex  parte  restraining  orders,  and  obtained  such  orders  in  eight 
cases  in  FY  1993. 

In  addition  to  the  litigation  activities  just  described,  the 
Division  devoted  nearly  50  percent  of  its  professional 
operational  staff  hours  to  investigations  and  cooperative  en- 
forcement matters  during  FY  1993.   Compared  with  the  prior  fiscal 
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year,  this  represents  approximately  an  18  percent  decrease  in  the 
level  of  professional  resources  devoted  to  those  general  areas. 
These  resources  were  shifted  to  litigate  cases  that  resulted  from 
investigations  completed  earlier  in  the  fiscal  year  and  in  past 
fiscal  years.   During  the  fiscal  year,  the  Commission  completed 
96  investigations.   The  Commission  also  opened  89  new  investiga- 
tions during  that  same  time  period,  which  were  added  to  the 
workload  of  104  investigations  pending  at  the  beginning  of  the 
fiscal  year. 

As  is  the  case  with  litigation  resources,  during  this  fiscal 
year  the  vast  majority  of  the  Division's  investigative  efforts 
involved  fraud  and  trade  practice  matters.   Indeed,  open  trade 
practice  and  fraud- related  matters  historically  have  accounted 
for  the  highest  concentrations  of  both  investigation  and  litiga- 
tion resources  in  the  Division. 

By  far  the  largest  percentage  of  the  Division's 
investigative  resource  commitment  is  devoted  to  investigations  of 
possible  fraud.   This  resource  commitment  in  large  part  manifests 
the  Commission's  continued  attention  to  solicitation  fraud,  often 
involving  telemarketing.   Along  with  prosecuting  both  unregis- 
tered and  registered  firms  that  engage  in  boiler  room  style  sales 
practices,  the  Division  has  increased  its  efforts  to  obtain 
administrative  and  other  remedies  from  individual  salespersons 
who  engage  in  fraud.   The  percentage  of  Division  professional 
time  devoted  to  investigations  of  such  associated  persons  has 
more  than  doubled  since  FY  1991.   While  the  Division  concentrates 
resources  on  firm- wide  and  office-wide  fraudulent  practices, 
investigations  and  prosecutions  of  individuals  should  signal  to 
them  that  they  risk  their  personal  licenses,  potential  monetary 
penalties,  and  other  sanctions  if  they  deal  fraudulently  with 
their  customers.   In  recent  years,  the  Division  also  has 
emphasized  efforts  to  impose  upstream  liability  on  managers  and 
owners  of  firms  or  persons  engaging  in  fraud  or  other  violations.' 
Individual  managers  may  be  held  responsible  as  controlling 
persons  who  either  knowingly  induced  the  wrongdoing  or  failed  to 
act  in  good  faith  or  as  supervisors  who  failed  to  supervise 
diligently  the  salespeople  working  under  them. 

The  Division  also  has  continued  investigative  efforts 
directed  at  possible  fraud  by  commodity  pool  operators  (nCP0sn) 
and  commodity  trading  advisors  ("CTAs").   These  efforts  have 
accompanied  a  general  increase  in  the  amount  of  managed  funds  and 
the  number  of  commodity  pools  and  managed  accounts.   An  industry 
group  estimates  that  total  managed  futures  accounts  grew  from 
roughly  $16  billion  at  the  end  of  1989  to  roughly  $21  billion  as 
of  December  31,  1993.   The  number  of  registered  CTAs  and  CPOs 
also  rose  during  that  time.   During,  the  same  period,  the  number 
of  open  Division  investigations  in  the  CPO/CTA  fraud  area 
increased  by  nearly  two- thirds. 
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Investigations  of  possible  trade  practice  abuses  are  a 
central  part  of  the  Commission's  regulation  of  futures  and 
commodity  options  exchanges.   These  investigations  necessarily 
require  substantial  resources.   Improvements  in  the  audit  trail 
which  help  to  detect  potential  trading  abuses  have  not  eliminated 
the  need  for  painstaking  examination  of  trading  records  to 
acquire  the  type  and  amount  of  admissible  evidence  needed  to 
prove  trade  practice  violations  in  an  enforcement  .action.   Thus, 
trade  practice  investigations  generally  require  staff 
investigators  and  attorneys  to  obtain  and  review  voluminous 
records,  often  stemming  from  very  active  markets.   The  Division's 
efforts  in  this  area,  however,  should  yield  future  benefits  by 
acting  as  a  deterrent  because  they  establish  the  principle  that 
serious  violations  of  the  commodities  law  on  the  exchange  floors 
will  be  vigorously  prosecuted. 

Trade  practice  matters  usually  involve  floor  brokers  and 
traders,  who  are  not  members  of  the  NFA  and,  accordingly,  are 
beyond  its  sanctioning  authority.   Similarly,  exchange  discipli- 
nary proceedings  can  address  only  conduct  on  the  particular 
exchange  and  impose  penalties  that  relate  solely  to  that  ex- 
change.  In  contrast,  the  Commission  can  prohibit  individuals  and 
firms  from  trading  on  all  exchanges.   Consequently,  only  the 
Commission  can  fully  investigate  and  sanction  the  entire  range  of 
trade  practice  violations,  which  can  defraud  customers  and 
seriously  impair  the  price  discovery  and  hedging  functions  of  the 
futures  markets. 

The  Commission  continued  to  participate  in  the  interagency 
Securities  and  Commodities  Fraud  Working  Group.   The  group  was 
organized  to  facilitate  and  encourage  effective  prosecution  of 
fraud  involving  securities  and  commodities.   Participants  include 
various  United  States  Attorneys,  the  Securities  and  Exchange 
Commission,  Federal  Trade  Commission,  FBI,  IRS,  the  Postal 
Inspection  Service,  the  National  Association  of  Attorneys  Gener- 
al, state  enforcement  officials,  and  various  securities  and 
futures  exchanges.   During  FY  1993,  the  Commission  also  continued 
to  participate  in  the  interagency  working  group  on  telemarketing 
fraud,  which  was  formed  in  FY  1992. 

Due  to  budget  constraints,  the  Division  significantly 
reduced  its  seminar  program  to  educate  state,  local,  and  federal 
civil  and  criminal  officials  about  the  Commodity  Exchange  Act  and 
commodity  related  fraud.   Division  staff  conducted  only  one 
seminar  during  FY  1993,  the  Eighth  Annual  Northwest  Regional 
Enforcement  Seminar  in  Vancouver,  British  Columbia.   In  FY  1992, 
seven  seminars  were  held.   Division  staff  also  participated  in 
two  North  American  Securities  Administrators  Association 
conferences  during  the  fiscal  year. 

The  Division  also  was  active  in  negotiating  and  implementing 
international  information- sharing  and  enforcement  Memoranda  of 
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Understanding  ("MOUs").   During  the  fiscal  year,  the  Commission 
entered  into  an  MOU  with  the  Comision  Nacional  del  Mercado  de 
Valores  of  Spain,  Spain's  securities  and  futures  regulatory 
authority,  and  an  MOU  with  the  American  Institute  in  Taiwan 
("AIT")  and  the  Coordination  Council  for  North  American  Affairs 
("CCNAA").   The  first  MOU  provides  a  framework  for  information 
sharing  between  the  regulators  on  enforcement  matters,  while  the 
second  MOU  provides  that  the  AIT  and  CCNAA  will  facilitate 
requests  for  supervisory,  surveillance  and  investigatory 
information  made  by  the  Securities  and  Exchange  Commission  of  the 
Ministry  of  Finance,  the  regulatory  authority  for  futures  and 
options  in  Taiwan. 

In  addition,  on  April  29,  1993,  the  United  States  and  the 
Government  of  the  Kingdom  of  the  Netherlands  signed  a  binding 
agreement  under  international  law  providing  for  comprehensive 
cooperation,  including  information  sharing  and  assistance,  in 
enforcement  matters  between  the  Commission  and  the  Netherlands' 
Ministry  of  Finance.   The  Agreement  also  provides  that  the 
Commission  and  Dutch  regulatory  authorities  may  enter  into 
additional  arrangements  on  regulatory  coordination  matters, 
including,  for  example,  cross-border  financial  monitoring  and 
risk  assessment. 

The  enactment  of  the  Futures  Trading  Practices  Act  of  1992 
also  made  possible  the  full  implementation  of  the  previously 
negotiated  Administrative  Agreement  between  the  Commission  and 
France's  Commission  des  Operations  de  Bourse,  a  binding  agreement 
under  international  law  that  provides  for  comprehensive 
assistance  in  enforcement  of  commodity  futures  and  options  laws 
of  the  United  States  and  France. 

As  a  member  of  Working  Party  No.  4  of  the  Technical 
Committee  of  the  International  Organization  of  Securities 
Commissions,  the  Commission,  represented  by  the  Division,  took  a 
leading  role  in  preparing  a  report  to  the  Technical  Committee 
entitled  "Protecting  the  Small  Investor:   Combatting 
Transnational  Retail  Securities  and  Futures  Fraud."   The  report 
was  approved  by  the  Technical  Committee  and  published  in  October 
of  1993.   Finally,  the  Division  has  acted  in  an  advisory  capacity 
to  the  U.S.  delegation  to  the  Financial  Action  Task  Force 
("FATF"),  which  is  working  to  improve  efforts  to  combat  money 
laundering.   FATF  includes  participants  from  approximately  15 
countries . 

Civil  Injunctive  Actions:   The  civil  injunctive  actions 
brought  and  injunctive  relief  ordered  during  FY  1993  in  the 
federal  district  courts  included: 

o    An  order  by  a  federal  district  court  directing  the 

defendant,  who  committed  fraud  in  connection  with  the 
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operation  of  an  unregistered  CPO  and  FCM,  to  disgorge 
$21  million  to  former  customers. 

The  filing  of  four  separate  injunctive  actions  alleging 
that  the  defendants  offered  and  sold  illegal  off- 
exchange  futures  contracts  and  in  two  cases  committed 
fraud  in  connection  with  the  offer  and  sale  of  those 
contracts.   In  all  four  cases,  the  federal  district 
courts  involved  issued  an  ex  parte  order  freezing  the 
defendants'  assets,  protecting  and  granting  Commission 
access  to  books  and  records,  and  appointing  a  receiver. 
Subsequently,  in  one  case  the  defendants  consented  to 
the  entry  of  permanent  injunctions  and  the  three  others 
preliminary  injunctions  have  been  issued. 

An  injunctive  action  alleging  that  a  foreign  national 
residing  in  the  United  States  and  five  entities 
controlled  by  him  violated  anti- fraud  and  registration 
provisions  of  the  Act  by  soliciting  foreign  citizens  to 
invest  in  commodity  futures  contracts  traded  on  U.S. 
futures  exchanges.   On  the  day  the  complaint  was  filed, 
the  federal  district  court  issued  an  ex  parte  order 
freezing  the  defendants'  assets,  protecting  and 
granting  Commission  access  to  books  and  records,  and 
appointing  a  receiver. 

An  order  by  a  federal  district  court  directing  the 
defendant,  who  committed  fraud  in  connection  with  the 
solicitation  of  participants  for  an  unregistered 
commodity  pool,  to  disgorge  $20,272,000  of  customer 
funds. 

An  injunctive  action  alleging  that  an  individual  and 
two  firms  violated  the  anti- fraud  and  registration 
provisions  of  the  Act  and  Commission  Regulations  in 
connection  with  the  operation  of  unregistered  commodity 
pools.   The  day  after  the  complaint  was  filed  the 
federal  district  court  issued  an  ex  parte  order 
freezing  the  defendants'  assets,  protecting  their  books 
and  records,  granting  Commission  access  to  those  books 
and  records,  and  appointing  a  receiver. 

A  two  count  injunctive  complaint  filed  against  a  firm 
and  two  individuals  alleging  fraud  in  connection  with 
the  solicitation  of  customer  commodity  option  accounts 
and  failure  to  supervise  the  handling  of  customer 
accounts. 


Administrative  Proceedings:  In  the  administrative  forum, 
the  Commission's  cases  filed  and  settlements  reached  during  FY 
1993  included: 
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The  filing  of  a  ten  count  administrative  complaint 
against  a  futures  exchange  alleging  that  it  failed  to 
notify  the  Commission  as  required  regarding  a  member 
FCM's  financial  problems  and  that  it  failed  to  enforce 
its  own  rules  to  ensure  the  financial  integrity  of  that 
same  firm. 

An  administrative  complaint  filed  against  an  FCM's 
chief  executive  officer,  chief  financial  officer  and 
the  firm's  accounting  firm  alleging  that  the 
individuals  violated  capitalization  and  reporting 
provisions  of  the  Act  and  Commission  Regulations.   The 
complaint  charges  the  accounting  firm  with  violating 
Commission  Regulations  by  failing  to  perform  audits 
according  to  generally  accepted  auditing  standards. 
The  accounting  firm  settled  the  charges  against  it  by 
agreeing  to  the  entry  of  a  cease  and  desist  order  and 
the  payment  of  a  $400,000  civil  monetary  penalty. 

A  five  count  complaint  filed  charging  a  CPO's  president 
and  chief  financial  officer  with  defrauding 
participants  in  two  commodity  pools.   This  complaint 
also  charges  the  accounting  firm  that  audited  the 
pools'  operations  with  failing  to  perform  those  audits 
according  to  generally  accepted  auditing  standards. 
The  accounting  firm  settled  the  charges  against  is  by 
paying  a  $100,000  civil  monetary  penalty  and  consenting 
to  the  entry  of  a  cease  and  desist  order. 

Nine  separate  administrative  actions  charging  current 
floor  brokers  with  various  trade  practice  violations. 
One  respondent  also  was  charged  with  fraud.   The 
Commission  also  is  seeking  to  have  the  respondents' 
registrations  revoked. 

The  filing  of  a  four  count  administrative  complaint 
charging  that  three  individuals  traded  noncompetitively 
for  the  purpose  of  passing  money  among  themselves  and 
others. 

An  administrative  complaint  filed  against  ten  floor 
brokers  alleging  fraud  in  connection  with  the  handling 
of  customer  orders  on  the  floors  of  three  New  York 
futures  exchanges.   Generally,  the  transactions  involve 
noncompetitive  trading  to  enable  the  executing  broker 
and  the  opposite  trader  to  change  the  execution  price 
to  favor  the  opposite  broker  and  to  enable  the 
executing  broker  to  take  the  opposite  side  of  his 
customer  orders.   The  transactions  also  include 
improperly  offsetting  one  customer  order  against 
another.   One  respondent  settled  the  charges  against 
him  by  consenting  to  the  entry  of  a  cease  and  desist 
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order,  a  suspension  of  his  trading  privileges  and  the 
payment  of  a  $30,000  civil  monetary  penalty. 

o    The  filing  of  a  seven  count  administrative  complaint 
against  five  floor  brokers  alleging  noncompetitive 
trading  which  enabled  one  of  the  respondents  to  trade 
for  his  own  account  indirectly  opposite  his  customers. 
That  respondent  also  is  charged  with  changing  the  price 
on  executed  customer  orders  to  benefit  the  opposite 
trader.   The  other  respondents  are  charged  with 
accommodating  those  noncompetitive  trades.   One 
respondent  settled  the  charges  against  him  by  agreeing 
to  the  entry  of  a  cease  and  desist  order,  the  payment 
of  a  $15,000  civil  monetary  penalty,  and  to  suspensions 
of  his  registration  and  trading  privileges. 

o    A  two  count  administrative  complaint  filed  against  an 
FCM  and  two  individuals  alleging  that  the  respondent 
willfully  transmitted  false  month-end  account  statement 
to  customers  of  an  unregistered  CPO.   The  respondents 
simultaneously  settled  the  charges  by  agreeing  to  the 
entry  of  cease  and  desist  orders  and  to  pay  civil 
monetary  penalties  totalling  $365,000.   One  individual 
also  agreed  to  a  60  day  suspension  of  his  AP 
registration. 

Relief  Obtained:   In  administrative  proceedings  completed 
during  the  fiscal  year,  civil  penalties  totalling  $3,313,100 
imposed,  of  which  $263,100  is  subject  to  appeal.   Sanctions  and 
other  relief  obtained  in  civil  injunctive  and  administrative 
cases  during  FY  1993  were  as  follows: 

o     Persons  preliminarily  enjoined:  36 

o    Persons  permanently  enjoined:  30 

o    Persons  against  whom  cease  and 

desist  orders  were  entered:  54 

o    Persons  whose  registrations  were 

either  suspended,  denied  or  revoked:  32 

o    Persons  prohibited  from  trading:  24 

o    Number  of  persons  subject  to  civil 

penalty  assessments:  36 

o    Dollar  amount  of  civil  penalty 

assessments:  $3,313,100 
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In  addition,  as  a  result  of  the  Commission's  civil  injunc- 
tive actions,  approximately  $3,583,310  in  customer  funds  and 
other  assets  were  placed  under  the  protection  of  receivers  for 
eventual  distribution  to  customers. 

Assistance  in  Criminal  Actions:   In  addition  to  bringing 
civil  and  administrative  proceedings  on  behalf  of  the  Commission, 
the  enforcement  staff  provided  expert  investigative  and  technical 
support  to  United  States  Attorneys'  offices  for  the  investigation 
and  prosecution  of  criminal  violations  of  the  Act  and  other 
statutes.   During  FY  1993,  such  cases  included: 

o    The  simultaneous  service  of  a  federal  court  ex  parte 

order  obtained  in  a  Commission  injunctive  action  and  a 
search  warrant  in  connection  with  a  joint  investigation 
by  the  Commission  and  the  State  of  California  criminal 
authorities. 

o    The  felony  convictions  and  sentencing  of  six  traders 
for  various  trade  practice  violations  and  fraud.   The 
defendants  entered  guilty  pleas  to  their  respective 
charges  and  received  sentences  which  included 
imprisonment  followed  by  probation  and  fines. 

o    The  sentencing  of  six  other  traders  after  their  guilty 
pleas  to  misdemeanor  charges  stemming  from  trade 
practice  violations.   The  six  were  each  sentenced  to 
two  years  probation  and  ordered  to  pay  fines  ranging 
from  $1,000  to  $5,000. 

o    The  indictment  of  two  individuals  on  six  counts  of  wire 
fraud  stemming  from  their  trading  activities  on  the 
floor  of  a  commodities  exchange. 

o    The  indictment  of  an  individual  who  operated  an 

unregistered  commodity  pool  on  11  counts  of  mail  fraud 
and  two  counts  of  interstate  transportation  of  money. 

Planned  Activities  (FY  1994) 

The  Commission's  FY  1994  budget  resulted  in  a  reduction  of 
three  staff  years  in  the  Division's  authorized  FTE  level.   This 
staff  reduction  will  limit  the  Division's  ability  to  investigate 
and  prosecute  violations  of  the  Act  and  Commission  regulations. 

The  Commission  is  seeking  to  implement  its  FY  1994  budget 
through  continued  hiring  restrictions.   This  situation  already  is 
affecting  the  Division's  operations.   The  Division  of  Enforcement 
is  experiencing  an  increase  in  litigation  demands  from  cases 
filed  against  individuals  (who  have  incentives  to  litigate 
vigorously  to  preserve  their  licenses  and  personal  trading 
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privileges)  and  significant  and  complex  fraud  and  other  cases. 
Once  a  lawsuit  is  filed,  the  Division  must  meet  court  schedules 
and  comply  with  resource  intensive  procedural  requirements  such 
as  civil  discovery  and  motions  practice.   As  a  result,  ongoing 
litigation  must  take  priority  over  investigations,  which  can  be 
conducted  on  more  flexible  schedules.   As  investigations  are 
completed,  the  Division's  limited  resources  will  have  to  be 
shifted  to  litigate  ensuing  enforcement  actions.   The  problem 
will  be  exacerbated  because  the  Division  will  continue  to  face 
litigation  demands  from  cases  filed  in  prior  years.   As  a  result, 
the  Division  is  likely  to  stretch  out  schedules  for  some 
investigations  and  be  far  more  conservative  in  deciding  which 
investigative  leads  to  pursue. 

Staff  attrition  has  affected  units  unevenly,  requiring  the 
Division  to  assign  matters  that  ordinarily  would  be  handled  in 
one  unit  to  other  units.   Due  to  restrictions  on  the  Division's 
ability  to  replace  departing  staff,  additional  attrition  may 
reduce  or  eliminate  the  Division's  ability  to  shift  resources  to 
meet  emergency  cases,  such  as  those  involving  sudden  financial 
problems  at  a  brokerage  firm  carrying  customer  funds,  or 
instances  where  individuals  appear  ready  to  abscond  with  large 
sums  of  customer  money.   This  situation  may  be  exacerbated 
because  in  FY  1993,  the  Commission  adopted  final  regulations 
requiring  the  registration  of  floor  traders  as  required  by  the 
Futures  Trading  Practices  Act  of  1992.   The  Division  will  be 
required  to  bring  and  litigate  proceedings  against  a  number  of 
individuals  who  are  subject  to  statutory  disqualifications  but 
who  nonetheless  seek  registration  under  this  new  registration 
requirement . 

Although  the  Division  will  attempt  to  continue  its  commit- 
ment of  staff  to  cooperative  law  enforcement  matters,  the  con- 
straints in  the  proposed  budget  will  likely  necessitate  reducing 
the  Division's  efforts  in  that  area  as  well.   For  example,  the 
Division  is  unlikely  to  have  the  resources  needed  to  provide  the 
type  of  significant  staff  support  that  was  crucial  to  the  success 
of  criminal  prosecutions  of  trading  abuses  in  New  York  and 
Chicago. 

Based  on  these  factors,  the  Division  estimates  that  it  will 
open  fewer  investigations  and  cases  in  FY  1994  than  in  FY  1993. 
Accordingly,  the  Division  estimates  that  it  will  open 
approximately  50  cases  and  complete  54,  cases  during  FY  1994.   The 
Division  expects  to  open  73  investigations  and  complete  78  in  FY 
1994. 

Solicitation  fraud  and  abuses  on  exchange  floors  will 
continue  to  be  the  Division's  highest  priorities.   Although  the 
Division  will  continue  its  efforts  to  prosecute  boiler-room  fraud 
involving  futures  and  commodity  options,  with  Enforcement  staff 
level  reduced,  state  enforcement  agencies  may  receive  very 
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limited  support  from  the  Commission  in  policing  fraud  by 
unregistered  firms.   State  agencies  face  their  own  budget 
constraints,  and  may  lack  the  jurisdiction  or  resources  to  pursue 
interstate  frauds  that  do  not  have  a  major  effect  on  citizens  of 
their  state.   These  factors  have  made  Commission  enforcement 
efforts  critical  in  this  area.   The  Division  now  may  be  required 
to  restrict  its  efforts  to  Commission  registrants  --  those 
individuals  and  firms  over  whom  the  Commission  has  exclusive 
jurisdiction. 

The  Division  will  continue  its  participation  in  the  inter- 
agency Securities  and  Commodities  Fraud  Working  Group  and  in  the 
Telemarketing  Fraud  Working  Group.   It  also  will  seek  to  maintain 
its  routine  contacts  with  the  Department  of  Justice  and  United 
States  Attorneys.   However,  while  the  Division  will  continue  to 
coordinate  with  other  agencies  and  encourage  federal  criminal 
prosecution  of  commodities  fraud  in  appropriate  circumstances,  it 
may  be  unable  to  provide  staff  to  work  on  specific  matters. 

In  addition,  the  Division  may  be  unable  to  sustain  its 
program  to  assist  state  and  other  law  enforcement  officials 
through  seminars  at  anywhere  near  its  past  level .   For  more  than 
a  decade,  the  Division  has  organized  and  presented  educational 
programs  for  law-enforcement  officials,  with  support  from  other 
staff  of  the  Division  of  Enforcement  and  other  operating  divi- 
sions of  the  Commission.   The  lectures  and  materials  provided  to 
the  participants  described  the  operations  of  legitimate  commodity 
markets,  the  methods  employed  by  commodity  bucket  shop  operators, 
and  approaches  for  investigating  and  prosecuting  commodity 
related  offenses.   Generally,  panelists  or  attendees  included 
representatives  of  United  States  Attorneys'  Offices,  District 
Attorneys'  offices,  State  Attorneys'  General  offices,  the  FBI, 
United  States  Postal  Inspection  Service,  United  States  Customs 
Service,  Securities  and  Exchange  Commission,  Federal  Trade 
Commission,  National  Futures  Association,  Internal  Revenue 
Service,  state  securities  and  banking  regulators,  and  state  and 
local  police.   During  FY  1994,  the  Division  plans  to  conduct  only 
the  Ninth  Annual  Northwest  Regional  Enforcement  Seminar  in 
Seattle,  Washington  and  one  other  seminar. 

Given  the  internationalization  of  futures  markets  and 
business  in  general,  the  Division  anticipates  that  more  of  its 
investigations  and  cases  will  involve  foreign  activity.   In 
addition,  as  has  been  the  case  in  recent  fiscal  years,  requests 
for  assistance  from  the  Division  by  foreign  governmental 
authorities  are  likely  to  increase.   The  Division  also  will  face 
additional  resource  demands  as  a  result  of  the  authority  granted 
in  the  Futures  Trading  Practices  Act  of  1992,  which  permits  the 
Commission  to  exercise  its  compulsory  powers  on  behalf  of  foreign 
authorities.   The  Division  may  be  required  to  curtail  its 
cooperation  with  foreign  authorities,  which  may  in  turn  jeopar- 
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dize  the  Commission's  ability  to  obtain  reciprocal  cooperation  in 
its  own  enforcement  actions. 

In  addition,  the  Futures  Trading  Practices  Act  of  1992 
provided  for  increased  sanctions  and  remedies  for  violations  of 
the  Act  and  Commission  Regulations.   While  the  increased 
penalties  are  likely  to  deter  wrongdoing,  they  also  may  create 
incentives  for  respondents  to  prolong  litigation.    Litigation 
demands  also  may  increase  as  the  federal  courts  and  the 
Commission's  administrative  law  judges  familiarize  themselves 
with  these  and  other  new  provisions  of  the  Act. 

Additional  demands  also  will  be  placed  on  Division  staff  as 
the  Commission  prepares  for  the  1995  reauthorization.   Staff 
preparing  for  and  responding  to  reauthorization  issues  are 
unavailable  for  other  Division  programs. 

Impact  of  the  Current  Level  (FY  199  5) 

Continuing  the  reduced  staff  level  into  FY  1995  would 
compound  the  strains  on  the  enforcement  program.   To  deter  and 
detect  abuses  effectively,  the  enforcement  program  must  maintain 
a  credible  presence  throughout  the  industry.   Moreover,  the  in- 
creasingly sophisticated  nature  of  financial  transactions  and 
services  requires  a  commensurate  increase  in  the  intensity  and 
sophistication  of  enforcement  efforts.   The  Division  must  develop 
the  appropriate  new  expertise  while  continuing  to  police  tradi- 
tional abuses.   At  the  same  time,  the  Commission  must  retain  the 
flexibility  to  focus  additional  resources  when  needed  in  areas  of 
particular  concern. 

The  projected  freeze  in  Division  staff  level  may  prevent  it 
from  achieving  these  goals.   Continued  hiring  restrictions  and 
attrition  may  reduce  some  Division  units  below  the  minimum  level 
needed  to  function  effectively.   At  its  reduced  level,  the 
Division  will  have  a  limited  ability  to  embark  on  aggressive 
investigations  and  prosecutions  of  both  trading  fraud  and  solici- 
tation fraud.   Cooperative  enforcement  efforts  such  as  those 
conducted  with  the  U.S.  Attorney's  Office  and  the  U.S.  Postal 
Inspection  Service  in  New  York,  may  be  nearly  impossible.   Thus, 
the  Division  will  focus  on  completing  pending  matters, 
particularly  filed  cases,  and  may  recommend  prosecuting  only 
egregious  violations.   It  would  likely  face  difficulties  in 
shifting  resources  to  meet  any  unexpected  needs. 

Impact  of  the  Reduced  Request  Level  (FY  1995) 

The  reduction  of  two  additional  FTE  in  FY  1995  will  result 
in  an  8  percent  reduction  from  the  level  of  resources  utilized  in 
FY  1992.   At  the  resulting  147  FTE  level,  the  Division  would  have 
lost  more  than  the  total  amount  of  resources  added  to  it  in  the 
years  following  the  1989  indictment  of  48  persons  in  Chicago  as  a 
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result  of  the  joint  Commission  and  Department  of  Justice 
undercover  operation. 

This  additional  staff  reduction  would  likely  be  translated 
into  a  proportionate  reduction  in  the  number  of  cases  and 
investigations  handled  by  the  Division,  as  well  as  further  delays 
in  investigations.   Although  the  Division  uses  automation  to 
improve  efficiency,  the  Division's  core  work  of  investigating  and 
prosecuting  violations  inherently  requires  human  resources. 
While  computers  can  assist  in  organizing  and  analyzing  data, 
tasks  such  as  interviewing  potential  witnesses,  reconstructing 
trading  from  original  records,  writing  motions  and  other 
pleadings,  and  appearing  before  courts  and  Administrative  Law 
Judges  simply  cannot  be  automated.   Thus,  the  Division  would  have 
to  respond  to  additional  staff  cuts  by  limiting  the  nature  and 
number  of  investigations  and  cases  it  pursues.   The  Division 
would  reduce  follow-up  on  some  investigative  leads,  and  would  not 
recommend  bringing  cases  in  some  areas  of  misconduct.   The 
Division  also  would  further  curtail  assistance  to  state  and  other 
federal  agencies.   Any  unexpected  events  would  require  the 
Division  to  abandon  or  delay  ongoing  cases  or  investigations  to 
shift  resources. 
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MARKET  SURVEILLANCE.  PRODUCT  DEVELOPMENT 
AND  MARKET  ANALYSIS.  AND  MARKET  RESEARCH 

The  Market  Surveillance,  Product  Development  and  Market 
Analysis  (PDMA) ,  and  Market  Research  program  conducted  by  the 
Division  of  Economic  Analysis  is  designed  to  ensure  that  markets 
remain  competitive  and  respond  to  underlying  supply  and  demand 
factors  by  detecting  and  preventing  threats  of  price  manipulation 
or  other  major  disruptions.   Futures  markets  that  are  free  of 
manipulation  and  other  anticompetitive  forces  can  most  effective- 
ly perform  their  vital  economic  functions  of  price  discovery  and 
risk  transfer.   The  program  accomplishes  its  objectives  by: 
(1)  monitoring  daily  all  actively- traded  futures  and  option 
contracts  on  all  exchanges  for  market  composition,  the  activity 
of  large  traders,  key  price  relationships,  and  supply  and  demand 
factors;  (2)  analyzing  the  terms  and  conditions  of  proposed  and 
existing  futures  and  option  contracts  to  assure  that  they  are  not 
inherently  susceptible  to  manipulation  or  price  distortion; 
(3)  monitors  development  and  conducts  analysis  of  new  and 
innovative  instruments  that  may  contain  futures-  or  option-like 
components;  (4)  performing  special  economic  studies  and  analyses 
to  support  the  Commission's  programs;  and  (5)  providing  expert 
advice  on  the  economic  impact  of  the  Commission's  regulatory 
policies  and  decisions. 

Resource  Changes  (FY  1995) 

The  Commission  estimates  that  the  Market  Surveillance,  PDMA, 
and  Market  Research  program  will  be  increased  by  $519,000  and 
reduced  by  two  staff  years  in  FY  1995.   Total  request  for  FY 

1995:   $8,061,000. 


FY  1993 
Actual 

FY  1994 
Estimate 

FY  1995 
Request 

Staff-Years  (FTE) : 

97 

96 

94 

Obligations  (000) : 
Comp/ Benefits 
Other  (Direct) 
Other  (Pro  rata) 

$   5,742 

321 

1.344 

$   6,010 

236 

1.296 

$   6,187 

241 

1.633 

Total  $   7,407       $   7,542       $   8,061 
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MARKET  SURVEILLANCE 

Introduction 

The  primary  objective  of  the  Market  Surveillance  subprogram 
is  to  detect  and  prevent  price  manipulation,  abusive  trading 
practices,  and  other  disruptive  market  situations.   Specifically, 
the  staff: 

Reviews  daily  market  developments  in  all  actively  traded 
futures  and  option  markets,  including  stock  indexes,  inter- 
est rates,  foreign  currencies,  petroleum  products,  precious 
and  industrial  metals,  and  agricultural  and  livestock  prod- 
ucts in  order  to  detect  and  prevent  manipulation  and  other 
market  disruptions; 

Maintains  contact  with  exchange  staffs  and  other  federal 
agencies  to  share  critical  information,  communicate  Commis- 
sion concerns,  and  coordinate  surveillance  activities; 

Maintains  contact  with  large  traders  regarding  positions, 
strategies,  and  delivery  intentions; 

Keeps  the  Commission  informed,  through  weekly  surveillance 
briefings,  of  significant  market  developments,  price  move- 
ments, and  potential  problems  that  may  require  Commission 
action  and  provides  the  Commission  with  in-depth  market 
analyses  and  special  reports  on  significant  market  events 
for  Commission  review  and  action; 

Encourages  and  monitors  compliance  with  the  Commission's 
speculative  position  limits  and  reviews  exchange  rule 
enforcement  programs  regarding  speculative  limit  rules  and 
hedge  exemptions; 

Monitors  trading  for  noncompetitive  and  abusive  practices 
which  could  impair  the  market  functions  of  risk  transfer  and 
price  discovery; 

Assists  the  Division  of  Enforcement  in  the  investigation  and 
prosecution  of  suspected  violations  of  the  Commodity  Ex- 
change Act  and  the  Commission's  regulations  promulgated 
thereunder;  and 

Collects,  verifies,  and  processes  market  data  on  prices, 
open  interest,  trading  volume,  and  large  trader  positions 
and  activities,  and  publishes  market  statistics. 
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Resource  Changes  (FY  1995) 

The  Commission  estimates  that  the  Market  Surveillance 
subprogram  will  be  decreased  by  $302,000  and  reduced  by  two  staff 
years  in  FY  1995.   Total  request  for  FY  1995:   $5,478,000. 


FY  1993 

FY  1994 

FY  1995 

Actual 

Estimate 

Request 

Staff -Years  (FTE) : 

67 

66 

64 

Obligations  (000) : 

Comp/Benef its 

$   3,962 

$   4,132 

$   4,212 

Other  (Direct) 

138 

153 

154 

Other  (Pro  rata) 

956 

891 

1.112 

Total  $   5,029       $   5,176       $   5,478 

Accomplishments  (FY  1993) 

The  Market  Surveillance  subprogram  relies  on  daily  monitor- 
ing of  all  active  markets  and  related  large  trader  activities, 
market  prices,  and  supply  and  demand  factors  to  detect  and 
prevent  abusive  practices  which  could  disrupt  futures  and  option 
markets.   Large  traders  are  contacted  frequently  to  obtain 
current  information  on  their  positions,  delivery  intentions  and 
strategies.   Unusual  trader  activities,  short  supply  indications, 
or  abnormal  price  relationships  among  cash,  futures,  and  option 
markets  receive  immediate  analysis  from  surveillance  economists. 
These  economists  work  with  their  exchange  counterparts  to  share 
information  and  to  advise  traders  and  brokers  of  their  responsi- 
bilities for  assuring  an  orderly  liquidation. 

The  most  significant  event  in  the  agricultural  futures 
markets  during  1993  was  the  severe  summer  rains  in  the  Midwest 
and  the  consequent  flooding  of  the  Mississippi  River  and  its 
tributaries.   The  rains  and  flooding  disrupted  freight  movement 
on  the  river  system  and  created  market  uncertainty  about  the 
extent  of  possible  crop  damage.   These  factors  led  to  sharp 
increases  in  prices  and  price  volatility  in  the  grain  and  soybean 
complex  markets.   The  market  surveillance  staff  more  intensively 
monitored  activity  in  these  markets  during  this  period  and  kept 
the  Commission  fully  informed  on  the  impact  of  this  historic 
flooding  on  these  markets. 

In  addition,  the  market  surveillance  staff  closely  monitored 
the  liquidation  of  several  agricultural  futures  to  detect  and 
prevent  market  congestion,  including  the  November  and  May  soybean 
expirations,  the  March  and  May  wheat  expirations  and  the  June 
live  hog  expiration.   Staff  closely  monitored  trading  activity  in 
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the  sugar  #11  and  frozen  concentrated  orange  juice  futures  which 
were  both  characterized  by  volatile  prices. 

The  staff  also  closely  monitored  trading  in  the  lumber 
futures  market,  which  was  characterized  by  extreme  price  volatil- 
ity, resulting  from  concerns  about  a  shortage  of  lumber  due  to 
bad  weather  and  the  impact  of  environmental  issues  on  supplies. 
Staff  assisted  the  Division  of  Trading  and  Markets  in  a  routine 
review  of  the  CME's  emergency  action  to  expand  the  price  limits 
for  the  lumber  futures  contract. 

Among  the  energy  futures  complex,  staff  closely  monitored 
activity  in  the  natural  gas  futures  market  which  experienced 
substantial  price  volatility  because  of  production  problems 
related  to  hurricane  Andrew,  severe  winter  weather  in  the 
Midwest,  concerns  about  tight  U.S.  supplies  and  low  storage 
levels,  and,  to  a  lesser  extent,  pro- rationing  by  reducing  states 
and  pipeline  curtailments. 

Surveillance  staff  undertook  a  number  of  activities  related 
to  financial  futures  markets  including  preparing  a  section  on  the 
adequacy  of  margin  levels  for  the  Commission's  Intermarket 
Coordination  Report  to  Congress  required  by  the  Market  Reform  Act 
of  1990.   Surveillance  staff  conducted  quarterly  briefings  of 
officials  of  other  Federal  financial  regulatory  agencies  and 
shared  data  with  the  Securities  and  Exchange  Commission  on  a 
monthly  basis. 

Surveillance  staff  prepared  sections  of  the  Commission's 
revised  Market  Disruption  Contingency  Plan,  which  is  designed  to 
provide  Commission  staff  with  general  guidance  as  to  the 
appropriate  procedures  to  follow  and  relevant  information  to 
collect  during  periods  of  extreme  market  volatility,  financial 
emergencies  or  physical  disruptions. 

On  March  22,  1993,  the  Federal  Reserve  Board  delegated  to 
the  Commission  authority  to  review  stock  index  futures  margin 
levels.   Pursuant  to  this  authority,  staff  plans  to  complete  six 
reviews  of  exchange  filings  of  stock  index  margin  changes.   In 
addition,  staff  will  conduct  routine  analyses  of  the  adequacy  of 
stock  index  margin  levels. 

Surveillance  staff  provided  analysis  and  technical  support 
to  the  Division  of  Enforcement  in  a  review  of  unusual  trading 
activity  in  the  CBT's  Treasury  bond  futures  and  option  contracts 
on  October  22,  1992.   Staff  completed  an  in-depth  historical 
study  of  foreign  exchange  futures  trading. 

Staff  completed  rule  enforcement  reviews  of  the  speculative 
limit  enforcement  programs  of  the  CME  and  the  NYCE. 
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Staff  prepared  a  Federal  Register  release  proposing  a  rule 
change  to  provide  that  the  accounts  of  a  commodity  pool  or  a 
commodity  trading  advisor  under  trading  control  of  a  particular 
independent  account  controller  be  combined  for  reporting  purposes 
with  other  accounts  held  or  controlled  by  that  independent 
account  controller  and  the  resulting  position  be  reported  in  the 
name  of  the  controller.   The  staff  also  prepared  a  Federal 
Register  release  finalizing  a  rule  change  to  the  Commission's 
recordkeeping  requirements  which  allow  futures  commission  mer- 
chants to  retain  computer- generated  records  on  non- rewritable 
optical  disks,  in  place  of  microfilm  or  hard  copy  of  the  computer 
record.   The  staff  implemented  a  rule  change  reducing  the 
frequency  with  which  commercial  traders  in  the  cotton  futures 
market  must  file  fixed-price  cash  position  reports  from  weekly  to 
monthly. 

The  Commission  expanded  the  information  that  is  being 
distributed  electronically  by  the  electronic  network,  Computer 
Information  Delivery  Service  (CIDS) ,  developed  by  the  U.S. 
Department  of  Agriculture.   During  FY  1993  the  Commission  began 
to  distribute  its  weekly  Cotton  "On  Call"  and  Stocks  of  Grain 
reports,  as  well  as  information  on  deliveries  on  Treasury  note 
and  bond  futures  contracts.   Surveillance  staff  subsequently 
reached  agreements  with  three  exchanges  to  transfer 
responsibility  for  production  and  dissemination  of  the  Stocks  of 
Grain  reports  to  the  exchanges. 

Planned  Activities  (FY  1994) 

Market  surveillance  will  be  conducted  on  more  than  180 
actively- traded  futures  and  option  markets  in  FY  1994.   Total 
trading  volume  is  expected  to  increase  by  about  10  percent.   With 
a  funded  staffing  level  of  66  staff  years  in  FY  1994  the  Market 
Surveillance  subprogram  will  be  15  percent  smaller  than  in  FY 
1992.    The  decrease  in  surveillance  staff  combined  with  the 
anticipated  increase  in  the  surveillance  workload  will  limit  the 
ability  to  perform  in-depth  market  surveillance  of  all  futures 
and  option  markets. 

The  surveillance  staff  will  monitor  markets  for  indications 
of  price  manipulation  or  market  disruption  and  prepare  approxi- 
mately 2,800  weekly  surveillance  reports  on  expiring  contracts. 
This  will  require  processing  approximately  790,000  reports.   The 
surveillance  staff  also  plans  to  conduct  90  special  surveillance- 
related  analyses. 

The  surveillance  staff  will  participate  in  a  study  in  FY 
1994  to  assess  the  experience  with  the  first  phase  of  the 
Commission's  plan  to  increase  Federal  speculative  position 
limits.   The  staff  will  also  work  on  a  Commission  report  to  the 
Federal  Reserve  Board  describing  the  Commission's  experience  with 
the  delegated  authority  over  stock  index  futures  margins. 
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Notwithstanding  these  activities,  the  planned  FY  1994 
staffing  will  make  it  more  difficult  to  detect  and  prevent  market 
manipulation,  to  monitor  compliance  with  the  Commission's 
speculative  position  limits,  and  to  assist  the  Division  of 
Enforcement  in  ongoing  investigations  of  alleged  trading  abuses. 
The  staff  will  have  to  concentrate  its  efforts  on  the  most 
actively  traded  markets,  and  will  not  be  able  to  monitor  option 
markets  as  closely  as  in  the  past.   With  respect  to  large  trader 
reporting,  audits  of  FCMs  will  be  sharply  curtailed  and  staff 
will  pursue  only  the  most  egregious  errors  resulting  from 
internal  edits/audits  of  reported  data. 

Impact  of  Current  Level  (FY  1995) 

The  Market  Surveillance  subprogram  faces  significant  chal- 
lenges brought  about  by  added  volume,  new  and  different  market 
instruments,  and  greatly  expanded  international  participation  and 
market  influences.   Total  volume  of  futures  and  option  trading  is 
expected  to  rise  from  465  million  contracts  in  1994  to  510 
million  contracts  in  1995,  an  increase  of  about  10  percent.   The 
total  number  of  futures  and  option  contracts  being  traded  should 
increase  to  nearly  200  by  FY  1995. 

Under  the  level  funded  in  FY  1994,  the  staff  will  not  be 
able  to  develop  and  maintain  the  degree  of  specialized  knowledge 
which  contributes  to  efficient  surveillance  of  the  rapidly 
expanding  number  of  diverse  contracts  that  have  been  created  in 
the  past  few  years. 

Impact  of  Reduced  Request  Level  (Fy  1995) 

The  increased  surveillance  workload  on  a  staff  reduced  by 
two  FTEs  will  have  to  be  accommodated  through  reduced  commodity 
specialization,  reduced  emphasis  on  surveillance  of  option 
markets,  and  reduced  quality  control  regarding  reporting  of 
surveillance  information.   To  the  extent  possible,  the  Market 
Surveillance  subprogram  will  use  enhanced  automated  data 
collection  and  processing  methods  to  try  to  keep  pace  with  the 
expanding  workload. 
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PRODUCT  DEVELOPMENT  AND  MARKET  ANALYSIS 

To  ensure  that  futures  and  option  markets  operate  effi- 
ciently without  market  disruption  or  price  manipulation,  the 
staff  in  the  PDMA  reviews  each  application  for  contract  market 
designation,  as  well  as  proposed  changes  of  economic  significance 
to  existing  contracts.   Deficiencies  in  the  terms  and  conditions 
of  futures  and  option  contracts  increase  the  likelihood  of  cash, 
futures,  or  option  market  disruptions  and  also  decrease  the 
economic  usefulness  and  efficiency  of  a  contract.   To  avoid  these 
consequences,  the  PDMA  staff  analyzes  the  following  issues  for 
each  application  and  proposed  rule  change  that  it  reviews:   (1) 
conformity  of  contract  terms  and  conditions  with  commercial 
practices;  (2)  adequacy  of  deliverable  supplies  or,  if 
applicable,  cash  settlement  procedures;  (3)  commercial  usefulness 
of  the  contract;  and  (4)  public  interest  implications,  as 
appropriate. 

In  addition,  PDMA  staff  monitors  development  of  new  and 
innovative  instruments  that  may  contain  futures-  or  option- like 
components.   PDMA  staff  provides  economic  analysis  of  these 
instruments  pursuant  to  Commission  regulations  and 
interpretations  and,  when  appropriate,  provides  guidance  to 
product  developers.   Further,  PDMA  staff  formulates 
recommendations  regarding  modifications  and  amendments  to 
Commission  regulations  and  interpretations  in  consideration  of 
evolving  market  practices. 

Resource  Changes  (FY  1995) 

The  Commission  estimates  that  the  PDMA  subprogram  will  be 
increased  by  $79,000  in  FY  1995.   Total  request  for  FY  1995: 
$946,000. 

FY  1993        FY  1994       FY  1995 
Actual       Estimate      Request 

Staff -Years  (FTE) :  11  11  11 

Obligations  (000) : 
Comp/Benef its 
Other  (Direct) 
Other  (Pro  rata) 

Total  $    811        $    867      $    946 

Accomplishment?  (FY  3,993) 

During  FY  1993,  the  subprogram  completed  the  economic 
reviews  of  21  applications  for  new  futures  contracts,  27 
applications  for  new  option  contracts,  and  113  rule  amendment 


632 

$    689 

$    724 

27 

29 

31 

152 

149 

191 
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packages  for  existing  futures  and  option  contracts.   The  total  of 
48  new  contracts  approved  in  FY  1993  was  the  highest  total  for  a 
single  fiscal  year. 

The  Commission  approved  a  large  number  of  innovative 
financial  futures  contracts  designed  to  meet  the  specialized 
hedging  needs  of  different  types  of  firms  in  the  financial  sector 
during  FY  1993.   For  example,  the  Commission  approved  seven 
Chicago  Mercantile  Exchange  (CME)  rolling  spot  futures  contracts 
based  on  the  following  foreign  currencies:  the  Australian  dollar, 
British  pound,  Canadian  dollar,  German  deutschemark,  French 
franc,  Japanese  yen  and  Swiss  franc.   These  contracts  provide,  in 
effect,  a  central  clearing  facility  for  futures  trades  that 
substitute  for  rolling  spot  transactions  in  the  cash  markets  for 
these  currencies  and  may  reduce  transaction  costs  and  counter- 
party risk  for  such  transactions. 

Other  innovative  financial  futures  contracts  approved  this 
fiscal  year  were  the  four  catastrophe  insurance  futures  contracts 
submitted  by  the  Chicago  Board  of  Trade  (CBT) ,  three  of  which  are 
based  on  different  regions  of  the  US  (the  Eastern,  Midwestern  and 
Western  regions)  and  one  "National"  contract  that  represents  the 
entire  continental  US.   These  contracts  offer  primary  insurers, 
underwriters  and  reinsurance  companies  a  means  of  managing  the 
risk  associated  with  potentially  poor  underwriting  results  and  an 
unanticipated  greater  dollar  value  of  claims  for  a  particular 
group  of  policies. 

In  addition,  the  Commission  approved  stock- index  futures 
contracts  based  on  the  stocks  of  small -sized  US  companies.   These 
contracts,  the  CME  Russell  2,000  stock  index  contract  and  the  CBT 
Wilshire  smallcap  stock  index  contract,  provide  equity  portfolio 
managers  and  other  institutional  investors  with  an  additional 
means  of  hedging  their  portfolios.   Other  financial  futures 
contracts  approved  this  fiscal  year  were  the  CME's  three-month 
Euroyen  time  deposit  and  Major  Market  Index  futures  contracts, 
the  CBT  and  MidAmerica  Commodity  Exchange  (MCE)  US  Dollar 
Composite  index  futures  contracts,  and  the  MCE  medium- term  US 
Treasury  note  futures  contract. 

During  FY  1993,  the  Commission  also  approved  the  Coffee, 
Sugar  &  Cocoa  Exchange  (CSCE)  cheddar  cheese  and  nonfat  dry  milk 
futures  contracts.   These  contracts,  which  represent  the  first 
dairy- related  contracts  proposed  by  any  exchange  in  decades,  will 
provide  a  risk  shifting  vehicle  for  dairy  cooperatives,  other 
producers,  resellers  and  end-users.   In  addition,  the  Commission 
approved  the  Minneapolis  Grain  Exchange  (MGE)  frozen  shrimp 
futures  contract,  the  first  contract  approved  by  the  Commission 
based  on  this  commodity.   This  new  contract  was  designed  to 
address  the  special  hedging  needs  of  shrimp  industry  firms, 
particularly  those  dealing  in  frozen  shrimp  imported  into  the  US. 
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The  27  option  contracts  approved  by  the  Commission  in  FY 
1993  were  all  options  on  futures.   These  option  contracts  include 
four  agricultural  options  --  the  CSCE  options  on  the  cheddar 
cheese  and  nonfat  dry  milk  futures  contracts  and  the  MGE  options 
on  the  oats  and  frozen  shrimp  futures  contracts. 

In  FY  1993,  the  Commission  also  approved  23  financial  option 
contracts.   These  contracts  include  the  CME's  options  on  the 
Russell  2,000  stock  index  and  French  franc  futures  contracts,  the 
MCE  option  on  the  US  dollar  index  futures  contract,  and  the  CBT's 
options  on  the  Wilshire  smallcap  and  US  dollar  index  futures 
contracts.   Other  financial  options  approved  in  FY  1993  were  the 
seven  CME  options  on  the  rolling  spot  futures  contracts  noted 
above  and  the  four  CBT  options  on  the  catastrophe  insurance 
futures  contracts,  also  noted  above.   Finally,  the  Commission 
approved  the  CBT  options  on  zero -coupon  Treasury  note  and  bond 
futures,  the  CME  options  on  three -month  Euroyen  time  deposit 
futures  and  Major  Market  Index  futures,  the  New  York  Futures 
Exchange  (NYFE)  option  on  the  utility  stock  index  futures 
contract,  and  three  MCE  options  based  on  the  three-month 
Eurodollar,  medium-term  US  Treasury  note  and  US  dollar  index 
futures  contracts. 

During  FY  1993  the  staff  completed  the  economic  reviews  of 
100  rule  amendment  packages  for  existing  futures  contracts  and  13 
rule  amendment  packages  for  existing  option  contracts.   The 
Commission  approved  substantive  amendments  submitted  by  the  CBT 
to  the  diammonium  phosphate  futures  contract  that  expanded  the 
delivery  area  to  include  parts  of  Louisiana,  allowed  storage-only 
facilities  to  be  regular  and  changed  the  delivery  procedures. 

Other  rule  changes  approved  in  FY  1993  include  major 
revisions  to  the  delivery  points,  locational  differentials  and 
quality  standards  for  the  MGE  oats  futures  contracts.   The 
Commission  approved  substantive  revisions  to  the  CSCE  Brazil - 
differential  coffee  futures  contract  with  respect  to  the  par 
deliverable  quality  standards  and  quality  differentials  and 
revisions  to  the  New  York  Cotton  Exchange  (NYCE)  Cotlook  world 
cotton  futures  contract  regarding  the  listing  of  additional  cash- 
settled  delivery  months. 

In  addition,  the  Commission  approved  revisions  to  the  NYMEX 
light  sweet  crude  oil  futures  contract  relating  to  the 
specification  of  quality  price  differentials  for  the  delivery  of 
foreign  crudes,  as  well  as  major  changes  to  the  NYMEX  propane 
futures  contract  to  revise  the  delivery  point  and  delivery 
procedures.   A  proposal  by  the  Commodity  Exchange,  Inc.,  (COMEX) 
to  convert  its  five-day  gold  and  silver  option  contracts  to 
options  on  futures  rather  than  cash- settled  physical  options  was 
also  approved  by  the  Commission  this  fiscal  year. 
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During  FY  1993,  the  Commission  approved  amendments  to  the 
CBT  health  and  homeowners  futures  insurance  contracts  relating  to 
the  size  of  the  eligible  pools,  contract  size  and  the 
specification  of  an  overall,  life-of -contract  price  limit  cap. 
The  Commission  also  approved  amendments  to  the  NYFE  utility  stock 
index  futures  contract  to  provide  for  cash  settlement  to  be  based 
on  opening  prices  on  the  New  York  Stock  Exchange  for  the 
component  stocks  as  well  as  a  proposal  to  reactivate  trading  in 
that  dormant  contract.   Further,  the  Commission  approved  a 
proposal  to  reactivate  trading  in  the  dormant  zero- coupon 
Treasury  note  and  Treasury  bond  futures  contracts  of  the  CBT  and 
changes  to  the  delivery  standards  for  those  futures  contracts. 

The  Commission  approved  major  revisions  to  the  speculative 
position  limit  levels  for  a  number  of  futures  and  option 
contracts  based  on  grains,  livestock,  and  several  other 
commodities.  In  addition,  the  Commission  approved  additional 
proposals  by  the  CBT,  CME,  COMEX  and  NYCE  to  replace  speculative 
limits  with  position  accountability  rules  for  certain  currency, 
Treasury  instrument  and  metal  futures  and  option  contracts. 

The  staff  continued  to  achieve  a  high  level  of  efficiency  in 
processing  designation  applications  and  rule  changes.   In 
addition,  the  revisions  to  the  Commission's  Guideline  No.  1  and 
changes  to  the  Commission's  regulations  approved  by  the 
Commission  in  FY  1992  to  reduce  the  burden  on  exchanges  and  to 
streamline  the  processing  of  new  designation  applications  and 
rule  change  submissions  have  enabled  the  staff  to  process 
designation  applications  and  rule  change  submissions  well  within 
statutory  deadlines.   Further,  the  staff  continues  to  emphasize 
both  formal  and  informal  meetings  with  relevant  exchange 
officials  to  discuss  deficiencies  in  submissions  and  to 
coordinate  with  other  agencies  where  appropriate  to  resolve 
issues  quickly. 

Planned  Activities  (FY  1994) 

During  FY  1994,  the  subprogram  expects  to  review  21  futures 
and  27  option  contracts  and  115  rule  amendment  packages  for 
existing  futures  and  option  contracts.   The  reviews  require 
significant  resources  and  must  be  completed  within  the  statutory 
deadline  established  by  the  Futures  Trading  Act  of  1982  --  one 
year  for  futures  and  option  contracts  and  180  days  for  rule 
changes . 

The  subprogram  started  FY  1994  with  two  actively  pending 
applications  for  futures  and  option  contracts  as  well  as  several 
complex  rule  changes.   The  Commission  also  anticipates  about  48 
additional  futures  and  option  contracts  and  115  rule  changes  will 
be  proposed  by  exchanges  in  FY  1994.   The  projections  are  based 
on  the  historical  rate  of  submission  of  designation  applications 
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and  indications  that  the  exchanges  will  continue  to  make 
innovative  proposals,  particularly  with  regard  to  contracts  based 
on  currencies,  foreign  stock  indexes  and  fixed- income  securities 
issued  by  foreign  governments,  as  well  as  other  new  concepts  in 
futures  in  nontraditional  commodity  areas.   Further,  exchanges 
may  be  expected  to  continue  to  explore  the  possibilities  of 
establishing  new  contracts  in  the  traditional  commodities.   These 
projections  also  anticipate  that  the  exchanges  will  continue  to 
submit  a  large  number  of  rule  changes  to  update  existing  futures 
contracts  to  conform  with  current  cash  market  practices. 

The  same  staffing  level  in  FY  1994  should  permit  the 
subprogram  to  continue  to  provide  careful  and  timely  analysis  of 
proposed  new  contracts  and  rule  changes  to  avoid  market 
congestion  or  price  distortion.   There  should  be  no  significant 
increase  in  the  number  of  pending  contracts  and  rule  change 
submissions,  with  only  a  small  number  of  submissions  being 
carried  over  into  FY  1995.   By  effectively  using  resources,  the 
staff  expects  to  complete  the  new  workload  assignments  well 
within  the  statutory  time  frames  with  no  increase  in  staffing. 

Justification  of  the  Current  Level  (FY  1995) 

The  subprogram  expects  a  large  number  of  applications  for 
contract  designation  through  FY  1995  due,  in  part,  to  exchanges' 
continuing  interest  and  competitiveness  in  developing  innovative 
financial  futures  and  the  tendency  to  establish  option  contracts 
on  new  futures  that  have  traded  successfully  for  a  period  of 
time.   The  staff  expects  to  review  48  futures  and  option 
applications  during  FY  1995,  based  on  the  historical  rate  of 
submissions.   Futures  contract  applications  are  expected  to 
continue  to  include  a  number  of  innovative  contracts  that  require 
significant  economic  analysis  and  substantial  staff  commitment  to 
resolve  new  and  complicated  issues.   Such  contract  proposals 
frequently  require  coordination  with  other  federal  agencies  and, 
in  some  cases,  agencies  of  foreign  governments.   In  addition,  the 
staff  projects  about  117  rule  changes  for  review  during  FY  1995, 
including  a  number  of  significant  changes  to  existing  rules. 

At  the  current  level,  the  staff  will  be  able  to  continue  to 
provide  careful  and  timely  analysis  of  all  proposed  new  contracts 
and  rule  changes  well  within  the  statutory  deadlines  in  FY  1995. 
Therefore,  no  change  in  the  staffing  level  is  being  requested  for 
FY  1995. 
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MARKET  RESEARCH 

The  market  research  staff  performs  several  major  functions: 

Provides  economic  analyses  for  enforcement  investigations 
and  expert  testimony  for  litigation. 

Performs  research  on,  and  evaluation  of,  the  economic  func- 
tions and  pricing  efficiency  of  the  futures  and  option 
markets . 

Provides  support  for  other  programs  or  subprograms,  such  as 
assisting  the  market  analysis  subprogram  with  reviews  of 
contract  designations  and  rule  changes,  and  the  Financial 
Risk  Management  subprogram  in  the  Division  of  Financial  and 
Intermediary  Affairs. 

Conducts  economic  research  relevant  to  the  formulation  and 
implementation  of  Commission  policy  with  regard  to  such 
issues  as  the  development  of  the  regulatory  structure  for 
options  on  physical  and  agricultural  commodities. 

Provides  technical  support  and  assistance  to  other  govern- 
mental agencies.   Such  activities  have  included  staff  sup- 
port for  the  USDA's  Agricultural  Option  Advisory  Committee 
and  expert  advice  to  the  U.S.  Attorney's  office  in  off- 
exchange  fraud  cases. 

Performs  economic  analyses  of  market  related  issues,  such  as 
dual  trading  rules,  the  efficacy  of  the  current  rules  re- 
garding delivery  points,  and  the  international  competitive- 
ness of  the  United  States  in  world  futures  markets. 

Resource  Changes  (FY  1995) 

The  Commission  estimates  that  the  Market  Research  subprogram 
will  be  increased  by  $138,000  in  FY  1995.   Total  request  for  FY 

1995:   $1,637,000. 


FY  1993  FY  1994  FY  1995 

Actual  Estimate  Request 

Staff-Years  (FTE) :                19  19  19 

Obligations  (000) : 

Comp/Benef its             $   1,148  $   1,189  $   1,251 

Other  (Direct)                 156  54  56 

Other  (Pro  rata)                 263  256  330 

Total                 $   1,567  $   1,499  $   1,637 
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Accomplishments  (1993) 

During  FY  1993,  the  market  research  section  completed 
proposed  and  final  rulemakings  concerning  certain  hybrid 
instruments  that  combine  equity  or  debt  securities  or  depository 
interests  with  features  of  commodity  futures  or  option  contracts. 
The  final  rules  establish  an  exemption  from  CFTC  regulations 
based  on  the  limited  nature  of  the  instrument's  exposure  to  price 
movements  in  the  underlying  commodity  and  in  reliance  on  other 
regulatory  frameworks.   This  important  rulemaking  was  authorized 
by  the  Futures  Trading  Practices  Act  (FTPA)  of  1992  and  required 
an  intense  effort  in  a  highly  technical  issue. 

The  market  research  section  completed  several  tasks  related 
to  the  study  of  off -exchange  derivative  markets  which  was 
mandated  by  Congress  with  the  passage  of  the  FTPA  of  1992.   These 
include  (1)  an  analysis  of  the  various  risk  issues  giving  rise  to 
concern  over  these  markets;  (2)  a  survey  of  market  participants 
to  evaluate  market  activities  including  risk  control  mechanisms; 
(3)  a  bibliography  and  survey  of  off -exchange  derivatives 
research;  (4)  a  glossary  of  off-exchange  derivatives;  (5)  an 
analysis  of  market  size  and  scope  through  available  data;  and  (6) 
a  description  of  the  functions  of  derivative  product  companies. 
These  analyses  were  incorporated  into  CFTC  final  reports  or 
published  working  papers  which  were  released  in  October  1993. 

The  research  staff  also  completed  assembly  of  two 
comprehensive  historical  data  bases  and  began  the  analysis  of 
this  information  in  order  to  complete  the  competitiveness  and 
penalties  studies  mandated  by  the  FTPA  of  1992. 

The  research  staff  continued  to  provide  significant  economic 
input  into  the  analysis  of  commodity  exchange  and  Commission 
regulatory  initiatives  and  the  formulation  of  Commission 
regulatory  policy.   Staff  examined  economic  issues  relating  to 
exchange -proposed  rules  on  clearance  and  settlement,  the 
allocation  of  customer  orders,  and  exchange -proposed  amendments 
to  various  futures  and  option  contracts.   Research  staff  also 
were  principal  contributors  on  an  initiative  concerning  the 
regulatory  exclusion  from  the  Commission's  commodity  pool 
operator  definition.   In  addition,  research  staff  provided  an 
analysis  of  deterrent  and  detection  effects  of  a  pilot  floor 
surveillance  program  to  the  Commission's  inspector  general  and 
provided  economic  support  to  the  Division  of  Enforcement  and  the 
Office  of  Proceedings. 

Market  research  section  staff  members  presented  papers  and 
participated  in  various  other  capacities  academic  and  industry 
conferences  and  seminars,  received  acceptance  of  material  for 
publication  in  refereed  publications,  and  served  as  referees  for 
various  journals. 
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Planned  Activities  (FY  1994) 

During  FY  1994,  research  section  staff  will  provide 
significant  additional  work  on  several  congressional  studies 
mandated  under  the  FTPA  of  1992.   Following  completion  of  work  on 
the  OTC  derivatives  study,  the  staff  will  provide  significant 
input  to  the  CFTC's  studies  of  competitiveness  of  U.S.  exchanges, 
penalties,  and  computerized  trading.   The  competitiveness  study 
will  involve  analysis  of  trends  in  the  U.S.  market  share  of 
worldwide  exchange- traded  derivative  instruments,  while  the 
penalties  study  will  involve  further  analysis  of  penalties  for 
violations  of  Commission  and  exchange  regulations.   The 
computerized  trading  analysis  will  involve  a  comprehensive  survey 
of  existing  screen-based  trading  systems,  considering  both  the 
structures  of  such  systems  and  the  market  and  regulatory  effects 
of  such  systems.   These  activities  will  compete  with  the  market 
research  subprogram's  technical  support  for  other  Commission 
programs  such  as  rule  reviews  and  enforcement . 

In  addition,  the  market  research  subprogram  plans  to 
undertake  an  empirical  analysis  of  the  effects  of  changes  in 
Commission- set  speculative  limits  applicable  to  agricultural 
futures  and  futures  option  markets  and  to  complete  research  on 
the  determinants  of  futures  market  hedging  activity. 

Justification  of  the  Current  Level  (1995) 

The  market  research  subprogram  expects  to  be  involved  with 
additional  regulatory  and  policy  issues  in  FY  1995  as  new  methods 
of  trading  and  innovative  trading  instruments  are  developed  by 
exchanges  and  others.   These  developments  are  likely  to  raise 
important  policy  issues  requiring  significant  research  staff 
input.   At  the  current  staffing  level,  most  of  these  new 
regulatory  and  policy  issues  should  receive  adequate  analytical 
support  from  the  research  staff,  although  the  timeliness  of  such 
input  likely  will  suffer  somewhat. 
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MARKET  REVIEW  AND  DEVELOPMENT-/ 

The  Market  Review  and  Development  program,  which  is  composed 
of  the  Domestic  Markets,  International  Markets,  and  Regulatory 
Analysis  subprograms,  oversees  the  integrity,  fairness  and 
competitiveness  of  the  markets  and  trading  thereon.   To  this  end, 
the  Market  Review  and  Development  program  staff  review  contract 
markets'  rules  and  rule  changes  and  monitor  compliance  activities 
of  the  designated  contract  markets  to  assess  the  adequacy  of 
exchange  compliance  programs  and  to  assure  that  the  rules  and 
practices  of  the  14  exchanges  are  in  compliance  with  the 
provisions  of  the  Commodity  Exchange  Act  (Act)  and  Commission 
regulations. 

The  Market  Review  and  Development  program  also  is 
responsible  for  developing  Commission  regulations  and 
requirements  relating  to  trading  practices,  new  market 
structures,  automated  trading  and  other  systems  and  market 
innovations;  addressing  market  emergencies  and  performing  studies 
of  major  market  events;  and  coordinating  with  other  domestic  and 
international  regulators  in  the  event  of  market  disruption  and  in 
respect  to  futures  and  option  regulation  generally. 

Resource  Changes  (FY  1995) 

The  Commission  estimates  that  the  Market  Review  and 
Development  program  will  be  increased  by  $330,000  and  reduced  by 
one  staff -year  in  FY  1995.   Total  request  for  FY  1995: 
$5,241,000. 

FY  1993      FY  1994      FY  1995 

Actual    Estimate    Request 

Staff  Years  (FTE) :  59  60  59 

Obligations  (000) : 
Comp /Benefits 
Other  (Direct) 
Other  (Pro  rata) 

Total  $   4,580     $   4,911     $   5,241 


3,581 

$ 

3,904 

$ 

4,015 

181 

198 

201 

818 

809 

1.025 

-/  The  Commission  has  approved  a  proposal  to  reorganize  the 
Division  of  Trading  and  Markets  to  form  two  divisions,  Market 
Review  and  Development,  and  Financial  and  Intermediary  Affairs. 
This  document  discusses  the  responsibilities  and  resources  of  the 
two  new  divisions,  in  anticipation  of  the  implementation  of  the 
reorganization . 
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DOMESTIC  MARKETS 


The  Domestic  Markets  subprogram  oversees  the  domestic 
contract  markets  and  the  industry's  self -regulation  relative  to 
supervision  of  these  markets  and  trading  thereon.   In  particular, 
Domestic  Markets  staff  conduct  rule  enforcement  reviews  and  trade 
practice  investigations  to  assess  the  adequacy  of  exchange 
compliance  programs  and  to  assure  that  the  rules  and  practices  of 
the  14  exchanges  are  in  compliance  with  the  provisions  of  the 
Commodity  Exchange  Act  (Act)  and  Commission  regulations.   (There 
are  11  actively  operating  exchanges,  one  inactive  exchange,  and 
two  exchanges  authorized  to  operate  that  have  not  commenced 
trading. ) 

Further,  Domestic  Markets  staff  conduct  surveillance  on  the 
floor  of  the  exchanges;  oversee  dispute  resolution  and 
disciplinary  procedures  administered  by  self -regulatory 
organizations  (SROs) ;  draft  regulations  relating  to  trading 
practices,  automated  trading  systems,  exchange  governance  and 
supervision  of  new  markets;  and  perform  special  studies  of  SRO 
compliance  programs  and  handling  of  market  emergencies.   The 
subprogram  staff  report  on  the  SROs'  compliance  programs  and 
assess  the  need  for  regulatory  change. 

Resource  Chancres  (FY  1995) 

The  Commission  estimates  that  the  Domestic  Markets 
subprogram  will  be  increased  by  $305,000  in  FY  1995.   Total 
request  for  FY  1995:   $3,913,000. 


Staff  Years  (FTE) : 

Obligations  (000) : 
Comp/Benef its 
Other  (Direct) 
Other  (Pro  rata) 


FY  1993 
Actual 

44 


2,686 
139 
610 


FY  1994 
Estimate 

44 


2,863 
151 
594 


FY  1995 
Request 

44 


2,995 

153 

Z£5 


Total 
Accomplishments  (FY  1993) 


$      3,485  $      3,608  $      3,913 


During  FY  1993,  the  staff  worked  on  a  variety  of  major 
projects.   As  part  of  its  regular  surveillance  and  oversight 
program,  staff  completed  seven  rule  enforcement  reviews,  124 
trade  practice  investigations,  21  referrals  to  the  Division  of 
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Enforcement  and  SROs,  and  four  exchange  emergency  action  reviews. 
The  rule  enforcement  reviews  analyzed  and  reported  on  exchange 
trade  practice  surveillance,  market  surveillance,  disciplinary 
action,  and  audit  trail  programs.   The  referrals  involved 
possible  accommodation  trading,  wash  trading,  trading  ahead, 
noncompetitive  trading,  and  prearranged  trading.   Domestic 
Markets  staff  continue  to  conduct  daily  floor  surveillance, 
having  assumed  full  responsibility  for  the  Commission's  floor 
surveillance  program  in  FY  1993.   Staff  participated  in  the 
activities  of  the  Joint  Compliance  Committee,  a  group  of  SRO 
compliance  representatives  that  was  formed  to  foster  improvements 
in,  and  uniformity  of,  measurement  of  trade  practice  compliance 
systems  and  procedures.   Staff  also  participated  in  the 
activities  of  the  Intermarket  Surveillance  Group,  which  consists 
of  representatives  of  U.S.  and  foreign  securities  and  option 
exchanges  and  U.S.  exchanges  with  stock  index  products. 

In  addition  to  these  oversight  activities,  staff  provided 
support  to  the  Commission's  review  of  new  contract  applications 
and  emerging  trading  technologies,  as  well  as  to  its  development 
of  new  regulations  to  implement  the  statutory  requirements  of  the 
Futures  Trading  Practices  Act  of  1992.   Staff  concentrated  on 
assuring  that  the  Commission's  regulations  can  accommodate 
exchange  innovation  without  causing  regulatory  gaps.   New 
regulations  prepared  to  date  relate,  among  other  things,  to: 

o  dual  trading, 

o  oral  orders, 

o  broker  associations, 

o  exchange  governance, 

o  insider  trading, 

o  and  exchange  emergency  actions. 

Domestic  Markets  staff  also  drafted  proposed  amendments  to  the 
Commission's  regulations  to  provide  procedures  for  allocating 
fills  among  bunched  orders  for  certain  entities. 

Staff  also  was  actively  involved  in  the  analysis  of  a  wide 
variety  of  proposed  exchange  rule  changes  implementing  the  new 
statutory  requirements,  and  regarding  pit  trading  and  electronic 
trading  initiatives,  including  large -order  execution  procedures. 
Commission  staff  conducted  ongoing  reviews  of  exchange 
development,  testing  and  use  of  automated  trading  and  audit  trail 
systems.   These  reviews  included  oversight  of  the  following: 

o  the  Chicago  Board  of  Trade  (CBT)  and  Chicago  Mercantile 
Exchange  (CME)  joint  project  to  develop  AUDIT,  a  hand-held 
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trading  card  system  intended  to  improve  exchange  audit 

trails; 

o  a  similar  computerized  trading  card  being  developed  by  the 
Commodity  Exchange,  Inc.; 

o  the  New  York  Mercantile  Exchange's  American  Computerized 
Commodity  Exchange  System  and  Services  (NYMEX  ACCESS) ,  an 
automated  order  matching  system  for  trading  certain  NYMEX 
futures  and  option  contracts  after  regular  trading  hours; 
and 

o  CME's  and  CBT's  development  of  electronic  order  routing 
systems . 

Planned  Activities  (FY  1994) 

During  FY  1994,  the  Domestic  Markets  staff  plans  to  conduct 
six  rule  enforcement  reviews  of  exchange  compliance  programs  and 
100  trade  practice  investigations.   The  rule  enforcement  reviews 
are  expected  to  be  completed  and  reports  issued  during  FY  1994 
include  some  reviews  for  which  staff  collected  and  analyzed  data 
and  began  drafting  the  reports  during  FY  1993.   Reviews  also  will 
be  conducted  pursuant  to  the  new  section  8e  of  the  Commodity 
Exchange  Act,  which  requires  the  Commission  to  assess,  at  least 
once  every  two  years  and  to  the  extent  practicable,  each 
exchange's  trade  monitoring  system  for  compliance  with  Section 
5a (b).   In  this  regard,  Commission  staff  will  modify  contract 
market  rule  enforcement  oversight  to  assure  the  increased 
coverage  of  subject  areas  and  required  schedule  are  in  response 
to  this  legislative  change. 

Oversight  of  exchange  automated  systems  technology  will 
continue  to  be  enhanced.   Specifically,  Domestic  Markets  staff 
will  be  responsible  for  monitoring  exchange  implementation  of 
programs  and  enforcement  of  rules  required  by  the  Futures  Trading 
Practices  Act  of  1992  and  Commission  regulations  thereunder 
regarding,  for  example,  dual  trading,  oral  orders,  broker 
associations,  board  governance,  conflicts  of  interest,  insider 
trading,  and  emergency  actions.   In  particular,  the  staff  will 
review  petitions  for  exemption  from  the  dual  trading  prohibition 
required  under  the  legislation.   The  staff  anticipates 
participating  in  the  assessment  of  further  trading  initiatives 
and  procedures. 

Justification  of  the  Current  Level  (FY  1995) 

Maintaining  current  services  level  of  staff  in  FY  1995,  the 
Domestic  Markets  staff  anticipates  that  it  will  be  able  to 
continue  to  respond  to  the  increasing  surveillance  and  oversight 
responsibilities  attributable  to  reauthorization  changes  of  the 
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Futures  Trading  Practices  Act  of  1992  and  to  the  further  growth 
and  automation  of  the  markets. 
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INTERNATIONAL  MARKETS 


The  International  Markets  subprogram  is  the  focal  point  for 
the  Commission's  global  regulatory  coordination  efforts.   The 
International  Markets  subprogram  staff  is  responsible  for 
preparing  and  coordinating  memoranda  of  understanding  and 
financial  information  sharing  agreements  with  foreign  regulators; 
reviewing  requests  for  exemptive  relief  under  the  Commission's 
foreign  futures  and  option  regulations;  reviewing  and  analyzing 
requests  for  comparability  relief  from  foreign  jurisdictions;  and 
drafting  and  interpreting  regulations  to  facilitate  cross  border 
transactions.   The  International  Markets  staff  also  coordinate 
foreign  travel  and  representation  at  various  international 
meetings  and  programs.   In  this  connection,  the  need  for 
increased  Commission  activity  and  information  sharing  with 
foreign  jurisdictions  is  more  important  than  ever  given  the 
increasingly  multinational  nature  of  regulated  firms,  the  inter- 
linking of  markets  by  screen-based  trading  systems  and  concerns 
about  international  market  risk  and  continuing  competitiveness  of 
U.S.  markets  and  firms. 

Resource  Changes  (FY  1995) 

The  Commission  estimates  the  International  Markets 
subprogram  will  be  increased  by  $63,000  in  FY  1995.   Total 
request  for  FY  1995:   $793,000. 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Request 


Staff  Years  (FTE) 


Obligations  (000) : 
Comp/Benef its 
Other  (Direct) 
Other  (Pro  rata) 


537 
21 

125 


586 

24 

120 


612 

25 

156 


Total 


683 


730 


793 


Accomplishments  (FY  1993) 


During  FY  1993,  the  International  Markets  staff  addressed 
625  requests  for  guidance,  interpretations  of  rules  and  other 
information,  and  reviewed  37  applications  for  confirmation  of 
exemptive  relief  under  the  Commission's  foreign  futures  and 
options  rule  30.10.   The  subprogram  staff  completed  the  review  of 
petitions  by  two  foreign  exchanges  for  rule  30.10  comparability 
relief  (one  petition  granted  by  "the  Commission  and  the  other 
petition  requiring  further  action  with  respect  to  information 
sharing  by  the  home  jurisdiction) .   Subprogram  staff  completed 
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its  review  of  one  petition  for  rule  30.10  relief  (which  is 
pending  the  receipt  of  additional  information)  and  initiated  a 
preliminary  review  of  petitions  by  two  additional  exchanges, 
under  rules  30.10  and  30.3.   During  FY  1993,  staff  drafted  two 
Federal  Register  releases,  one  a  Commission  order  permitting 
limited  marketing  activities  in  the  U.S.  by  firms  with  rule  30.10 
relief,  and  the  other  a  Commission  order  broadening  the  scope  of 
transactions  authorized  under  the  1988  rule  30.10  order  issued  on 
behalf  of  the  Sydney  Futures  Exchange  and  its  members.   Staff 
modified  a  no-action  letter  issued  on  June  25,  1992  concerning 
"passing  the  book"  between  U.S.  firms  and  their  foreign 
affiliates,  after  consultation  with  foreign  authorities,  U.S. 
exchanges  and  the  Futures  Industry  Association  to  address 
jurisdictional  concerns  of  certain  foreign  jurisdictions.   Staff 
continued  to  expand  the  participation  of  foreign  jurisdictions  in 
its  principal  fitness  exchange  program. 

Planned  Activities  (FY  1994) 

Program  activities  in  the  foreign  futures  and  option  area 
are  expected  to  increase,  with  the  rapid  growth  of  futures 
markets  internationally  and  expanding  interest  in  cross-border 
futures  and  option  transactions.   During  FY  1994  the  staff  will 
work  with  foreign  governments  on  the  development  of  Memoranda  of 
Understandings  on  information  sharing  for  compliance  and 
regulatory  matters,  and  in  particular  with  respect  to  expanded 
financial  information  sharing.   Staff  will  address  requests  for 
guidance,  interpretation  of  rules  and  other  information  and 
review  requests  for  exemptive  relief  from  foreign  entities.   The 
International  Markets  staff  plans  to  coordinate  operational 
arrangements  between  jurisdictions,  participation  in 
international  fora,  and  international  travel  for  maximum 
effectiveness  and  efficiency. 

The  International  Markets  staff  plans,  in  consultation  with 
the  Chairman's  office  and  other  divisions,  to  participate  in,  and 
provide  the  Commission  with  support,  with  respect  to  activities 
of  the  various  working  groups  of  the  Technical  Committee  of 
International  Organization  of  Securities  Commissions,  as  well  as 
its  Development  Committee.   Staff  expects  that  it  will  respond  to 
an  increasing  number  of  requests  for  legal  and  technical 
assistance  from  emerging  market  jurisdictions  seeking  to  develop 
futures  markets,  including  coordinating  responsive  material  and 
organizing  CFTC  training  seminars  for  representatives  from  these 
and  other  foreign  jurisdictions. 

Justification  of  the  Current  Level  (FY  1995) 

Maintaining  current  services  level  of  staff  in  FY  1994,  the 
International  Markets  program  staff  anticipates  it  will  be  able 
to  keep  pace  with  the  need  for  new  regulatory  initiatives,  be 
responsive  to  developments  in  international  markets  and  increas- 
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ing  globalization,  and  will  be  able  to  coordinate  with  foreign 
regulators  on  a  routine  basis  as  well  as  in  the  occurrence  of  a 


market  event . 
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REGULATORY  ANALYSIS 


The  Regulatory  Analysis  subprogram  is  principally 
responsible  for  performing  reviews  and  analyses  of  self- 
regulatory  organizations'  rules  and  rule  changes,  including 
reviews  relative  to  new  market  structures,  systems  and 
innovations  such  as  screen-based  trading  and  other  automated 
trading  systems,  to  assure  compliance  with  provisions  of  the  Act 
and  Commission  regulations.   (The  self -regulatory  organizations 
(SROs)  include  the  National  Futures  Association  (NFA)  and  14 
exchanges,  of  which  11  exchanges  are  actively  operating,  one  is 
inactive  and  two  are  authorized  to  operate  but  have  not  commenced 
trading. ) 

The  Regulatory  Analysis  staff  analyze  proposed  SRO  rules  and 
Commission  regulations,  recommending  modifications  and 
alternatives  to  assure  the  efficacy  and  efficiency  of  the 
proposals,  as  well  as  their  compliance  and  consistency  with  the 
Act  and  the  Commission's  regulations.   The  subprogram  staff 
perform  special  studies  and  projects  on  issues  arising  from,  but 
not  limited  to,  automated  trading,  electronic  reporting,  storage 
of  business  records  and  signatures,  and  audit  trail  systems.   The 
Regulatory  Analysis  staff  also  may  be  directed  to  draft 
Commission  regulations  from  time  to  time. 

Resource  Changes  (FY  1995) 

The  Commission  estimates  that  the  Regulatory  Analysis 
subprogram  will  be  decreased  by  $38,000  and  one  staff -year  in  FY 
1995.   Total  request  for  FY  1995:  $535,000. 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Request 


Staff  Years  (FTE) : 

Obligations  (000)  : 
Comp/Benef its 
Other  (Direct) 
Other  (Pro  rata) 


$   358 

21 

83 


455 
23 
95 


408 

23 

104 


Total 


462 


573 


535 


Accomplishments  (FY  1993) 

Regulatory  Analysis  staff  completed  reviews  of  48  contract 
market  designations  and  731  SRO  rules  during  FY  1993,  and 
completed  drafting  Commission  regulations  required  by  the  Futures 
Trading  Practices  Act  of  1992  relative  to  broker  associations, 
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board  governance,  and  insider  trading.   SRO  rules  reviewed 

include: 

o  numerous  exchange  rules  implementing  regulatory 
requirements  adopted  pursuant  to  the  Futures  Trading 
Practices  Act  addressing  requirements  relating  to  the 
composition  of  exchange  governing  boards  and  committees,  the 
registration  of  broker  associations,  emergency  rule 
procedures,  and  recordkeeping  on  exchange  floors; 

o  rules  of  the  Chicago  Mercantile  Exchange  (CME)  for 
accepting  shares  of  stock  and  mutual  funds  as  margin, 
establishing  a  large- lot  execution  procedure,  and  providing 
for  the  automated  filing  of  financial  reports; 

c  rules  of  the  CME,  the  Intermarket  Clearing  Corporation, 
and  the  Commodity  Clearing  Corporation  establishing 
trilateral  cross-margining  programs; 

o  rules  of  the  Board  of  Trade  Clearing  Corporation  and  the 
CME  establishing  procedures  for  common  account  banking; 

c  rules  of  the  New  York  Cotton  Exchange  implementing  its 
purchase  from  the  New  York  Stock  Exchange  of  all  shares  in 
the  New  York  Futures  Exchange; 

c  rules  of  the  Chicago  Board  of  Trade  (CBT)  establishing  the 
Project  A  automated  trading  system;  CBT's  cross -exchange 
access  program  with  Marche  a  Terme  International  de  France 
for  the  GLOBEX  trading  system  and  establishing  an  average 
quantity  order  system; 

o  New  York  Mercantile  Exchange  rules  establishing  the  NYMEX 
Access  automated  trading  system; 

c  rules  of  the  CME  and  the  Commodity  Exchange  setting  forth 
procedures  for  assignment  of  intra-day  errors  and  out- 
trades; 

o  CME  rules  allowing  clearing  firms  to  retain  profits 
resulting  from  certain  trades  executed  by  members  in  excess 
of  prescribed  limits; 

o  rules  establishing  the  Commodity  Futures  Clearing 
Corporation  of  New  York  as  a  common  clearing  entity;  and 

o  NFA  rules  regarding  the  employment  of  associated  persons 
(APs)  formerly  associated  with  firms  that  engaged  in 
telemarketing  fraud,  establishing  minimum  experience 
requirements  for  supervisory  APs,  modifying  the  minimum 
capital  requirements  for  futures  commission  merchants,  and 
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revising  registration  requirements  and  procedures  in 
connection  with  changes  in  the  Commission's  regulations. 

Planned  Activities  (FY  1994) 

During  FY  1994,  Regulatory  Analysis  staff  plans  to  review 
approximately  1,000  rules  submitted  to  the  Commission  by  the 
exchanges  and  NFA.   Among  other  things,  the  subprogram  staff  will 
review  proposals  for  merger  among  U.S.  exchanges,  trading  on  the 
CME-CBT  GLOBEX  automated  trading  system  by  additional  exchanges, 
and  international  linkages  between  domestic  and  foreign 
exchanges.   Oversight  of  exchange  automated  systems  technology 
will  continue.   In  the  increasingly  important  area  of  automation, 
Regulatory  Analysis  staff  will  continue  to  draw  upon  interagency 
expertise  to  address  issues  such  as  electronic  filing,  electronic 
signatures,  and  proving  electronic  "chain  of  custody." 

Regulatory  Analysis  staff  plans  to  analyze  a  number  of 
exchange  rule  submissions  designed  to  establish  new  financial 
programs  in  regard  to  clearance  and  settlement,  including 
proposals  relating  to  acceptable  forms  of  margin  and  to  cross- 
margining.   Further,  the  subprogram  staff  will  analyze  additional 
large-order  execution  procedures  and  other  trade  practice-related 
rule  proposals.   Moreover,  certain  anticipated  exchange  proposals 
intended  to  encourage  enhanced  trading  by  institutional  investors 
will  require  staff  review  prior  to  approval  by  the  Commission. 
Similarly,  the  staff  will  review  a  proposal  anticipated  from  NFA 
to  establish  proficiency  testing  requirements  for  branch  office 
managers.   In  addition,  Regulatory  Analysis  staff  will  review 
various  SRO  submissions  pursuant  to  Commission  regulations 
implementing  the  Futures  Trading  Practices  Act  of  1992. 

Imoact  of  Current  Level  (FY  1995) 

Maintaining  current  services  of  staff  in  FY  1995,  the 
Regulatory  Analysis  subprogram  anticipates  it  would  be  able  to 
keep  pace  in  reviewing  exchange  rule  change  submissions, 
addressing  the  implementation  of  exchange  proposals,  and 
reviewing  implementation  procedures  associated  with  the 
promulgation  of  certain  rulemakings  required  by  the  Futures 
Trading  Practices  Act  of  1992. 

Impact  of  the  Reduced  Staffing  Level  (FY  1995) 

With  a  reduction  of  one  staff  year  in  FY  1995,  the 
Regulatory  Analysis  staff,  which  is  small  in  size  relative  to  its 
scope  of  responsibilities,  will  be  pressed  to  fulfill  the 
responsibilities  which  will  be  added  as  a  result  of  requirements 
of  the  Futures  Trading  Practices  Act  of  1992  and  sustain  its 
current  level  of  productivity.   Further,  the  staff  will  be  less 
able  to  respond  promptly  to  innovation  and  changes  in  the 
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marketplace,  although  it  still  should  be  able  to  contribute  to 
the  achievement  of  new  priorities  established  by  the  Commission. 
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FINANCIAL  AND  INTERMEDIARY  AFFAIRS 


The  Financial  and  Intermediary  Affairs  program,  composed  of 
the  Intermediary  and  Professional  Review  and  the  Financial  Risk 
Management  subprograms,  is  designed  to  protect  customer  funds,  to 
ensure  financial  integrity  of  regulated  intermediaries,  and  to 
monitor  compliance  activities  of  the  National  Futures  Association 
and  financial  and  sales  practice  compliance  activities  of  the 
self -regulatory  organizations. 

To  this  end,  the  Financial  and  Intermediary  Affairs  program 
develops  and  interprets  Commission  regulations  and  requirements 
for  commodity  professionals,  oversees  NFA's  registration  program, 
administers  the  Commission's  civil  penalty  collection  and  managed 
funds  programs,  and  oversees  the  self -regulatory  organizations' 
financial  and  sales  practice  compliance  audit  programs. 
Further,  in  joint  cooperation  with  the  Market  Review  and 
Development  program,  the  Financial  and  Intermediary  Affairs 
program  addresses  clearance  and  settlement  issues  and  systems, 
and  the  operation  of  clearance  and  settlement  systems  and 
maintenance  of  financial  integrity  of  market  participants  in  the 
event  of  financial  market  disruption. 

Resource  Changes  (FY  1995) 

The  Commission  estimates  that  the  Financial  and  Intermediary 
Affairs  program  will  be  increased  by  $338,000  and  decreased  by 
one  staff -year  in  FY  1995.   Total  request  for  FY  1995: 
$6, 101,000. 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Request 


Staff  Years  (FTE) 


69 


70 


69 


Obligations  (000)  : 
Comp/Benef its 
Other  (Direct) 
Other  (Pro  rata) 


$  4,204 
174 
956 


$  4,560 
207 
946 


$   4,691 

211 

1.199 


Total 


$   5,334 


5,713 


$   6,101 
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INTERMEDIARY  AND  PROFESSIONAL  REVIEW 

The  Intermediary  and  Professional  Review  subprogram  is 
responsible  for  the  formulation  and  interpretation  of  the 
Commission's  regulations  and  requirements  applicable  to  commodity 
professionals,  registered  futures  associations  (currently,  the 
National  Futures  Association),  and  clearing  organizations.   To 
this  end,  the  subprogram  staff  develops,  refines  and  interprets 
Commission  regulations  relating  to  registration,  minimum  capital, 
recordkeeping,  disclosure,  managed  funds,  financial  reporting, 
segregation  and  other  requirements  applicable  to  commodity 
professionals.   Subprogram  staff  also  respond  to  requests  for 
exempt ive  relief  from  Commission  regulations  and  prepare 
interpretations  and  other  published  statements  to  provide 
generalized  guidance  concerning  the  application  of  Commission 
regulations.   In  addition,  subprogram  staff  are  responsible  for 
providing  advice  and  counsel  on  a  broad  spectrum  of  legal  issues 
relevant  to  commodity  professionals,  including  futures- related 
applications  of  other  federal  and  state  regulatory  frameworks. 

The  subprogram  also  is  responsible  for  reviewing  disclosure 
documents  submitted  by  commodity  pool  operators  and  commodity 
trading  advisors,  administering  the  Commission's  civil  penalty 
collection  function,  and  overseeing  the  NFA's  registration 
program.   The  latter  responsibilities  include  oversight  of  the 
NFA's  registration  processing  and  fitness  review  programs  as  well 
as  performing  fitness  reviews  for  floor  brokers  and  floor  traders 
under  certain  circumstances. 

Resource  Changes  (FY  1995) 

The  Commission  estimates  that  the  Intermediary  and 
Professional  Review  subprogram  will  be  increased  by  $92,000  and 
reduced  by  one  staff -year  in  FY  1995.   Total  request  for  FY  1995: 
$2,216,000. 


FY  1993  FY  1994  FY  1995 

Actual  Estimate  Request 

Staff  Years  (FTE) :                   25  26  25 

Obligations  (000) : 

Comp/Benefits                                          $      1,513  $        1,694  $    1,700 

Other    (Direct)                                                          66  78  82 

Other    (Pro   rata)                                    2M          3_5_2  434 

Total                      $  ,1,925  $    2,124  $  2,216 
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Accomplishments  (FY  1993) 

During  FY  1993,  the  program  staff  completed  a  number  of 
major  rulemakings  that  substantially  revised  the  Commission's 
regulatory  framework  in  the  areas  of  registration  requirements, 
disclosure  requirements,  risk  assessment  and  financial  reporting 
requirements.   These  rulemakings  included: 

o  final  rules  effective  April  26,  1993,  as  required  by  the 
Futures  Trading  Practices  Act  of  1992,  governing 
registration  of  floor  traders,  ethics  training  for  all 
registrants,  and  rules  governing  suspension  of  registrants 
charged  with  felonies;  and 

c  rule  amendments,  effective  July  1,  1993,  to  enhance  the 
clarity  and  efficiency  of  the  risk  disclosure  process 
applicable  to  futures  commission  merchants  and  introducing 
brokers  and  to  simplify  and  clarify  procedures  for  bulk 
transfers  of  customer  accounts; 

c  rule  amendments,  effective  March  25,  1993,  -which  require 
the  filings  of  semiannual,  rather  than  quarterly,  financial 
reports  by  introducing  brokers,  allow  at  least  one  year 
between  required  filings  of  certified  financial  reports,  and 
permit  futures  commission  merchants  to  value  investments  of 
customer  funds  based  on  current  prices  rather  than  the 
preceding  day's  prices; 

c  a  rule  amendment,  effective  January  25,  1993,  increasing 
from  $20,000  to  $100,000  the  ceiling  on  civil  monetary 
penalties  that  the  Commission  may  itself  settle  by 
compromise  (compromise  of  penalties  in  excess  of  the 
$100,000  ceiling  requires  Justice  Department  approval)  ,- 

o  an  exception  for  broker  error  accounts  to  the  general  rule 
requiring  the  closing  out  of  offsetting  long  and  short 
positions  of  the  same  customer  carried  by  a  futures 
commission  merchant,  effective  December  24,  1992; 

Also  during  FY  1993,  staff  moved  forward  on  other  major 
projects  including: 

o  rules  to  implement  the  Commission's  new  authority  relating 
to  risk  assessment  for  holding  company  systems,  pursuant  to 
which  the  Commission  may  require  futures  commission 
merchants  to  maintain  certain  records  and  file  reports  with 
respect  to  affiliates  whose  activities  are  likely  to 
materially  affect  the  financial  or  operational  condition  of 
the  futures  commission  merchant; 
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0  rule  proposals  relating  to  simplification  of  disclosure 
requirements  applicable  to  commodity  pool  operators  and 
commodity  trading  advisors; 

c  analysis  of  proposed  offerings  of  off -exchange 
instruments;  and 

0  review  of  applications  by  proposed  sponsors  of  ethics 
training  programs  for  Commission  registrants. 

Subprogram  staff  made  substantial  contributions  to  the 
inter-divisional  study  of  derivative  products  mandated  by 
Congress.   Subprogram  staff  also  provided  extensive  support  to 
the  Commission's  Regulatory  Coordination  Advisory  Committee 
(RCAC) ,  particularly  in  the  areas  of  clearance  and  settlement, 
refinement  of  disclosure  requirements  applicable  to  commodity 
pool  operators  and  commodity  trading  advisors,  and  minimum 
financial  requirements. 

Subprogram  staff  prepared  561  written  interpretations  and 
responses  to  requests  for  exemptive  relief  from  registration 
requirements  and  other  regulations,  including  107  published 
interpretations  and  exemptive  and  no-action  letters  addressing 
issues  of  particular  significance.   For  example,  subprogram  staff 
provided  relief  to  permit  the  use  of  more  streamlined  disclosure 
documents  by  commodity  pool  operators  and  to  facilitate  the 
creation  of  a  program  by  which  agricultural  cooperatives  may 
hedge  small  inventories  of  petroleum  products. 

During  FY  1993,  staff  provided  support  to  the  Commission's 
rulemaking  and  legislative  activities  in  a  variety  of  areas, 
including  clearance  and  settlement,  commercial  law,  and 
bankruptcy  issues,  and  participated  in  the  preparation  of 
Commission  testimony  and  responses  to  numerous  requests  for 
information  from  other  governmental  agencies.   Subprogram  staff  • 
also  supported  the  Commission's  intermarket  coordination 
activities,  providing  staff  support  to  the  President's  Working 
Group  on  Financial  Markets  and  advice  and  counsel  with  respect  to 
clearance  and  settlement,  financial  safeguards,  margin 
requirements  and  related  topics.   Staff  prepared,  in  coordination 
with  other  divisions  and  offices,  the  third  annual  Intermarket 
Coordination  Report  to  Congress  required  by  the  Market  Reform  Act 
of  1990,  provided  comments  on  proposed  revisions  to  Articles  8 
and  9  of  the  Uniform  Commercial  Code,  and  participated  as 
observers  on  various  self  -  regulatory  and  advisory  committees, 
including  the  Payment  and  Settlement  Committee  of  the  Federal 
Reserve  Bank  of  New  York,  the  Clearing  Bank  and  Clearing 
Organization  Roundtable,  and  the  Market  Transactions  Advisory 
Committee  of  the  Securities  and  Exchange  Commission. 

Subprogram  staff  recommended,  and  the  Commission  approved 
effective  December  16,  1992,  NFA's  Direct  Entry  Registration 
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Program  on  a  permanent  basis.   Staff  completed  161  fitness 
reviews  of  floor  broker  and  floor  trader  applications  for 
registrations,  134  applications  that  were  denied  or  referred  to 
the  Division  of  Enforcement,  and  1,544  requests  for  withdrawal 
from  registration.   Staff  collected  approximately  $3.2  million  in 
civil  monetary  penalties  and  processed  write-offs  of  another 
$790,000  of  such  penalties. 

Subprogram  staff  processed  4,013  Disclosure  Documents  filed 
by  commodity  pool  operators  and  commodity  trading  advisors  and 
issued  2,040  comment  letters  as  a  result  of  these  reviews.   Staff 
prepared  an  advisory  issued  by  the  Commission  to  assist  commodity 
pool  operators  and  commodity  trading  advisors  in  reporting  the 
performance  of  trading  programs  with  notional  funds  and  a  Federal 
Register  release  issued  by  the  Commission  to  request  public 
comment  on  performance  reporting  by  commodity  pool  operators  and 
commodity  trading  advisors  and  a  format  designed  to  provide  more 
useful  information  to  potential  pool  participants  and  managed 
account  clients. 

Planned  Activities  (FY  1994) 

During  FY  1994,  the  Intermediary  and  Professional  Review 
staff  will  devote  substantial  resources  to  refinement  of  the 
Commission's  rules  governing  commodity  professionals.   These 
efforts  will  include  the  development  of  rules  regarding  risk 
assessment  for  futures  commission  merchant  holding  company 
systems,  simplification  of  disclosure  requirements  applicable  to 
commodity  pool  operators  and  commodity  trading  advisors,  and 
minimum  financial  and  related  reporting  requirements  for  futures 
commission  merchants  and  introducing  brokers.   Subprogram  staff 
will  provide  support  for  the  Commission's  participation  in  the 
President's  Working  Group  on  Financial  Markets,  and  for 
Commission  advisory  committees  and  will  participate  in  various 
interagency  and  private  sector  intermarket  coordination 
activities . 

Staff  will  augment  existing  operating  programs  as  necessary 
to  implement  rules  adopted  pursuant  to  the  Futures  Trading 
Practices  Act  of  1992.  Enhanced  activities  will  be  necessary  to 
review  floor  trader  registration  applications  (and  registrations) 
for  possible  statutory  disqualification,  to  review  applications 
by  persons  seeking  to  provide  ethics  training  to  registrants,  and 
to  develop  procedures  for  the  review  of  risk  assessment 
information. 

Staff  will  provide  interpretative  guidance  concerning 
Commission  regulations,  review  relevant  self -regulatory 
organization  rules,  prepare  case-by- case  responses  to  requests 
for  exemptions,  assist  in  the  development  of  the  Commission's 
regulatory  framework  with  respect  to  off-exchange  transactions, 
prepare  testimony,  proposed  legislation  and  responses  to 
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congressional  inquiries,  and  coordinate  responses  to  the  GAO  and 
other  governmental  bodies.   Staff  will  continue  to  review  a  high 
volume  of  disclosure  documents  filed  by  managed  funds  entities 
although  the  number  of  documents  and  depth  of  review  may  decline 
in  light  of  recent  rulemakings. 

Impact  of  Current  Level  (FY  1995) 

If  the  current  staff  level  is  maintained  in  FY  1995,  the 
Intermediary  and  Professional  Review  subprogram  anticipates  that 
it  will  likely  be  able  to  fulfill  its  program  responsibilities 
which  are  expected  to  increase  significantly  above  the  FY  1994 
level,  primarily  due  to  additional  requirements  mandated  by  the 
Futures  Trading  Practices  Act  of  1992  and  activities  resulting 
from  the  1994  reauthorization  process. 

Impact  of  the  Reduced  Staffing  Level  (FY  1995) 

Activities  related  to  regulatory  development  are  anticipated 
to  increase  significantly  above  the  FY  1994  level.   However,  at 
the  reduced  level  of  staffing,  the  Intermediary  and  Professional 
Review  subprogram  will  be  pressed  to  fulfill  existing 
responsibilities  and  those  added  by  the  Futures  Trading  Practices 
Act  of  1992.   Further,  the  staff  will  be  less  able  to  respond 
promptly  to  market  developments. 
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FINANCIAL  RISK  MANAGEMENT 


The  Financial  Risk  Management  subprogram  is  designed  to 
protect  customers  through  oversight  of  financial  integrity  of  the 
marketplace  in  general  and  of  individual  regulated  firms  carrying 
customer  funds.   The  subprogram  conducts  reviews  of  self- 
regulatory  organization  programs  which  are  designed  to  assure 
that  regulated  firms  carrying  customer  funds  are  in  financial 
compliance  with  the  Act  and  Commission  regulations.   The  program 
encompasses  four  major  areas:   oversight  of  self -regulatory 
organizations'  audit  and  financial  surveillance  programs; 
selected,  limited  scope  direct  audits  and  oversight  of  financial 
surveillance  of  registrants,  including  risk  assessment  of 
affiliates  of  such  registrants;  monitoring  market  risk  during 
periods  of  market  volatility;  and  periodic  review  of  clearing  and 
settlement  systems. 

The  subprogram  staff  oversees  the  financial  and  compliance 
audit  programs,  and  financial  surveillance  programs  by  which  the 
SROs  monitor  and  enforce  compliance  of  their  members  with  regard 
to: 

c  net  capital  requirements; 

c  segregation  requirements; 

c  financial  reporting; 

c  record- keeping; 

o  disclosure; 

0  sales  practice;  and 

2  supervision  requirements  under  the  Commodity  Exchange  Act, 
the  Commission's  regulations,  and  SRO  rules. 

The  financial  surveillance  program  particularly  addresses  the 
financial  stability  of  firms  in  volatile  markets  and  the 
safeguarding  of  customer  funds  held  by  firms  experiencing 
financial  problems.   In  addition  to  oversight,  the  subprogram 
also  provides  for  direct  limited  scope  examinations  of 
registrants  to  address  compliance  with  specific  rules,  to  address 
potential  financial  impairment  of  a  registrant,  and  to  assess  the 
quality  of  SRO  audit  and  review  programs.   Financial  Risk 
Management  staff  provides  expert  testimony  in  enforcement  cases 
relating  to  audit  procedures  and  financial  matters;  and  provides 
interpretations  of  the  Commission's  financial  regulations. 
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Resource  Changes  (FY  1995) 

The  Commission  estimates  that  the  Financial  Risk  Management 
subprogram  will  be  increased  by  $296,000  in  FY  1995.   Total 
request  for  FY  1995:   $3,885,000. 


Staff  Years  (FTE) : 

Obligations  (000)  : 
Comp/ Benefits 
Other  (Direct) 
Other  (Pro  rata) 

Total 

Accomplishments  (FY  1993: 


FY  1993 
Actual 

44 


2,691 
108 
610 


FY  1994 
Estimate 

44 


2,866 
129 
594 


FY  1995 
Request 

44 


2,991 
129 
765 


$      3,409  $      3,589  $      3,885 


Financial  Risk  Management  subprogram  staff  completed  reviews 
of  the  financial  and  compliance  audit  and  financial  review 
programs  of  the  Chicago  Mercantile  Exchange  and  the  Coffee,  Sugar 
and  Cocoa  Exchange.   Staff  also  conducted  79  on-site  audits  of 
futures  commission  merchants,  commodity  pool  operators  and  other 
registrants,  and  five  financial  investigative  reviews.   On-site 
limited  scope  examinations  are  intended  principally  to  test  the 
efficacy  of  self  -  regulatory  organizations'  audit  activities,  and 
on  a  limited  basis,  to  directly  assess  registrants'  compliance 
with  the  Commission's  financial  and  disclosure  requirements. 
These  examinations  and  other  oversight  resulted  in  the  issuance 
of  258  warning  and  non-compliance  letters  citing  registrants  for 
apparent  violations  of  the  Commission's  regulations. 

The  staff  completed  the  development  of  a  revised  sales 
practice  interpretation  to  guide  SROs  in  the  conduct  of 
compliance  audits  including  sales  practice  procedures  which  will 
enable  the  SROs  to  better  direct  resources  in  targeting  possible 
violations . 

During  FY  1993  two  major  exchanges  began  implementing 
procedures  under  which  member  FCMs  may  file  certain  required 
financial  data  electronically.   In  this  connection,  subprogram 
staff  developed  on-line  access  to  the  exchanges'  databases  to 
permit  the  analysis  by  computer  tools  of  financial  reports  in 
identifying  and  following-up  on  matters  of  financial  risk  which 
may  indicate  potential  threat  to  the  market  or  to  individual 
firms'  financial  stability.   Finally,  staff  assisted  the  Division 
of  Enforcement  by  providing  financial  analysis  and  support  on 
enforcement  cases. 
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Planned  Activities  (FY  1994) 

During  FY  1994,  the  Financial  Risk  Management  staff  plans  to 
conduct  two  full  scope  financial  and  compliance  rule  enforcement 
reviews  that  will  focus  on  all  aspects  of  the  SROs'  financial 
surveillance  and  financial  and  compliance  audit  activities.   The 
staff  also  will  conduct  selected  limited  scope  direct  audits  of 
about  60  FCKs,  CPOs  and  CTAs .   Audits  of  FCMs  will  address  issues 
of  current  concern  including  firms  which  have  affiliates  or 
parents  whose  financial  stability  could  affect  the  registered 
FCM.   Audits  of  CPOs  and  CTAs  will  be  in  response  to  referrals 
from  the  Division  of  Intermediary  and  Professional  Review  in 
connection  with  reviews  of  disclosure  documents  and  other 
information  received  by  its  staff. 

Significant  staff  resources  will  be  used  in  conducting 
investigatory  audits  and  in  support  of  financial  investigations. 
The  Financial  Risk  Management  staff,  in  cooperation  with  the 
Securities  and  Exchange  Commission  (SEC) ,  plans  to  complete 
development  of  a  uniform  financial  reporting  format  which  will  be 
used  by  FCMs  which  are  also  registered  as  broker-dealers  with  the 
SEC.   Subprogram  staff  also  plans  to  implement  a  risk  assessment 
program  contemplated  by  new  statutory  priorities  under  the 
Futures  Trading  Practices  Act  of  1992.   Finally,  subprogram  staff 
will  undertake  a  major  project  in  cooperation  with  the  American 
Institute  of  Certified  Public  Accountants  to  develop  an  audit 
guideline  for  FCMs  which  also  are  registered  as  broker- dealers 
with  the  SEC. 

Justification  of  the  Current  Level  (FY  1995) 

Maintaining  the  current  services  level  of  staff  in  FY  1995, 
the  Financial  Risk  Management  staff  expects  that  it  will  be  able 
to  keep  pace  in  addressing  crisis  situations  while  continuing  to 
provide  adequate  coverage  of  the  financial  and  compliance  audit 
programs  and  financial  surveillance  programs  operated  by  the 
self -regulatory  organizations.   At  that  level,  however,  Financial 
Risk  Management  may  have  difficulty  in  responding  promptly  to 
changes  and  technological  developments  in  the  markets. 
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ADMINISTRATIVE  MANAGEMENT  AND  SUPPORT 


The  Office  of  the  Executive  Director  provides  the  Commis- 
sion, individual  Commissioners,  and  operating  divisions  with 
management  and  administrative  services  in  support  of  agency 
programs  and  objectives.   The  services  include  personnel,  budget 
analysis,  fiscal  management,  library  facilities  and  support, 
administrative  services  and  information  resources  management.   In 
addition,  the  Office  of  the  Executive  Director  coordinates  short 
and  long-range  planning  for  the  Commission  via  the  quarterly 
review  and  budget  processes. 

Resource  Changes  (FY  1995) 

The  Commission  estimates  that  the  Administrative  Management 
and  Support  program  will  be  increased  by  $1,887,000  and  decreased 
by  one  staff  year  in  FY  1995.   Total  request  for  FY  1995: 
$9,755,000. 


Staff-Years  (FTE) 


FY  1993 
Actual 

86 


FY  1994 
Estimate 

82 


FY  1995 
Request 

81 


Obligations  (00C) : 
Comp/Benef its 
Other  (Direct) 
Other  (Pro  rata) 

Total 

Accomplishments  (FY  199  3) 


4,695 
3,434 
1-192 


$      9,321 


$      4,816 

1,945 

1-107 

$      7,868 


4,966 
3,381 
1-408 


$      9,755 


During  FY  1993,  computer  capabilities  were  upgraded  to  more 
effectively  serve  the  operating  divisions  and  manage  Commission 
resources.   A  separate  section  details  some  of  the  work  of  the 
Office  of  Information  Resources  Management  (OIRM) . 

As  a  result  of  the  overall  reduction  in  the  Commission's 
budget  the  Office  of  Budget  and  Fiscal  Operations  was  responsible 
for  the  development,  implementation  and  monitoring  of  an 
operating  plan  to  accommodate  a  $4.7  million  budget  reduction  and 
an  associated  FTE  reduction  from  prior  year  staffing  levels. 
This  required  extensive  reporting  to  the  Executive  Director  and 
the  Chairman.   The  office  also  was  responsible  for  fully 
implementing  the  National  Finance  Center  payroll /personnel 
processing  system.   Performance  statistics  indicate  the 
overwhelming  success  of  that  process  in  that  Commission 
timekeepers  have  a  less  than  1  percent  error  rate  per  reporting 
period  for  both  time  and  attendance  and  financial  reporting  data. 
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The  budget  staff  continued  to  improve  and  enhance  the 
internal  and  external  financial  reporting  process  in  order  to 
provide  executive  management  with  a  sound  and  efficient  system 
for  making  resource  decisions.   An  example  of  this  was  the 
establishment  of  a  new  data  link  with  the  Department  of  Treasury 
to  reduce  external  reporting  costs  and  improve  the  timeliness  of 
report  transmissions. 

As  a  result  of  the  bombing  and  evacuation  of  the  World  Trade 
Center,  the  CFTC  had  to  locate  temporary  quarters  for  it  Eastern 
Regional  Office.   The  Office  of  Administrative  Services  found 
space  for  the  Eastern  Region  to  continue  operations,  first  at  the 
offices  of  the  National  Futures  Association  and  Securities  and 
Exchange  Commission  for  a  week  and  thereafter  for  three  weeks  in 
space  provided  by  New  York  Telephone.   After  a  month  of  operating 
out  of  temporary  quarters,  the  World  Trade  Center  was  reopened, 
and  the  Eastern  Regional  staff  reoccupied  its  permanent  offices. 

OAS  also  acquired  new  office  space  for  the  Commission's 
Western  Regional  Office  in  Los  Angeles  and  acquired  and  installed 
new  telephone  systems  in  both  the  Los  Angeles  and  Kansas  City 
regional  offices. 

The  Office  of  Personnel  completed  its  first  year  under  the 
new  NFC  payroll/personnel  system  which  required  significant 
training  of  staff  and  revisions  to  processes  and  procedures.   In 
addition  the  staff  continued  to  develop  a  significant  training 
program  with  the  implementation  of  an  orientation  session  for  new 
employees,  in- house  training  on  Swaps,  an  Introduction  to  Futures 
course,  support  staff  training,  and  the  continuation  of  our 
Distinguished  Speaker  Series. 

In  FY  1993,  540  requisitions  were  initiated  or 
processed  by  the  Library,  of  which  240  were  for  divisional  and 
regional  offices  and  300  were  for  the  Library.   This  represented 
a  25  percent  decrease  from  FY  1992.   The  decrease  in  acquisitions 
reflects  the  elimination  of  many  books  and  subscriptions  by  the 
Library  and  the  regional/divisional  offices  in  response  to  the 
reduction  of  the  publications  budget.   Also,  because  of  space  and 
staff  limitations,  a  decision  was  made  in  FY  1992  to  replace  hard 
copy,  wherever  possible,  with  microfiche  or  CD-ROM.   In  FY  1992 
all  hard  copy  publications  already  represented  by  microform  in 
the  Library's  holdings  were  removed.   The  Library  also  purchased 
back  files  of  periodicals  on  microfiche  and  also  CD-ROM  informa- 
tion services  from  several  major  legal  publishers.   To  permit 
viewing  of  these  materials,  additional  equipment  was  obtained: 
two  computers,  one  CD-ROM  player,  and  two  microfiche  cabinets. 

Planned  Activities  (FY  1994) 
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In  FY  1994  the  Office  of  the  Executive  Director  will  be  the 
focal  point  for  the  Commission's  implementation  of  Vice  President 
Gore's  National  Performance  Review.   Activities  that  will  be 
undertaken  during  this  fiscal  year  include  the  development  or 
review  of : 

o  streamlining  plans; 

o  existing  programs; 

o  internal  operations; 

o  personnel  matters; 

o  enhanced  usage  of  automation; 

c  existing  and  potential  fees  for  Commission  services;  and 

o  means  to  empower  employees. 

During  FY  1994  the  Office  of  Budget  and  Fiscal  Operations, 
in  concert  with  the  Office  of  Information  Resources  Management, 
plans  to  upgrade  the  Commission's  Financial  Management  System  to 
improve  the  travel  sub- system  to  allow  a  distributed  travel 
program  with  decentralized  processing  of  travel  orders,  and  to 
bring  the  entire  system  into  compliance  with  new'  requirements  to 
maintain  five  fiscal  years  of  accounting  data  concurrently.   The 
office  also  must  implement  and  monitor  an  operating  plan  to 
accommodate  an  additional  $4  million  and  8  FTE  reduction  (562  to 
554)  from  FY  1993  levels. 

The  Office  of  Administrative  Services  will  continue  its  on- 
going project  to  meet  with  various  landlords  and  brokers  to 
review  alternatives  for  Headquarters  space  in  DC.   The  office 
will  undertake  a  review  and  evaluation  of  all  telephone  lines  at 
the  Commission  to  determine  if  consolidation  or  other  reduction 
can  be  made  to  reduce  cost  without  sacrificing  operating 
effectiveness . 

The  Office  of  Personnel  will  develop  the  commission's 
training  program  and  additional  in-house  professional  training 
opportunities  are  being  planned.   The  projected  opening  of  a 
Learning  Resources  Center  will  enhance  the  offices 's  ability  to 
do  more  training  within  the  Commission  which  should  help  to 
develop  a  more  cost  effective  training  program. 

The  Library  will  place  its  major  emphasis  on  automation. 
During  FY  1994  staff  will  become  more  involved  in  the  day-to-day 
maintenance  of  its  automated  systems  and  will  concentrate  on 
making  the  automated  circulation  system  operational. 
Enhancements  will  be  made  to  the  on-line  catalogue  to  ensure 
consistency  in  the  entry  of  authors  and  title  information. 
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Impact  of  the  Current  Level  (FY  1995) 

The  Office  of  the  Executive  Director  will  endeavor  to 
provide  the  best  possible  management  and  services  in  support  of 
the  Commission's  objectives.   However,  in  the  tight  budget 
environment  the  office's  ability  to  effectively  service  all 
programs  will  be  reduced. 

Impact  of  the  Reduced  Staffing  Level  (FY  1995) 

The  Office  of  the  Executive  Director  will  work  to  maintain 
the  current  level  of  operations  as  adequately  as  possible  and 
will  carefully  review  new  services  and  programs  stemming  from  the 
responsibilities  under  the  Futures  Trading  Practices  Act  and  the 
policy  directives  of  a  new  Chairman.   Highest  priority  will  be 
given  to  the  essential  administrative  functions  in  the  personnel, 
payroll,  budget  and  service  areas.   The  anticipated  loss  of  one 
staff-year  in  FY  1995  will  be  in  the  Office  of  Information 
Resources.   The  impact  of  that  loss  is  discussed  in  the  following 
section. 
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INFORMATION  RESOURCES  MANAGEMENT 

The  Office  of  Information  Resources  Management  provides 
computer  support  to  all  agency  programs  and  operations. 

Accomplishments  (FY  1993) 

The  Office  of  Information  Resources  Management  developed  new 
systems  to  provide  the  capability  to  search  for  and  retrieve 
frequently  used  documents  through  the  computer  network  using 
personal  computers  on  their  desks.   The  Commodity  Exchange  Act, 
Commission  legal  opinions  and  interpretations,  and  decisions  of 
administrative  law  judges  in  futures  cases  can  be  retrieved  by 
full -text  keyword  searches.   Segments  of  text  can  be  copied  for 
inclusion  in  new  documents.   These  capabilities  greatly 
facilitate  the  work  of  Commission  legal  staff.   The  tools  and 
knowledge  necessary  to  complete  these  applications  were  acquired 
during  development  of  an  imaging  application  in  FY  1992. 

A  new  system  was  developed  for  tracking  Commission  review  of 
exchange  rule  change  proposals.   This  system  improves  the  ability 
of  Commission  staff  to  monitor  progress  on  outstanding  reviews  to 
allow  the  Commission  to  respond  more  quickly  to  exchange  and 
public  inquiries.   The  system  is  designed  for  the  local  area 
network  and  can  be  accessed  by  authorized  staff  from  any  location 
in  the  Washington  headquarters  office.   The  historical  file 
system  provides  capabilities  to  research  rules  by  topic  and 
exchange;  to  facilitate  understanding  of  which  rules  were  in 
effect  when  trades  were  made  or  when  a  particular  event  occurred; 
and  to  learn  what  rules  are  now  in  effect  at  each  exchange. 

Evaluation  and  study  of  the  need  for  improvement  and/or 
redesign  of  the  Commission  surveillance  systems  begun  in  FY  1992 
continued  in  FY  1993.   Computer  aided  software  engineering  (CASE) 
tools  are  being  used  to  improve  documentation  of  requirements  so 
that  processes  may  be  re -engineered  where  needed. 

A  new  local  area  network  topology  was  installed  in  the  Los 
Angeles  regional  office.   The  10-based  T  network  eliminates  the 
problem  of  a  single  workstation  failure  causing  problems  for 
other  stations  on  the  same  node  and  is  designed  to  enable  OIRM 
staff  to  quickly  isolate  and  fix  a  problem. 

OIRM  continued  to  provide  support  to  investigations  of  trade 
practice  abuses  and  other  illegal  market  activities  by  developing 
computer  programs  for  the  Division  of  Trading  and  Markets  and  the 
Division  of  Enforcement. 

OIRM  continued  to  explore  ways  to  improve  timeliness  of 
electronic  data  filing. 
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OIRM  conducted  a  study  of  system  security,  trading  system 
volume  capacity  and  contingency  planning  for  the  New  York 
Mercantile  Exchange's  after  hours  screen-based  trading  system. 
Results  of  this  study  were  included  in  a  report  to  the  Commission 
on  the  ACCESS  system.   Also  reviewed  were  trading  interruptions 
in  the  joint  Chicago  Mercantile  Exchange -Chicago  Board  of  Trade 
GLOBEX  system;  as  well  as  plans  for  the  Chicago  Board  of  Trade's 
Project  A,  an  automated  order  routing  and  trade  accounting  system 
for  a  futures  firm,  and  hand- held  computer  input  devices  being 
tested  by  two  exchanges. 

IBM's  MVS/Extended  System  Architecture  (MVS/ESA)  operating 
system  software  was  installed  on  the  Commission's  IBM  mainframe 
computer.   Also,  older  models  of  personal  computers  were  upgraded 
or  replaced  to  increase  speed  and  memory  capacity,  improving 
performance  and  allowing  introduction  of  software  packages  that 
make  possible  future  applications  across  the  local  area  networks. 

Planned  Activities  (FY  1994) 

The  upgrade  of  the  Commission's  mainframe  computer  planned 
for  FY  1994,  will  not  be  exercised  due  to  a  leveling  off  of  the 
computer  workload.  Instead  we  anticipate  significant  growth  in 
the  development  of  new  PC  based  systems  and  utilization  of  the 
CFTC  computer  network.  This  situation  will  be  made  possible  by 
the  ever  increasing  speed  and  capacities  of  newer  PC  models  and 
introduction  of  new  network  based  software  products.  OIRM  will 
facilitate  this  trend  to  a  client/server  architecture  with  an  eye 
to  reducing  future  mainframe  computing  expenditures. 

The  Financial  Management  System  will  be  updated  with  a  newer 
release  of  the  software.   The  updated  software  will  provide 
improvements  in  the  areas  of  accounts  receivable  and  travel  fund 
expenditures.   After  the  update  is  completed  OIRM  will  determine 
if  the  new  release  will  support  the  integration  of  civil  monetary 
processing. 

OIRM  will  develop  a  new  Reparations  Case  Tracking  System  to 
replace  several  existing  systems  used  by  different  offices.   The 
system  will  be  developed  with  a  personal  computer  network 
database  management  system  to  streamline  the  flow  of  information 
from  one  part  of  the  process  to  another  and  will  provide  a  single 
source  of  information  on  reparations  cases  for  all  offices. 

Modifications  to  the  Market  Surveillance  System  will  be  made 
to  include  new  exchange  products  and  improve  the  surveillance 
process.   Development  of  a  new  system  will  be  deferred  pending 
planned  enhancements  to  the  CFTC  network  and  hardware  and 
software  infrastructure  for  client-server  computing. 
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Other  systems  may  be  developed  based  on  availability  of  OIRM 
staff  resources  and  priorities  for  systems  development 
established  by  the  ADP  Steering  Committee. 

OIRM  will  review  new  electronic  trading  system  initiatives 
as  well  as  new  technologies  planned  for  use  by  the  exchanges. 

Justification  of  the  Current  Level  (FY  1995) 

The  current  level  will  reduce  the  ability  of  OIRM  to  respond 
to  the  needs  of  program  offices.   Priorities  will  be  established 
for  end  user  computing  support  and  systems  development.   Support 
for  the  mission  systems  operational  on  the  mainframe  computer 
will  take  precedence  over  other  systems. 

OIRM  will  continue  to  maintain  the  mainframe  computer  and 
provide  support  to  current  mainframe  and  local  area  network  users 
in  meeting  the  Commission's  objectives  for  market  surveillance, 
financial  surveillance,  trade  analysis,  financial  management,  and 
administrative  needs. 

As  part  of  a  Rule  Enforcement  Review,  OIRM  reviews  exchange 
systems  for  their  security,  capacity  to  process  peak  trading 
volumes  and  ability  to  detect  trading  abuses.   While  this  work 
will  continue,  less  staff  time  will  be  devoted  to  it. 

Few  new  systems  will  be  developed  or  system  modifications 
made.   New  systems  development  and  system  modifications  will  be 
limited  to  those  essential  for  continued  support  of  operational 
systems. 

Impact  of  Reduced  Staffing  Level  (FY  1995) 

With  the  further  reduction  of  an  additional  staff  year  for 
FY  1995,  OIRM  will  not  be  able  to  take  full  advantage  of  existing 
and  new  technology.   OIRM's  ability  to  provide  a  high  level  of 
support  to  end  users  will  be  diminished. 

End  user  computing  support  may  be  less  timely  if  trouble 
calls  and  requests  for  assistance  become  backlogged.   This  has 
the  potential  for  impacting  work  in  all  offices  of  the 
Commission. 

Systems  currently  operating  on  the  local  area  network  also 
may  be  affected  as  less  time  is  available  for  OIRM  staff  to 
maintain  an  efficient  operating  environment  for  network-based 
systems. 

At  this  level  current  priorities  will  have  to  be  reassessed 
and  resources  may  in  fact  be  redistributed.   This  may  lengthen 
the  time  that  it  will  take  to  respond  to  trouble  calls  and 
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systems  development  may  be  stretched  out  over  a  longer  period  of 
time. 
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PROCEEDINGS 

The  Office  of  Proceedings  is  under  the  administrative 
direction  of  the  Office  of  the  Executive  Director.   The  Office  of 
Proceedings  is  divided  into  two  sections,  the  Complaints  Section 
and  the  Hearings  Section.   The  Complaints  Section  receives 
customer  claims  (called  "reparations  complaints")  against  persons 
or  firms  registered  under  the  Commodity  Exchange  Act,  prepares 
claims  for  forwarding  to  the  Hearings  Section  and  dismisses 
claims  which  are  clearly  outside  the  Commission's  jurisdiction  or 
which  are  pending  in  another  forum.   Judgment  Officers  in  the 
Hearings  Section  decide  customer  claims  in  voluntary  and  summary 
proceedings  and  Administrative  Law  Judges  conduct  formal 
proceedings.   Administrative  Law  Judges  also  decide  enforcement 
cases  brought  by  the  Commission  against  persons  or  firms  who  have 
violated  the  Commodity  Exchange  Act  or  the  Commission's  rules  and 
regulations. 

Resource  Changes  (FY  1995) 

The  Commission  estimates  that  the  Proceedings  program  will 
be  increased  by  $136,000  in  FY  1995.   Total  request  for  FY  1995: 
$2,092,000. 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Request 


Staff-Years  (FTE) : 

Obligations  (000)  : 
Comp/Benef its 
Other  (Direct) 
Other  (Pro  rata) 

Total 


24 


23 


23 


$ 

1,384 

$ 

1,497 

$ 

1,541 

125 

148 

151 

333 

311 

400 

$ 

1,842 

$ 

1,956 

$ 

2,092 

Accomplishments  (FY  1993) 

The  number  of  complaints  received  by  the  Complaints  Section 
in  FY  1993  increased  substantially  to  204  from  125  in  FY  1992. 
In  addition,  during  FY  1993  the  Office  of  Proceedings  responded 
to  about  13,000  phone  calls,  1,200  written  inquiries,  and  400 
walk- in  requests,  and  sent  out  about  1,900  reparations  brochures. 


The  Complaints  Section  forwarded  to  the  Hearings  Section  a 
total  of  164  complaints  for  voluntary,  summary  or  formal 
adjudication  during  FY  1993.   The  Complaints  Section  ended  FY 
1993  with  a  workload  of  39  complaints  outstanding.   The 
Complaints  Section  also  supported  activities  of  the  Division  of 
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Enforcement  by  providing  the  Division  with  information  on 
incoming  complaints. 

During  FY  1993,  the  Hearings  Section  rendered  initial 
decisions  on  the  merits  in  117  reparations  cases.   In  addition, 
11  reparation  cases  were  dismissed  for  cause,  33  were  settled  and 
14  were  defaulted.   At  this  rate  of  disposition,  the  Hearings 
Section  ended  1993  with  a  workload  of  150  cases.   With  regard  to 
enforcement  cases,  the  Hearings  Section  began  FY  1993  with  a 
workload  of  36  administrative  actions.   The  Hearings  Section 
received  64  cases  during  FY  1993.   Of  these  100  enforcement  cases 
on  the  administrative  law  judges'  dockets  during  FY  1993,  7  cases 
were  settled,  34  decisions  were  issued  and  59  actions  were 
carried  forward  into  FY  1994. 

Both  the  Complaints  Section  and  the  Hearings  Section 
maintained  an  up-to-date  Reparations  Sanctions  In  Effect  List  and 
an  Enforcement  Sanctions  in  Effect  List.   The  Reparations  list, 
which  is  published  annually  and  updated  semimonthly,  is  a  record 
of  individuals  and  firms  who  have  not  paid  reparations  awards. 
The  Enforcement  list,,  which  is  a  record  of  individuals  and  firms 
who  have  enforcement  sanctions  such  as  trading  prohibitions 
outstanding  against  them  is  published  annually.   These  lists  are 
available  to  the  public  and  are  distributed  to  the  exchanges,  the 
National  Futures  Association,  the  Futures  Industry  Association, 
the  National  Association  of  Securities  Dealers,  and  the 
Securities  and  Exchange  Commission  for  use  in  their  compliance 
efforts . 

Planned  Activities  (FY  1994) 

During  FY  1994,  the  reparations  workload  in  the  Complaints 
Section  is  expected  to  remain  about  the  same.   Given  the  rate  of 
inquiries  in  FY  1993,  the  Office  of  Proceedings  expects  to 
receive  about  13,000  telephone  and  600  written  inquiries,  400 
walk- in  inquiries,  and  expects  to  send  out  about  1,400 
reparations  brochures.   It  is  estimated  that  the  number  of 
complaints  received  will  be  about  210.   Because  of  the  reduction 
of  five  staff  years  from  previously  approved  levels,  the 
carryover  of  complaints  will  increase  from  39  to  69  cases  pending 
in  the  Complaints  Section  at  the  end  of  FY  94.  Moreover,  the 
average  processing  time  in  the  Complaints  Section  will  likely 
increase  20  days.   In  addition,  the  response  time  to  the 
telephone  and  written  inquiries  will  increase  significantly. 

Also,  due  to  the  reduction  in  staff  years,  the  carryover  in 
the  Hearings  Section  will  increase  from  150  to  173  reparations 
cases  pending  at  the  end  of  FY  1994.   It  is  estimated  that 
approximately  40  enforcement  actions  will  be  filed  during  FY  1994 
creating  a  total  workload  of  99  cases. 
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Justification  of  the  Current  Level  (FY  1995) 

The  carryover  of  reparation  cases  from  FY  1994  to  FY  1995  in 
the  Complaints  Section  will  remain  high  somewhere  around  80  cases 
verses  30  in  FY  1992.   Moreover,  the  average  processing  time  will 
continue  to  be  about  20  days  longer  than  FY  1992.    The  carryover 
in  the  Hearings  Section  for  reparation  cases  will  increase  to 
between  170  to  190  cases  verses  150  in  FY  1992  and  the  carryover 
of  enforcement  cases  will  increase  to  over  50  cases  verses  36  in 
FY  1992.   Moreover,  the  length  of  time  to  complete  reparation 
cases  will  increase  at  least  20  percent  and  thus  will  take  almost 
15  to  18  months  to  complete,  rather  than  the  current  12  to  14 
months . 

In  addition,  our  response  turn-around  time  for  requests  for 
public  information  is  usually  immediate  or  less  than  24  hours. 
With  an  increased  load  and  no  increase  in  staffing  levels 
responses  to  public  inquiries  may  be  less  prompt. 

Over  time,  the  Office  of  Proceedings  has  met  the  goal  of  the 
Commission  and  the  Congressional  intent,  that  is,  it  has  provided 
an  inexpensive,  expedient  forum  for  handling  customer  complaints. 
At  the  proposed  FY  1995  staffing  levels,  however,  maintaining  our 
high  performance  standards  may  be  difficult. 


c 
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LEGAL  COUNSEL 


Introduction 


The  Legal  Counsel  Program,  operated  by  the  Office  of  the 
General  Counsel,  provides  the  Commission,  the  individual  Commis- 
sioners, and  the  Commission's  operating  divisions  with  legal 
services  in  support  of  agency  objectives.   These  services  include 
engaging  in  defensive,  appellate,  and  amicus  litigation;  drafting 
administrative  decisions;  providing  legal  advice  and  support  for 
the  Commission's  programs;  drafting  regulations;  and  interpreting 
the  Commodity  Exchange  Act. 

Resource  Changes  (FY  1995) 

The  Commission  estimates  that  the  Legal  Counsel  Program  will 
be  increased  by  $190,000  and  reduced  by  one  staff -year  in  FY  1995. 
Total  request  for  FY  1995:  $3,250,000. 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Request 


Staff-Years  (FTE) : 

33 

32 

31 

Obligations  (000) : 

Comp/Benef its 

$ 

2,495 

$ 

2,554 

$ 

2,636 

Other  (Direct) 

72 

74 

75 

Other  (Pro  rata) 

457 

432 

539 

Total 


$   3,024 


$   3,060 


$   3,250 


Accomplishments  (FY  1993) 

Litigation.   Legal  Counsel's  litigation  generally  can  be 
divided  into  the  appellate,  district  court,  and  administrative 
areas.  Turning  first  to  appellate  litigation,  in  FY  1993,  Legal 
Counsel  defended  33  appellate  actions  including  16  petitions  for 
review  of  Commission  administrative  enforcement  decisions  and  15 
petitions  for  review  of  Commission  reparation  decisions. 

In  FY  1993,  Legal  Counsel's  caseload  in  U.S.  district  courts 
mirrored  the  level  attained  in  recent  years.   In  FY  1993,  Legal 
Counsel  appeared  on  behalf  of  the  Commission  in  ten  district  court 
actions.   These  cases  principally  arise  from  Commission 
enforcement  actions  and  personnel  matters. 

Legal  Counsel  is  routinely  involved  in  other  district  court 
and  state  litigation  as  well.   For  example,  during  FY  1993,  Legal 
Counsel  handled  21  matters  in  which  parties  in  private  litigation 
and  arbitration  (including  cases  brought  by  federal  and  state 
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regulatory  agencies)  sought  information  from  the  Commission  by 
serving  subpoenas  for  the  testimony  of  Commission  staff  and  for 
the  production  of  Commission  records,  or  by  formally  requesting 
testimony  of  Commission  employees.   In  these  cases,  as  necessary, 
Legal  Counsel  seeks  to  protect  commercial  and  market  sensitive 
information  falling  within  the  confidentiality  provisions  of 
Section  8  of  the  Commodity  Exchange  Act  and  to  protect  against 
disclosures  which  would  impair  Commission  investigations, 
surveillance  or  enforcement  efforts. 

Another  type  of  district  court  litigation  involves  bankruptcy 
proceedings  of  insolvent  commodity  brokers.   Legal  Counsel 
provides  assistance  to  trustees  and  courts  in  such  cases  to  insure 
that  customer  funds  receive  proper  treatment  under  the  Bankruptcy 
Code.  In  FY  1993,  Legal  Counsel  handled  36  bankruptcy  proceedings. 

Legal  Counsel  also  continued  its  amicus  curiae  ("friend  of 
the  court")  litigation  program  in  FY  1993  and  participated  in 
three  such  cases  during  this  period.   The  principal  mission  of 
Legal  Counsel  staff  in  amicus  cases  is  to  assist  the  courts  in 
resolving  difficult  or  novel  questions  arising  under  the  Commodity 
Exchange  Act  or  Commission  regulations  with  a  view  to  making 
significant  contributions  to  the  development  of  consistent  and 
accurate  legal  precedent. 

Legal  Counsel  also  conducted  administrative  litigation  in  FY 
1993.   Such  litigation  involves  employment  law  matters  as  well  as 
the  ethical  standards  of  attorneys  and  accountants  who  appear  or 
practice  before  the  Commission.   Employment  law  matters  generally 
involve  allegations  by  employees  or  former  employees  that  they 
were  denied  equal  employment  opportunity  or  merit  system 
protection.   In  FY  1993,  Legal  Counsel  handled  three  such  matters. 

Opinions.   The  Legal  Counsel  staff  manages  the  Commission's 
appellate  adjudicatory  program  by  analyzing  the  factual  and  legal 
issues  raised  in  an  appeal,  consulting  with  the  Commissioners  and 
their  legal  advisors  about  those  issues,  and  preparing  a  recom- 
mended opinion  and  order  resolving  the  issues  in  a  manner  sup- 
ported by  a  majority  of  the  participating  Commissioners.   In 
general,  the  issues  resolved  by  the  Commission  arise  out  of 
appeals  from:  (1)  an  Administrative  Law  Judge's  decision  in  an 
enforcement  action  brought  by  the  Commission  to  sanction  viola- 
tions of  the  Act  and  related  regulations;  (2)  a  presiding 
officer's  decision  in  a  reparation  action  brought  by  a  futures 
customer  to  recover  damages  proximately  caused  by  violations  of  - 
the  Act  and  related  regulations;  (3)  the  National  Futures 
Association's  ("NFA")  decision  in  a  disciplinary,  membership 
denial  or  registration  action  brought  against  one  of  its  members 
or  associates;  or  (4)  a  futures  exchange's  decision  in  a  discipli- 
nary, access  denial  or  adverse  action  brought  against  one  of  its 
members  or  associates. 
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For  the  most  part,  the  Commission  defers  to  the  factual 
analysis  of  the  decision-maker  who  has  initially  reviewed  the 
record,  focusing  its  limited  appellate  resources  on  the  proper 
resolution  of  the  legal  or  policy  issues  that  are  most  likely  to 
have  a  significant  impact  on  members  of  the  futures  industry  and 
their  customers.   The  Legal  Counsel  staff  works  closely  with  the 
Commissioners  and  their  legal  advisors  in  order  to  maintain  an 
appropriate  balance  between  quality  and  productivity  in  the 
Commission's  appellate  adjudicatory  program. 

In  FY  1993,  Legal  Counsel  resolved  93  cases.   For  the  most 
part,  Legal  Counsel  concentrated  on  very  complex  cases  which  were 
difficult  to  resolve.   Many  of  the  cases  were  in  the  enforcement 
area,  including  a  manipulation  case,  a  trade  practices  matter,  and 
16  cases  arising  from  the  government's  undercover  investigation  of 
fraudulent  trading  on  the  exchange  floor.   These  precedent  setting 
cases  of  first  impression  required  consistency  in  the  application 
of  the  law  and  in  the  imposition  of  sanctions.   Some  of  the 
reparations  cases  decided  this  year  were  concerned  with  the 
computation  of  the  statute  of  limitations  and  whether  violations 
of  the  Act  were  the  proximate  cause  of  the  complainants'  losses. 
Cases  on  appeal  to  the  Commission  from  decisions  of  futures 
exchanges  involved  questions  of  proper  notice  and  whether  the 
exchanges'  choice  of  sanctions  needed  to  be  re-evaluated  in  light 
of  the  Commission' s  liability  determinations. 

Legal  Advisor.   Legal  Counsel  is  the  chief  legal  advisor  to 
the  Commission.  In  this  role,  Legal  Counsel  participates  in  the 
formulation  of  the  Commission's  regulatory  policy,  preparing 
advisory  memoranda  to  the  Commission  on  legal  issues  relating  to 
regulatory  initiatives,  legislative  proposals,  and  statutory 
interpretations.  Legal  Counsel  is  routinely  available  to  the 
Commission  and  its  operating  divisions  for  legal  consultation  and 
advice. 

The  Legal  Counsel  staff  also  reviews  documents  prepared  for 
the  Commission  by  other  divisions  to  ensure  consistency  with 
statutory  requirements,  Commission  precedent  and  policy,  and  legal 
developments.  In  addition,  the  staff  assists  individual 
Commissioners  and  program  managers  in  the  development  of  the 
Commission's  regulatory  programs.   The  staff  answers  public 
inquiries  concerning  the  Commission's  statutory  responsibilities 
and  provides  legal  opinions  to  federal  and  state  agencies  with 
related  regulatory  interests.  It  also  publishes  formal  inter- 
pretations involving  questions  arising  under  the  Commodity 
Exchange  Act  that  are  of  interest  to  a  broad  sector  of  the  futures 
industry. 

Legal  Counsel  provides  support  to  the  Commission's  enforce- 
ment program  by  performing  legal  analyses  and  drafting  background 
memoranda  concerning  enforcement  actions.   In  FY  1993,  Legal 
Counsel  reviewed  approximately  100  proposed  enforcement  actions. 
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A  number  of  these  cases  involved  complicated  issues  of  law  and 
fact  that  must  be  analyzed  under  demanding  time  constraints. 

Applications  for  contract  market  designation  and  proposed 
contract  market  and  registered  futures  association  rule  changes 
are  also  reviewed  by  Legal  Counsel.   In  FY  1993,  Legal  Counsel 
analyzed  over  200  of  these  matters. 

Proposed  Commission  regulatory  initiatives,  a  substantial 
number  of  which  were  mandated  during  FY  1993  by  the  Futures 
Trading  Practices  Act  of  1992  ("FTPA"),  are  also  routinely 
reviewed  by  the  Legal  Counsel  staff.   Moreover,  the  staff  often 
assumes  primary  responsibility  for  drafting  proposed  Commission 
rules  and  statutory  interpretations.   In  addition,  in  FY  1993, 
Legal  Counsel  continued  to  analyze  financial  services  provisions 
proposed  for  inclusion  in  GATT  and  NAFTA,  responded  to  no-action 
requests  related  to  the  domestic  offer  and  sale  of  foreign  stock 
indices,  and  devoted  substantial  resources  to  the  Commission's 
effort  to  negotiate  information  sharing  arrangements  and  other 
cooperative  arrangements  with  foreign  nations. 

In  the  legislative  area,  Legal  Counsel's  workload  in  the 
first  months  of  FY  1993  was  heavy  due  to  the  passage  of  the  FTPA 
in  October  1992.   In  addition,  throughout  much  of  the  year,  Legal 
Counsel  staff  devoted  a  substantial  amount  of  time  to  assisting 
the  Commission  in  analyzing  legislative  proposals  and  addressing 
Congressional  inquiries.   Legal  Counsel  continued  to  review 
specific  proposals  in  order  to  advise  the  Commission  on  how  such 
proposals  were  likely  to  bear  on  the  operation  of  the  futures 
industry  and  the  Commission's  regulatory  operations. 

Finally,  in  discharging  its  duty  as  the  Commission's  legal 
advisor.  Legal  Counsel  furnished  ongoing  advice  on  topics  as 
diverse  as  rules  or  actions  of  self -regulatory  organizations, 
Commission  rules,  ethics  questions,  Commission  acquisitions  and 
contractual  requirements,  and  personnel  matters.   The  staff  also 
helped  to  assure  the  Commission's  compliance  with  the 
Rehabilitation  Act,  the  Privacy  Act,  the  Federal  Advisory 
Committee  Act,  the  Freedom  of  Information  Act,  the  Budget  and 
Accounting  Procedures  Act,  the  Government  in  the  Sunshine  Act,  the 
Paperwork  Reduction  Act,  and  the  Regulatory  Flexibility  Act. 

Planned  Activities  (FY  1994) 

Generally,  Legal  Counsel's  litigation  caseload  has  been  a 
function  of  the  Commission's  enforcement  activity  and  its 
reparations  docket.   Legal  Counsel  has  seen  a  surge  in  the  number 
of  bankruptcy  proceedings  involving  insolvent  brokers  and  other 
members  of  the  futures  industry,  in  which  the  Commission  assists 
courts  and  trustees  on  behalf  of  customers.   In  other  areas,  it  is 
highly  likely  that  an  increase  in  the  number  of  reparation  actions 
instituted  will  result  in  an  increased  number  of  appeals  from 
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presiding  officers'  decisions  to  the  Commission,  and  appeals  from 
the  Commission  to  U.S.  circuit  courts.   In  addition,  the  number  of 
cases  not  involving  the  agency  as  a  party,  but  in  which  Commission 
documents  and/or  employee  testimony  is  sought,  is  currently 
substantially  higher  than  anticipated.   As  is  often  the  case  at 
the  time  of  budget  preparation,  while  the  Commission  anticipates  a 
litigation  caseload  at  least  as  active  as  last  year,  the  likely 
composition  of  that  caseload  remains  somewhat  uncertain. 

With  the  exception  of  cases  in  which  the  Commission 
participates  as  amicus  curiae.  Legal  Counsel's  litigation  activity 
is  mandatory,  since  Legal  Counsel  must  defend  the  agency  when  it 
is  sued  or  its  orders  challenged  in  court.   Moreover,  even  Legal 
Counsel's  amicus  participation  is,  in  part,  obligatory  since  the 
Commission  is  often  called  upon  to  clarify  important  aspects  of 
commodities  law,  either  to  forestall  future  litigation  or  at  the 
direct  request  of  a  reviewing  court. 

Work  on  legislation  reauthorizing  the  Commission  is  expected 
to  begin  in  FY  1994  and  will  cause  a  significant  demand  on  Legal 
Counsel  resources.   Reauthorization  will  entail  analyzing  proposed 
legislative  reforms,  drafting  proposed  amendments,  and 
coordinating  the  Commission's  legislative  agenda  before  Congress. 
Legal  Counsel  anticipates  that  it  will  also  need  to  address 
Congressional  inquiries  from  its  oversight  committees  as  well  as 
from  individual  members  of  Congress.   It  seems  likely  that  this 
next  reauthorization  will  involve  complex  legislation  requiring 
substantial  attention  from  all  members  of  the  senior  staff.   The 
end  result  is  likely  to  result  in  a  substantial  strain  on  the 
Legal  Counsel  staff's  already  limited  resources. 

Legal  Counsel  also  anticipates  that  it  will  continue  to 
provide  support  to  the  Commission  as  it  addresses  Congressional 
inquiries  from  its  oversight  committees  as  well  as  individual 
members  of  Congress,  and  continues  to  monitor  and  contribute  to 
the  public  discussion  of  overall  financial  market  reform. 

Legal  Counsel  foresees  an  increase  in  its  workload  in  FY  1994 
because  as  many  reparation  claims  were  filed  in  the  Office  of 
Proceedings  in  the  first  six  months  of  FY  1993  as  were  filed  in 
all  of  FY  1992;  the  percentage  of  appeals  from  initial  decisions 
is  expected  to  remain  the  same  as  in  FY  1992.   Additionally,  it  is 
anticipated  that  there  will  be  appeals  from  NFA  decisions  made 
pursuant  to  the  new  floor  trader  registration  regulations. 

Predicting  Legal  Counsel's  advisory  workload  is  difficult 
because  such  work  is  largely  dependent  upon  a  variety  of  external 
factors,  including  the  activity  of  other  Commission  programs; 
requests  for  legal  analysis  from  the  Commission, 
individual  Commissioners,  and  other  divisions;  inquiries  from 
federal  and  state  officials;  legal  issues  encountered  by  the 
National  Futures  Association;  and  requests  for  legal  inter- 
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pretations  from  commodities  professionals  and  members  of  the 
public.   At  this  time,  Legal  Counsel  anticipates  that  a  number  of 
issues  will  contribute  to  its  advisory  burden,  notably,  the 
continued  development  and  use  of  hybrids,  swaps,  and  related 
financial  instruments  and  products,  the  implementation  of 
regulations  governing  floor  trade  practices,  and  the  ongoing 
global  expansion  of  futures  trading,  particularly  the  areas  of 
after  hours  and  electronic  trading. 

As  the  above  description  of  Legal  Counsel's  FY  1994  planned 
activities  indicates,  the  majority  of  its  work  is  reactive  in 
nature  and  necessary  to  the  operation  of  the  Commission. 
Existing  staffing  levels  results  in  Legal  Counsel  employees  in  FY 
1994  performing  at  a  level  of  work  that  could  be  performed  in  a 
timely  manner  only  by  a  larger  staff.   Time  delays  possibly  can 
occur  in  all  areas  and  the  level  of  activity  in  some  areas  may  be 
curtailed.   In  particular,  despite  having  effectively  cleared  its 
backlog  of  opinions  matters,  Legal  Counsel  believes  that  a 
possibility  exists  of  creating  a  new  backlog.   Similarly,  the 
Commission's  amicus  curiae  participation  may  be  curtailed  in 
situations  where  Commission  participation  is  not  requested  by  a 
court.   The  Legal  Counsel's  ability  to  assist  foreign  governments 
may  be  affected.   Cooperative  efforts  between  the  Commission  and 
other  agencies  may  suffer  and  would  cease  in  many  instances. 

Impact  of  the  Current  Services  Level  (FY  1995) 

In  recent  years,  Legal  Counsel  has  successfully  met  its  goal 
of  providing  expert  legal  advice  and  representation  to  the 
Commission,  its  operating  divisions,  and  the  public.   Operation  of 
Legal  Counsel  at  the  current  services  level  jeopardizes  that  goal 
by  further  limiting  staff  numbers  in  the  face  of  an  increasing 
workload  in  all  areas  of  operation. 

Operation  of  the  Legal  Counsel  at  current  services  level  . 
would  cause  substantial  delays  in  resolution  of  opinions  matters. 
As  noted  earlier,  the  number  of  reparation  cases  filed  during  the 
first  half  of  FY  1993  is  equal  to  all  of  those  filed  in  FY  1992. 
This  indicates  that  there  is  a  great  possibility  of  the 
development  of  a  new  and  large  backlog  of  cases  in  this  area. 

Moreover,  this  large  number  of  reparation  cases  suggests  a 
corresponding  high  level  of  litigation  activity  in  the  near 
future.   As  a  consequence,  existing  problems  in  litigation  staff 
levels  will  be  exacerbated.   For  example,  appellate  litigation 
requires  that  the  Legal  Counsel  meet  court  imposed  deadlines  for 
filing  agency  records.   Due  to  an  existing  shortage  of  paralegals, 
staff  attorneys  must  assist  in  this  specialized  clerical  function, 
which  results  in  an  inefficient  allocation  of  scarce  resources. 
As  Legal  Counsel's  workload  expands,  this  situation  will 
intensify,  causing  significant  stress  on  existing  staff. 
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If  reauthorization  legislation  is  enacted  during  FY  1994, 
Legal  Counsel  will  participate  in  the  Commission's  implementation 
of  the  law.   On  the  other  hand,  enactment  of  reauthorization 
legislation  for  the  Commission  may  carry  over  into  FY  1995.   In 
either  event,  Legal  Counsel  can  be  expected  to  devote  substantial 
resources  to  this  process  with  reduced  staff. 

Despite  these  projected  increases  in  activity,  the  current 
services  level  is  four  FTE  short  of  what  Legal  Counsel  anticipated 
that  it  would  need  for  FY  1995.   That  translates  into  more  than  a 
10  percent  reduction  in  staff  levels.   At  a  minimum,  Legal  Counsel 
expects  this  reduction  to  create  new  backlogs  in  opinions  matters 
as  well  as  delays  in  most  other  areas.   Legal  Counsel  will  have  to 
devote  its  limited  resources  to  those  areas  subject  to  legislative 
(i.e.  reauthorization)  or  court- imposed  deadlines,  to  the 
detriment  of  every  other  activity  currently  performed. 

Impact  of  Reduced  Request  Level  (FY  1995) 

The  reduced  request  level  has  the  effect  of  reducing  Legal 
Counsel's  staff  level  by  well  over  10  percent  from  its  current, 
already  reduced,  services  level.   Operation  of  the  Legal  Counsel 
at  this  severely  reduced  level  would  deeply  retard  its  ability  to 
timely  perform  its  duties  in  all  areas.   At  a  minimum,  it  seems 
likely  that  the  impact  of  operating  at  the  reduced  request  level 
would:   (1)  create  a  substantial  backlog  of  opinions  matters;  (2) 
curtail  acutely  the  amicus  curiae  program  as  well  as  other  legal 
services  provided  such  as  monitoring  cases  involving  the  CEA;  (3) 
reduce  or  eliminate  assistance  to  foreign  governments  and 
cooperative  efforts  between  the  Commission  and  other  agencies;  and 
(4)  in  general,  require  Legal  Counsel  to  seek  assistance  by 
temporarily  borrowing  staff  from  other  divisions  in  order  to 
handle  the  deadlines  surrounding  appropriations  and 
reauthorization  as  well  as  its  increasingly  large  litigation 
docket.   It  may  be  possible  that  the  strain  on  existing  staff 
levels  and  resulting  staff  inefficiencies  (i.e. .  attorneys 
performing  secretarial  and  paralegal  tasks)  will  be  great.   This 
may  result  in  a  such  a  significant  drop  in  productivity  that  it 
could  not  be  remedied  even  by  a  temporary  allocation  of  support 
staff  to  the  Legal  Counsel. 

Moreover,  time  delays  in  the  performance  of  some  legal  tasks 
would  be  especially  detrimental  in  certain  areas.   For  example,  in 
the  advisory  workload  area,  the  private  sector  depends  on  Legal 
Counsel  to  provide  timely  answers  to  regulatory  interpretation 
questions  which  often  involve  new  products.   Timely  resolution  of 
these  questions  is  critical  in  order  to  keep  America  competitive 
in  commodity  markets  throughout  the  world.   In  conclusion,  staff 
reductions  would  create  substantial  problems  in  all  areas  of  the 
Legal  Counsel's  activities. 
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REPORT  ON  OBLIGATIONS  FOR  INFORMATION  TECHNOLOGY  SYSTEMS 
SUMMARY  OF  OBLIGATIONS   FY  1993   -  FY  1995 


A11-43C 


CAPITAL  INVESTMENT  ($000) 

A.  Purchase  of  hardware 

B.  Purchase  of  software 

C.  Site  or  facility 

Subtotal 
PERSONNEL  ($000) 
A. 


B. 


Compensation,  benefits 
and  travel 

Workyears 

Subtotal 


EQUIPMENT,  RENTAL,  SPACE  AND 
OTHER  OPERATIONAL  COST  ($000) 

k.  Lease  of  hardware 

B.  Lease  of  software 

C.  Space 

D.  Supplies  and  other 

Subtotal 
COMMERCIAL  SERVICES  ($000) 

A.  ADPE  time 

B.  Voice  communications 

C.  Data  communications 

D.  Operations  and  maintenance 

E.  Systems  analysis,  programming 
design,  and  engineering 

F.  Studies  and  other  (training) 

G.  Significant  use  of 
information  technology 


FY  1993 

FY 

1994 

FY  1995 

Actual 

Estimate 

Request 

974 

90 

665 

105 

50 

50 

S. 

-IS 

_15 

1,087 

155 

950 

1,732 

LLLL 

1,732 


831 


1,798 


L2U 

1,798 


936 


1,768 


I2fli 

1,788 


0 

0 

0 

377 

430 

450 

384 

424 

449 

70 

82 

90 

989 


129 

172 

175 

163 

170 

174 

110 

150 

158 

240 

254 

267 

1,000 

0 

622 

18 

16 

16 

0 

0 

0 
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Subtotal  -I  ccn  _,„ 

1,660  762  1,412 

INTERAGENCY  SERVICES  ($000) 

A.  Payments  cn  __' 

B.  nffCcff,'n,  «n...j_.  543  551  567 


B.    Offsetting  collections 
Subtotal 

6.  INTRA-AGENCY  SERVICES 

A.  Payments 

B.  Offsetting  collections 

Subtotal 

7.  OTHER  SERVICES 

A.  Payments 

B.  Offsetting  collections 

Subtotal 


— 0         Q  _o 

543  551  567 


0  0  o 

-2        Q  0 


0  0  o 

-°         Q  o 


TOTALS 

Total  Obligations  5  fir,        .    _n. 

b'853  4,202  5,706 
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ESTIMATE  OF  OBLIGATIONS  FOR  FY  1994 

CAPITAL  INVESTMENT  ($000) 

A.    PURCHASE  OF  HARDWARE  $     90 

Replacement  Personal  Computer      ($  25) 
Parts 

Replacement  Terminals,  Modems,      ($  55) 
Switches,  Printers,  etc. 
--   Telephone  Systems/Equipment        ($  10) 


B.    WORK  YEARS 

3.    EQUIPMENT  RENTAL,  SPACE  AND  OTHER 
OPERATIONAL  COSTS  ($000) 


$     50 


$     15 


B.  PURCHASE  OF  SOFTWARE 

Microcomputer  Software  Packages     ($  50) 

for  Expanded  Software 

Requirements 

C.  SITE  OR  FACILITY 

--   Modifications  to  Network  Wiring     ($  10) 
to  Support  Personal  Computers 
Specialized  ADP/Network  Furniture   ($   5) 

PERSONNEL  ($000) 

A.    COMPENSATION,  BENEFITS  AND  $   1  79  8 

TRAVEL 


(29) 


A.  LEASE  OF  HARDWARE  $      0 

B.  LEASE  OF  SOFTWARE  5    430 

IBM  MVS/XA  Operating  System  ($215) 

Datacomm  DBMS  ($  63) 

Top  Secret  Security  Package  ($  8) 

Statistical  Software  ($  42) 

Tape  Management  System  ($  5) 

FDR,  ABR,  Compaktor  ($  5) 

JARS  Accounting  System  ($  5) 

--  Syncsort  ($  4) 

--   Banyan  Network  Operating  System    ($  34) 
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Financial  Management  System 

($ 

49) 

c. 

SPACE 

$ 

424 

D. 

SUPPLIES  AND  OTHER 

$ 

82 

Supplies 
Periodicals 

($ 
($ 

79) 
3) 

4.    COMMERCIAL  SERVICES  ($000) 

A.  ADPE  TIME  $    172 

--   LEXIS/WESTLAW/JURIS  Research         ($149) 
Library  Services  ($  23) 

B.  VOICE  COMMUNICATIONS  $    170 

C.  --   DATA  COMMUNICATIONS  $    150 

Communication  Lines  for  Mainframe    ($150) 
and  Expanded  Microcomputer  Network 

D.  OPERATIONS  AND  MAINTENANCE  $    2  54 

Computer  Output  Microfiche 
Services 

Maintenance  Mainframe  Computer 
System 

Maintenance  of  Tape  Drives 
and  Printer 

Maintenance  Disk  Drives 
Maintenance  Front  End  Processors 
Maintenance  Terminals  and  Remote 
Controllers 

Maintenance  Remote  Site  Printers 
Maintenance  Microcomputer  Network 
File  Servers 

Maintenance  of  Network  Communi- 
cation Devices 
Maintenance  of  PC  Equipment 
Maintenance  Chicago  Data  Center 
A/C 

Maintenance  Washington  Operations 
Center  A/C 
Maintenance  for  Telephone  Systems 

E.    SYSTEMS  ANALYSIS,  PROGRAMMING, 
DESIGN  AND  ENGINEERING 


($ 

4) 

($ 

53) 

($ 

26) 

($ 
($ 
($ 

27) 

10) 

8) 

($ 
($ 

40) 
31) 

($ 

17) 

($ 
($ 

15) 
9) 

($ 

4) 

($ 

10) 
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STUDIES  AND  OTHER 


$     16 
--   Commercial  Training  {$   lg) 

G.    SIGNIFICANT  USE  OF  INFORMATION 

TECHNOLOGY  $      0 

5.    INTERAGENCY  SERVICES  ($000) 

A .    PAYMENTS 

--   Personnel /Payroll  System  ,s  5q, 
(National  Finance  Center) 

;™ST  (Department  of  Justice)  <$  o, 

--   GOALS  (Department  of  Treasury)  f  ! 

--   FEDLINK  (Library  of  CongresI)  f  o 

--   Dept.  of  Agriculture  !  ?■ 

--   GSA  Telephones  [{  * 
--   FTS  Telephones 


$    551 


($140) 


TOTAL 


$   4,202 


LEASE  OF  SOFTWARE 

--   IBM  MVS/XA  Operating  System  ($222) 

Datacomm  DBMS  ($  63) 

--   Top  Secret  Security  Package  ($  8) 

Statistical  Software  ($  42) 

Tape  Management  System  ($  5) 

FDR,  ABR,  Compaktor  ($  5) 

JARS  Accounting  System  ($  5) 


$    885 
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ESTIMATE  OF  OBLIGATIONS  FOR  FY  19 9 5 

CAPITAL  INVESTMENT  ($000) 
A.    PURCHASE  OF  HARDWARE 

Equipment  to  Implement  Client/      ($460) 

Server  Architecture 

Personal  Computers  to  Replace      ($295) 

Older  Units 

Replacement  Personal  Computer       ($  25) 

Parts 

Replacement  Terminals,  Modems,      ($  55) 

Switches,  Printers,  etc. 

Telephone  Systems/Equipment        ($  50) 

B.  PURCHASE  OF  SOFTWARE 

Microcomputer  Software  Packages     ($  50) 

for  Expanded  Software 

Requirements 

C.  SITE  OR  FACILITY 

Modifications  to  Network  Wiring    ($  10) 
to  Support  Personal  Computers 
Specialized  ADP/Network  Furniture   ($   5) 

PERSONNEL  ($000) 

A.    COMPENSATION,  BENEFITS  AND  $   1  700 

TRAVEL  $   1,78e 


$     50 


$     15 


(28) 


B.    WORK  YEARS 

EQUIPMENT  RENTAL,  SPACE  AND  OTHER 
OPERATIONAL  COSTS  ($000) 

A.    LEASE  OF  HARDWARE  <•      n 


$      0 
$    450 
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Syncsort 

Banyan  Network  Operating  System 
Financial  Management  System 
CD  Rom  Library  Subscriptions 


C. 


SPACE 


D.    SUPPLIES  AND  OTHER 

Supplies 
COMMERCIAL  SERVICES  ($000) 

A.  ADPE  TIME 

--   LEXIS /WESTLAW/ JURIS  Research 
Library  Services 

B.  VOICE  COMMUNICATIONS 

C.  LEASED  SERVICES 

Communication  Lines  for  Mainframe 
and  Expanded  Microcomputer  Network 

D.  OPERATIONS  AND  MAINTENANCE 

Computer  Output  Microfiche 
Services 

Maintenance  Mainframe  Computer 
System 

Maintenance  of  Tape  Drives 
and  Printer 

Maintenance  Disk  Drives 
Maintenance  Front  End  Processor 
Maintenance  Terminals  and  Remote 
Controllers 

Maintenance  Remote  Site  Printers 
Maintenance  Microcomputer  Network 
File  Servers 

Maintenance  of  Network  Communi- 
cation Devices 
Maintenance  of  PC  Equipment 
Maintenance  Chicago  Data  Center 
A/C 

Maintenance  Washington  Operations 
Center  A/C 
Maintenance  for  Telephone  Systems 


($ 

4) 

($ 

34) 

($ 

49) 

($ 

13) 

$ 

449 

$ 

90 

($  90) 


($152) 
($  23) 


($158) 

($  4) 

($  53) 

($  26) 

($  27) 

($  10) 

($  8) 

($  40) 

($  31) 

($  20) 


($ 
($ 

15) 
9) 

($ 

4) 

($ 

20) 

175 

174 

158 

267 
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E.  SYSTEMS  ANALYSIS,  PROGRAMMING  $     622 
AND  DESIGN 

Applications  Programming  Support  ($475) 

Systems  Programming  Support  ($120) 

Technical  Support  for  Financial  ($  27) 
Management  System  (Per  Contract) 

F.  STUDIES  AND  OTHER  $      16 

Commercial  Training  ($  16) 

G.  SIGNIFICANT  USE  OF  INFORMATION  $       0 
TECHNOLOGY 

INTERAGENCY  SERVICES  ($000) 

A.    PAYMENTS  $    567 

Personnel/Payroll  System  ($  62) 

(National  Finance  Center) 

JUST  (Department  of  Justice) 

GOALS  (Department  of  Treasury) 

FEDLINK  (Library  of  Congress) 

Dept .  of  Agriculture 

GSA  Telephones 

FTS  Telephones 

TOTAL  $   5,706 


($ 

8) 

($ 

6) 

($ 

2) 

($ 

4) 

($341) 

($144) 

664 
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PERFORMANCE  STATISTICS 

ENFORCEMENT 


FY  1993      FY  1994 
Actual    Estimate 


INVESTIGATIONS 

Pending  Beginning 
of  Fiscal  Year 

New  Investigations 
Opened 

Investigations 
Closed 

Pending  End  of 
Fiscal  Year 


104 
89 
96 
97 


97 


73 


78 


92 


FY  1995 

Request 


92 


70 


75 


87 


LITIGATION 

Pending  Beginning 
of  Fiscal  Year 

New  Cases  Opened 

Cases  Completed 

Pending  End  of 
Fiscal  Year 


117 

119 

115 

56 

50 

48 

54 

54 

52 

119 


115 


111 
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no 

PERFORMANCE  STATISTICS 
MARKET  SURVEILLANCE 


Weekly  Surveillance 
Sheets  Prepared 

Special  Market 
Surveillance  Reports 

Reports  from  Traders 

FCM  Audits 

Information  Letters 
Sent 

Compliance  Letters: 

Reporting 
Requirements 

Speculative  Limits 

Reports  Published 


FY  1993 
Actual 


2,803 


FY  1994 
Estimate 


2,800 


FY  1995 
Request 


2,800 


81 

90 

40 

733,320 

790,000 

840,000 

31 

24 

20 

6,980 

7,200 

3,500 

3,275 

3,360 

2,000 

3,209 

3,300 

1,950 

66 

60 

50 

3,201 

3,100 

2,700 

668 

in 

PERFORMANCE  STATISTICS 
MARKET  ANALYSIS 

FY  1993       FY  1994      FY  1995 
Actual     Estimate     Request 

New  Futures  Contracts- - 

Completed  Reviews  21  21  21 

Economic  Analyses  of  Futures 

Rule  Changes  Completed  100  101         102 

New  Option  Contracts- - 

Completed  Reviews  27  27  27 

Economic  Analyses  of  Option 

Rule  Changes  Completed  13  14  15 
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PERFORMANCE  STATISTICS 
MARKET  REVIEW  AND  DEVELOPMENT 


Inquiries  and  Requests 
General  Correspondence 
Exemption  Requests 
Interpretations 
Petition  Requests 


FY  1993 

FY 

1994 

FY  1995 

Actual 

Estimate 

Request 

608 

500 

500 

46 

55 

50 

3 

4 

4 

5 

4 

4 

Domestic  Markets 

Rule  Enforcement  Reviews 

Trade  Practice  Investigations 

Referrals : 

To  Self -Regulatory 
Organizations 

To  Division  of  Enforcement 

Designated  Self -Regulatory 
Organizations  Disciplinary 
Actions 

Exchange  Emergency  Actions 
Reviewed 

Regulatory  Analysis 

Rules  Approved 

Rules  Made  Effective 


7 
124 

13 
8 

601 


6 

100 

18 
10 

660 


6 

100 

18 
10 

670 


322 

409 


500 
500 


500 
500 
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PERFORMANCE  STATISTICS 
INTERMEDIARY  AND  PROFESSIONAL  REVIEW 


Public  Inquiries: 

General  Correspondence 
Exemption  Requests 
No-Action  Requests 
Interpretations 


FY  1993 
Actual 


76 

346 

90 

49 


Total  561 

Managed  Funds  (CPOs  and  CTAs) 

Disclosure  Documents 

Processed  4,013 

Comment  Letters  Issued  2,040 


Referrals: 
To  SRO 
To  Division  of  Enforcement 

Registration  and  Penalty  Collection 

Fitness  Reviews  of  FBs  Closed 

Denial  Notices/Referrals 
to  Enforcement 


3 
2 


161 


134 


Review  of  Withdrawal 
Requests 


1,544 


FY  1994 
Estimate 


65 
340 
100 

50 

555 

3,500 
1,250 


4 

2 


140 


40 


1,500 


FY  1995 
Request 


75 

335 

85 

45 

540 

3,500 

1,250 


4 
2 


100 


40 


1,500 


Civil  Penalties 

($000) 

New 

$3,939 

$3,000 

$3,000 

Collected 

3,214 

2,500 

2,500 

Written-off 

790 

853 

800 

Balance 


3,253 


2,900 


2,600 
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PERFORMANCE  STATISTICS 
FINANCIAL  RISK  MANAGEMENT 


FY  1993 
Actual 

SRO  Rule  Enforcement  Reviews  2 

Oversight  Audits: 

Futures  Commission  Merchants  29 

Commodity  Pools  34 

Other  Registrants  16 

Financial  Investigative  Reviews  5 

Referrals  to  Division  of 

Enforcement  2 

Financial  Reports  Processed  2,826 

Warning  and  Noncompliance 

Letters  Issued  258 

Interpretations,  Exemptions 
No-Actions  and  Relief 

Letters  Issued  79 

Telegraphic  Notices  Investigated  58 


FY  1994 
Estimate 


20 
20 

20 


1 
2,300 

100 


20 
60 


FY  1995 
Request 


20 
20 
20 


1 
2,300 

100 

20 
60 
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PERFORMANCE  STATISTICS 
PROCEEDINGS 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Request 


REPARATIONS  CASES 

Complaints  Section 

Complaints  pending  beginning 
of  Fiscal  Year 

Complaints  Filed 

Complaints  Dismissed 

Complaints  Forwarded  for  All 
Types  of  Proceedings 

Complaints  Pending  End  of 
Fiscal  Year 

Hearings  Section 

Cases  Pending  Beginning 
of  Fiscal  Year 

Cases  Received  for  All 
Types  of  Proceedings* 

Cases  Dismissed  for  Cause 

Cases  Settled 

Cases  Disposed  of  by  Default 

Cases  Disposed  of  by  Initial 
Decision 

Total  Dispositions 

Cases  Pending  at  End  of 
Fiscal  Year 


27 

39 

69 

04 

210 

210 

28 

30 

40 

164 


39 


147 


150 


69 


150 


160 


79 


173 


178 

175 

175 

11 

15 

20 

33 

27 

30 

14 

10 

10 

117 

100. 

100 

175 

152 

160 

150 


173 


188 


*  Includes  Remands  and  Reconsiderations. 


Hearings  Section 
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ENFORCEMENT  CASES 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Request 


Cases  Pending  Beginning 
of  Fiscal  Year 

Cases  Received  for 
Adjudication* 

Cases  Settled 

Decisions  Issued 

Total  Dispositions 

Cases  Pending  at  End 
of  Fiscal  Year 

REPARATIONS  INQUIRIES 

Telephone  Inquiries 

Walk- In  Inquiries 

Written  Inquiries 

Brochures  Sent 


36 

64 

7 

34 

41 

59 


59 

40 
10 
30 
40 

59 


59 

40 
16 
30 
46 

53 


13,000 

13,000 

13,000 

400 

400 

400 

1,200 

600 

600 

1,900 

1,400 

1,400 

*  Includes  Remands  and  Reconsiderations, 
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PERFORMANCE  STATISTICS 
LEGAL  COUNSEL 


Appellate  Litigation 

Reparations 
Enforcement 
Petitions/Appeals 
Rules/Regulatory  Actions 
Other 

Total  Appellate 


FY  1993 
Actual 


15 


16 
0 
2 

33 


FY  1994 
Estimate 


15 


15 
5 
3 

38 


FY  1995 
Request 


17 


17 
6 

3 

43 


Other  Litigation 

District  Courts 
Third  Party  Subpoenas 
Amicus  (all  courts) 
Bankruptcy 
Other 

Total  Other  Litigation 


10 

16 

18 

21 

48 

53 

3 

5 

6 

36 

52 

56 

6 

4 

4 

76 


125 


137 


Administrative  Litigation/Proceedings 


Personnel 
FOIA/Privacy  Act 
Other 

3 

14 

0 

6 
25 

1 

7 
27 

1 

Total  Administrative 

17 

32 

35 

GRAND  TOTAL 

126 

195 

215 
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PERFORMANCE  STATISTICS 
LEGAL  COUNSEL  --  OPINIONS 


FY  1993       FY  1994      FY  1995 
Actual     Estimate     Request 

Matters  Pending  at  Beginning 

of  Fiscal  Year  54  60  63 

Matters  Received  During 

Fiscal  Year  70  90  85 

Matters  Completed  During 

Fiscal  Year  93  85  80 

Matters  Pending  at  End  of 

Fiscal  Year  60—/        63  68 


— '  The  numbers  of  reparations  cases  pending  at  the  end  of  FY 
1993  and  FY  1994  reflect  the  adoption  by  OGC  and  the  Office  of 
Proceedings  of  a  common  system  of  counting  appeals.  To  reflect 
this  change,  2  9  cases  were  added  to  the  number  pending  on  appeal 
during  these  years.  The  29  cases  are  expected  to  be  resolved  by 
FY  1995. 


676 


APPENDIX  C 

SUMMARY  OF  FUTURES  AND  OPTIONS  TRADING 
FY  1992  AND  FY  1993 
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Wednesday,  April  13,  1994. 
AGRICULTURAL  MARKETING  SERVICE 

WITNESSES 

PATRICIA  JENSEN,  ACTING  ASSISTANT  SECRETARY  FOR  MARKETING 

AND  INSPECTION  SERVICES 
LON    S.    HATAMnfA,    ADMINISTRATOR,    AGRICULTURAL    MARKETING 

SERVICE 
KENNETH  C.  CLAYTON,  DEPUTY  ADMINISTRATOR,  MARKETING  PRO- 
GRAMS 
LINDA  P.  MASSARO,  DEPUTY  ADMINISTRATOR,  MANAGEMENT 
JOSEPH  A.  ROEDER,  DHtECTOR,  FINANCIAL  MANAGEMENT  DD7ISION 
STEPHEN  B.  DEWHURST,  BUDGET  OFFICER,  DEPARTMENT  OF  AGRI- 
CULTURE 

Opening  Remarks 

Mr.  Durbin.  We  now  have  the  Agricultural  Marketing  Service. 
Pat  Jensen  remains  in  place,  with  the  trusted  Steve  Dewhurst  at 
her  side. 

Ms.  Jensen.  My  ever  faithful  companion. 

Mr.  Durbin.  Yes,  right. 

We  refer  to  Steve  as  the  "Sancho  Panza"  of  this  subcommittee. 

Ms.  Jensen.  He  missed  that. 

Mr.  Durbin.  Oh,  he  has  heard  it  before. 

We  would  like  to  welcome  this  panel  from  the  Agricultural  Mar- 
keting Service,  Pat  Jensen,  Acting  Assistant  Secretary;  and  I  hope 
I  pronounce  your  name  correctly.  It  is  Hatamiya? 

Mr.  Hatamiya.  Perfect. 

Mr.  Durbin.  Lon  Hatamiya,  Administrator  of  the  Agricultural 
Marketing  Service;  Ken  Clayton,  Deputy  Administrator;  Linda 
Massaro,  who  is  Deputy  Administrator;  Joe  Roeder,  Director  of  the 
Financial  Management  Division;  and  Steve  Dewhurst. 

Mr.  Hatamiya  and  Ms.  Jensen,  we  have  your  statement  for  the 
record,  and  if  you  would  like  to  summarize  at  this  point,  we  would 
appreciate  it. 

Ms.  Jensen.  Mr.  Chairman,  thank  you  again  for  that  introduc- 
tion. I  will  summarize  and  just  give  you  a  few  thoughts  about  Agri- 
cultural Marketing  Service. 

AMS  MISSION 

The  fundamental  mission  of  AMS  is  to  improve  efficiency  in  the 
marketing  of  agricultural  products,  to  ensure  fair  trading  practices, 
assure  consumers  of  an  abundant,  high-quality  food  supply.  To  ac- 
complish this,  AMS  administers  a  variety  of  programs  that  enhance 
the  marketing  and  distribution  of  agricultural  products. 

So  what  I  will  do  at  this  time  is  turn  to  my  Administrator,  Mr. 
Lon  Hatamiya,  and  ask  him  to  give  you  a  formal  presentation. 
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Mr.  Durbin.  Mr.  Hatamiya? 

Administrator's  Statement 

Mr.  Hatamiya.  Thank  you,  and  good  morning,  Mr.  Chairman, 
and  members  of  the  subcommittee. 

I  am  pleased  to  present  the  fiscal  year  1995  budget  proposals  for 
the  Agricultural  Marketing  Service.  With  me  today  are  Kenneth  C. 
Clayton,  Deputy  Administrator  for  Programs;  Linda  P.  Massaro, 
Deputy  Administrator  for  Management;  and  Joseph  A.  Roeder,  Di- 
rector of  our  Financial  Management  Division. 

I  have  been  the  Administrator  of  AMS  since  September  of  1993, 
and  before  my  appointment  I  worked  with  my  family  farming  oper- 
ation in  California  growing  tree  fruits  and  nuts.  While  I  have  not 
been  in  the  Administrator's  chair  for  very  long,  I  have  been  keenly 
aware  for  many  years  of  the  work  that  AMS  does  to  facilitate  the 
marketing  of  agricultural  products.  From  a  farmer's  perspective,  I 
appreciate  firsthand  the  services  provided  by  AMS. 

I  have  submitted  for  the  record  a  prepared  statement,  and  there- 
fore in  the  interest  of  time,  I  will  only  highlight  a  few  noteworthy 
areas. 

EUDGET  REQUEST 

AMS  is  requesting  $58.5  million  in  appropriated  funds  to  support 
the  work  of  our  Marketing  Services  programs,  $1.25  million  for  our 
Federal  State  Marketing  Improvement  program,  and  $16.5  million 
for  the  administration  of  commodity  purchases  and  the  oversight  of 
marketing  agreements  and  orders.  These  appropriations  requests 
are  partially  offset  by  several  legislative  proposals. 

PROGRAM  INCREASES 

Included  in  our  budget  are  two  program  increase  requests. 

In  our  first  increase,  we  are  requesting  $351,000  to  fulfill  a  legis- 
lative mandate  which  requires  AMS  to  monitor  shell  egg  packing 
plants  for  compliance  with  the  temperature  requirements  in  the 
Egg  Products  Inspection  Act.  This  increase  would  fund  the  addi- 
tional time  needed  for  Federal  and  State  cooperative  inspectors  to 
perform  temperature  checks  at  all  registered  packing  plants  and  in 
thousands  of  transport  vehicles. 

In  our  second  increase,  we  are  requesting  $1.2  million  to  estab- 
lish a  Center  of  Excellence  at  Prairie  View  A&M  University  in 
Texas.  The  proposed  Center  for  World  Food  Distribution  Training 
is  a  joint  effort  by  USDA  agencies — AMS,  Economic  Research  Serv- 
ice, Food  and  Nutrition  Service,  Foreign  Agricultural  Service,  and 
the  Office  of  International  Cooperation  and  Development — along 
with  Prairie  View  A&M  and  other  cooperating  universities.  The 
Center  would  focus  on  food  distribution  training  from  domestic  and 
international  marketing  perspectives  to  provide  minority  students 
with  a  strong  educational  foundation  to  pursue  a  career  in  the 
field.  Currently,  only  a  small  number  of  minorities  work  in  the  do- 
mestic and  international  food  transportation  and  distribution  in- 
dustry, a  rapidly  changing  sector  that  needs  well-trained,  knowl- 
edgeable people. 
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PROPOSED  LEGISLATION 

In  addition,  we  are  proposing  legislation  that  would  allow  us  to 
charge  and  retain  user  fees  for  all  egg  products  inspection  work  be- 
yond the  primary  shift.  If  enacted,  this  proposal  would  reduce  our 
appropriation  needs  by  $1.7  million. 

We  are  also  proposing  legislation  that  would  allow  AMS  to  retain 
the  user  fees  that  we  are  now  collecting  to  offset  the  cost  of  our 
standardization  program.  I  think  of  this  as  a  budget  simplification 
proposal.  If  enacted,  it  would  eliminate  our  need  for  an  appropria- 
tion for  standardization — a  savings  of  $4.4  million — and  would 
eliminate  the  requirement  to  reimburse  the  Treasury. 

PESTICIDE  DATA  PROGRAM 

On  Monday,  we  released  the  Summary  of  1992  Data  of  the  Pes- 
ticide Data  program,  which  collects  comprehensive  data  on  pes- 
ticide residues  in  selected  fruits  and  vegetables.  Six  participating 
States  performed  the  sample  collection,  laboratory  analyses,  and 
data  reporting.  The  States  are  California,  Florida,  Michigan,  New 
York,  Texas,  and  Washington,  and  represent  approximately  40  per- 
cent of  the  Nation's  population.  The  5,750  samples  collected  origi- 
nated from  the  six  participating  States,  31  other  States,  and  16  for- 
eign countries. 

PDP— ADDITIONAL  STATES 

Since  1992,  we  have  added  three  new  States — Colorado,  North 
Carolina  and  Ohio — increased  the  number  of  samples  collected  to 
approximately  7,900  a  year,  instituted  a  statistically  defensible 
method  of  sampling,  and  increased  the  coverage  of  pesticides  of  in- 
terest to  the  Environmental  Protection  Agency.  With  the  addition 
of  these  new  states,  approximately  50  percent  of  the  nation's  popu- 
lation is  represented  by  the  program. 

PDP— ADDITIONAL  COMMODITIES 

We  are  also  assisting  EPA  in  responding  to  the  National  Acad- 
emy of  Sciences  report  entitled  "Pesticides  in  the  Diets  of  Infants 
and  Children"  by  beginning  to  include  in  PDP  additional  high  con- 
sumption foods  by  children,  such  as  processed  vegetables,  and 
grain  and  dairy  products.  In  fact,  sampling  of  canned  and  frozen 
sweet  corn  and  peas  began  this  month.  We  are  encouraged  that 
EPA  has  stated  that  the  PDP  data,  and  I  quote,  is  "extremely  use- 
ful to  the  Pesticide  Program  at  EPA,  and  that  it  allows  us  to  de- 
velop more  realistic  risk  assessments."  In  sum,  PDP  is  a  scientif- 
ically sound  source  of  information  on  the  level  of  pesticide  residues 
in  the  Nation's  food  supply,  and  the  program  serves  as  a  model  for 
Federal  and  State  cooperation. 

PERISHABLE  AGRICULTURAL  COMMODITIES  ACT 

I  must  also  raise  a  pressing  problem.  The  Perishable  Agricultural 
Commodities  Act,  or  PACA,  protects  producers,  shippers,  distribu- 
tors, retailers,  and  consumers  of  fresh  and  frozen  fruits  and  vegeta- 
bles from  misbranding  and  misrepresentation.  Under  the  statutory 
trust  provision  of  the  Act,  we  provide  a  forum  for  resolving  repara- 
tion complaints  about  contract  disputes.  The  program  is  financed 
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by  annual  license  fees  paid  by  all  dealers  in  the  produce  industry 
operating  under  the  Act.  The  Act  states  a  specific  dollar  limitation 
on  the  fee  we  can  charge,  and  we  are  charging  at  that  maximum 
level. 

Currently,  about  15,000  licenses  are  in  effect.  Although  we  have 
significantly  reduced  costs,  we  cannot  continue  to  absorb  pay  and 
other  increases  at  the  current  fee  level.  Without  an  amendment,  we 
will  be  unable  to  recover  our  program  costs,  and  we  may  be  forced 
to  curtail  this  very  important  and  beneficial  program.  Late  in  1993, 
we  submitted  proposed  legislation  to  raise  the  cap  on  license  fees. 

EQUAL  EMPLOYMENT  OPPORTUNITY 

Earlier,  I  mentioned  the  Secretary's  proposal  to  create  a  Center 
for  Excellence  at  Prairie  View  A&M  University  to  foster  more  mi- 
nority participation  in  the  international  distribution  and  transpor- 
tation industry.  Not  only  is  Secretary  Espy  committed  to  increasing 
opportunities  for  underrepresented  persons  in  the  private  sector, 
but  he  is  committed  to  the  principles  of  equal  employment  opportu- 
nities within  the  Department  of  Agriculture. 

At  AMS,  we  strongly  support  and  adhere  to  the  Secretary's  goals, 
and  are  diversifying  our  work  force,  ensuring  equal  opportunity,  re- 
specting civil  rights,  and  accommodating  those  with  disabilities.  As 
an  Asian  American,  I  have  personally  experienced  prejudice  and 
overcome  assumptions  that  were  based  solely  upon  my  heritage.  As 
Administrator,  I  will  ensure  that  we  hire  and  promote  persons  from 
previously  underrepresented  groups — not  with  special  treatment, 
but  with  greater  opportunity. 

This  concludes  my  statement,  Mr.  Chairman.  I  thank  you  for  the 
opportunity  to  present  our  budget  proposals  today.  At  this  time,  I 
would  be  pleased  to  answer  any  questions  regarding  our  program 
activities  or  our  fiscal  year  1995  budget  requests. 

[Clerk's  note. — The  Administrator's  statement  appears  on 
pages  755  through  764.  A  biographical  sketch  for  Mr.  Hatamiya  ap- 
pears on  page  765.  The  Explanatory  Notes  appear  on  pages  766 
through  817.] 

QUALITY  STANDARDS 

Mr.  Durbin.  Thank  you  very  much. 

Let  me  first  start  with  old  business.  Last  year  this  subcommittee 
reached  a  decision  that  your  agency  would  take  a  different  ap- 
proach in  terms  of  measuring  both  ketchup  and  the  size  of  pickle 
stems  and  diameter  of  pistachio  nuts.  We  felt  that  was  an  economic 
burden  that  should  be  borne  by  private  business  as  opposed  to  the 
taxpayers. 

Since  that  decision  was  reached  by  this  subcommittee,  what  has 
changed  at  your  agency? 

Mr.  Hatamiya.  Fortunately,  Mr.  Chairman,  those  activities  were 
completed  before  my  appointment,  and  no  further  work  is  being 
done  on  those  standards. 

Mr.  Durbin.  But  in  the  whole  area  of  establishing  standards  for 
goods  sold  in  private  commerce,  what  has  changed  since  this  sub- 
committee issued  its  policy  statement  through  last  year's  appro- 
priation? 
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Mr.  Hatamiya.  Our  standardization  costs  are  now  being  borne  by 
the  industry.  We  have  increased  our  grading  fees  so  that  the  appro- 
priation can  be  reimbursed  to  the  Treasury  from  user  fees  for  those 
costs. 

We  are  analyzing,  reviewing,  and  maintaining  the  established 
standards.  We  have  even  had  a  few  requests  from  some  groups  like 
the  cattle  industry  to  take  a  look  at  establishing  different  types  of 
standards.  We  are  changing  the  focus  of  the  program  to  make  sure 
that  standards  are  developed  in  the  most  appropriate  fashion. 

Now  that  I  am  Administrator  of  this  agency,  I  assure  you  that 
I  will  do  everything  in  my  power  to  make  sure  that  the  funds  are 
used  appropriately.  Now  that  the  costs  are  borne  by  the  industry, 
they  will  also  be  concerned  that  we  spend  wisely.  I  assure  you  that 
we  will  do  so. 

PROPOSED  LEGISLATION 

Mr.  Durbin.  Have  you  requested  user  fee  authorization  legisla- 
tion from  the  Agriculture  Committee  on  this  subject? 

Mr.  Hatamiya.  Yes,  we  have.  The  proposed  legislation  is  to  shift 
from  reimbursed  appropriations  and  keep  the  fees  rather  than  have 
your  committee  appropriate  those  funds.  We  are  already  receiving 
standardization  fees  through  our  grading  services.  It  would  sim- 
plify the  process  to  keep  the  user  fees  rather  than  having  us  reim- 
burse the  Treasury.  That  change  will  be  a  budget  reduction  of 
about  $4.4  million.  That  is  what  our  proposed  legislation  addresses. 

Mr.  Durbin.  Have  you  officially  submitted  a  request  to  the  au- 
thorizing committee  yet?  When  do  you  expect  to  do  so? 

Mr.  Hatamiya.  As  a  part  of  the  budget  process,  a  request  has 
been  drafted  and  is  currently  at  OMB  for  clearance.  The  clearance 
process  should  be  completed  by  mid-May. 

Mr.  Dubin.  Since  you  already  have  in  place  procedures  for  collec- 
tion, what  will  happen  if  the  change  to  legislation  does  not  occur 
by  the  end  of  the  fiscal  year? 

Mr.  Hatamiya.  If  the  legislation  is  not  changed,  we  will  continue 
as  we  are  currently  operating.  The  legislation  would  simply  allow 
us  to  retain  the  fees  collected  to  fund  the  program  rather  than  re- 
quiring appropriated  funding  for  the  standardization  program. 

Mr.  Durbin.  We  just  had  a  previous  panel  talk  about  user  fees 
that  were  collected,  segregated,  and  unspent  at  the  request  of  the 
USDA. 

What  protection  do  we  have  to  keep  that  from  occurring  again 
with  this  user  fee? 

Mr.  Hatamiya.  We  have  been,  and  will  continue  to  spend  the  fees 
we  collect.  We  have  increased  our  grading,  classing,  and  inspection 
fees  to  the  industry  by  approximately  2.6  percent  to  cover  the 
standardization  costs,  and  we  will  expand  those  costs  as  they  are 
received  through  our  fees. 

standards  user  fees 

Mr.  Durbin.  The  fiscal  year  1994  Appropriation  Act  included  lan- 
guage that  authorized  AMS  to  collect  user  fees  for  work  related  to 
setting  standards  for  agricultural  commodities.  Could  you  provide 
us  for  the  record,  a  table  which  would  show  the  distribution  by 
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commodity  of  user  fees  for  standardization?  Please  show  the  in- 
crease to  the  beneficiary's  costs. 

Mr.  Hatamiya.  We  have  implemented  the  provision  by  increasing 
our  fees  for  grading  services  so  that  we  can  recover  our  standards 
program  costs.  I  would  be  happy  to  provide  a  table  showing  the 
costs  by  commodity  for  the  record. 

[The  information  follows:] 

STANDARDIZATION  PROGRAM  COSTS 

[Dollar  amounts  in  thousands] 

Standards         Beneficiaries' 
Commodity  graded  program  costs      cost  increase 

(thousands)  (percent) 

Cotton  classing  $1,149  3 

Dairy  grading 412  8 

F&V  fresh 734  5 

F&V  processed 427  1 

Meat  grading 610  3 

Poultry  grading 233  1 

Domestic  tobacco 140  1 

Imported  tobacco 60  3 

Mr.  DURBIN.  What  problems  has  this  created  within  the  indus- 
tries? 

Mr.  Hatamiya.  Industry  groups  and  individuals  have  expressed 
concern  about  the  increased  cost  of  grading  services.  Fees  for 
standards,  coupled  with  an  increase  for  the  Office  of  General  Coun- 
sel charges,  have  forced  us  to  raise  grading  fees  more  than  we 
would  for  normal  inflationary  and  pay  factors. 

Industry  members  and  groups  have  questioned  the  fairness  of 
standards  charges.  We  recognize  that  the  volume  of  a  particular 
commodity  graded,  and  therefore  the  portion  of  standardization 
costs  borne  by  a  particular  industry,  often  bears  little  relation  to 
the  level  of  standardization  activity  needed  for  that  commodity. 
However,  we  are  attempting  to  use  the  most  cost  effective  method 
to  collect  fees. 

Mr.  DURBIN.  How  much  have  you  collected  to  date?  Do  all  funds 
go  the  general  treasury? 

Mr.  Hatamiya.  For  the  first  half  of  fiscal  year  1994,  our  stand- 
ards program  has  accrued  obligations  totalling  approximately  $1.7 
million.  AMS  collects  standards  fees  with  our  grading  fees;  users 
are  not  separately  billed.  The  portion  of  grading  fees  collected  for 
the  standards  program  are  forwarded  to  the  Treasury  General 
Fund. 

STANDARDS  BEING  PREPARED 

Mr.  DURBIN.  For  the  record,  what  standards  are  currently  being 
worked  on  by  AMS? 

Mr.  Hatamiya.  We  are  preparing  dairy  standards  for  colby 
cheese,  monterey  cheese,  nonfat  dry  milk — spray  process,  and  in- 
stant nonfat  dry  milk.  We  are  preparing  specifications  for  anhy- 
drous milkfat,  cream  cheese,  and  lowfat  mozzarella  cheese.  We  are 
also  preparing  fruit  and  vegetable  standards  for  apples,  apricots, 
blueberries,  onions — various  varieties,  table  grapes,  Florida  grape- 
fruit, Florida  oranges,  Florida  tangelos,  Florida  tangerines,  canned 
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whole  kernel  corn,  canned  pears,  canned  peas,  comb  honey,  frozen 
green  and  wax  beans,  frozen  lima  beans,  frozen  broccoli,  frozen  car- 
rots, frozen  cauliflower,  frozen  whole  kernel  corn,  frozen  corn-on- 
the-cob,  frozen  leafy  greens,  and  tomato  sauce.  In  addition,  we  pre- 
pare physical  standards  for  cotton  every  year:  American  Upland 
cotton  color  grades,  American  Upland  cotton  leaf  grades,  American 
Pima  cotton  grades,  American  Upland  cotton  staple  lengths,  Amer- 
ica Pima  staple  length,  and  standards  for  the  High  Volume  Instru- 
ment— HVI — quality  factors  of  length,  length  uniformity,  strength, 
micronaire,  trash,  and  color.  We  also  maintain  the  descriptive 
standards  used  to  determine  cottonseed  grades. 

STANDARDS  FOR  COMMODITIES  NOT  GRADED 

Mr.  Durbin.  Are  you  doing  any  standards  preparation  for  any 
commodity  that  you  do  not  grade? 

Mr.  Hatamiya.  We  continue  to  maintain  standards  for  naval 
stores,  as  required  by  the  Naval  Stores  Act  of  1923.  Otherwise,  we 
are  not  working  on  any  standards  for  commodities  we  do  not  grade. 

NEW  STANDARDS 

Mr.  Durbin.  If  an  industry,  such  as  the  pickle  industry,  wanted 
to  change  the  standard  for  pickles,  can  they  contract  with  AMS  to 
write  the  standard  for  a  fee? 

Mr.  Hatamiya.  To  date,  we  have  not  charged  fees  for  develop- 
ment of  a  new  standard  or  specification.  However,  we  are  consider- 
ing ways  to  recover  our  costs  for  developing  promotional  specifica- 
tions and  standards  for  products  that  are  not  graded. 

Now  that  we  have  incorporated  a  user  fee  for  standards  into  the 
fees  charged  for  grading  services,  we  are  receiving  standards  fees 
for  products  we  are  grading.  The  standards  maintained  for  prod- 
ucts being  graded  by  AMS  are  changed  in  response  to  industry  re- 
quests. We  make  it  a  practice  to  solicit  input  from  industries  before 
we  develop  or  revise  any  standards.  Moreover,  we  continually 
strive  to  keep  abreast  of  new  technologies  and  marketing  practices 
so  that  our  standards  are  current  and  effective. 

PESTICIDE  DATA  PROGRAM — COOPERATION 

Mr.  Durbin.  Let  me  shift  to  this  report  which  you  have  just  re- 
leased within  the  last  few  days  concerning  pesticide  data. 

It  is  hard  for  me  to  think  of  another  issue  that  comes  up  more 
frequently  when  I  speak  to  farmers  and  environmentalists.  The 
presence  of  agricultural  chemicals  residues  in  the  food  that  we  eat 
is  a  source  of  concern.  Most  of  us,  myself  included,  do  not  have  the 
technical  expertise  to  really  say  what  is  safe  and  what  is  not. 

When  your  agency  sets  out  to  collect  this  data,  do  you  target  cer- 
tain chemicals  based  on  tolerance  levels  suggested  by  EPA  and 
FDA? 

Mr.  Hatamiya.  Yes,  we  do.  That  is  an  ongoing  procedure.  Over 
the  course  of  this  program  we  have  addressed  various  chemicals 
and  pesticides  as  requested  by  EPA.  We  are  currently  measuring 
41  of  the  45  pesticides  requested  by  EPA,  but  the  number  is  fluid. 
EPA  continues  to  work  closely  with  us  by  expressing  their  concern 
to  indicate  what  should  be  measured. 
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I  have  with  me  today  our  Science  Division  Director,  Bill  Franks, 
who  might  be  able  to  address  those  issues  more  specifically. 

But  before  I  ask  him  to  do  that  I  want  to  remind  you  that  I  have 
personal  experience  with  many  of  the  concerns  you  have  talked 
about.  I  have  been  a  farmer,  I  consider  myself  to  be  an  environ- 
mentalist, and  now  I  am  the  Administrator  of  this  program.  I  con- 
sider this  a  model  program  because  we  have  been  very  diligent  in 
developing  a  database  that  will  benefit  the  American  public.  It  is 
also  a  model  program  because  it  shows  how  the  States  and  the 
Federal  Government  can  work  together.  We  have  a  tremendous  re- 
lationship with  the  States,  as  well  as  a  good  working  relationship 
with  our  sister  agencies  within  the  Federal  Government. 

Not  only  do  we  work  closely  with  EPA,  but  we  also  work  very 
closely  with  FDA.  It  is  FDA's  job  to  enforce  the  tolerance  levels.  We 
coordinate  our  work  with  other  sister  agencies  in  USDA  as  well. 
The  National  Agricultural  Statistics  Service  assists  us  by  making 
sure  that  the  samples  that  we  take  are  statistically  sound  so  the 
data  can  be  used  by  other  agencies  throughout  the  Federal  Govern- 
ment. 

PDP  STATISTICAL  VALIDITY 

Mr.  Durbin.  Do  EPA  and  FDA  still  recognize  this  program  as 
being  a  valid  statistical  sampling  program? 

Mr.  Hatamiya.  According  to  EPA,  PDP's  database  has  the  most 
statistically  defensible  design  of  any  database  available  for  use  in 
dietary  risk  assessment.  FDA  has  also  expressed  its  agreement 
that  our  sampling  design  is  statistically  defensible. 

The  National  Academy  of  Sciences  in  its  report  on  "Pesticides  in 
the  Diets  of  Infants  and  Children"  underscored  the  difficulties  of 
estimating  sampling  error  because  of  differences  in  the  training  of 
personnel  and  sampling  protocols.  PDP  minimizes  these  errors  by 
requiring  adherence  to  PDP  sampling  protocols  and  by  providing 
training  to  sample  collectors.  Samples  are  collected  at  sites  that 
serve  large  segments  of  the  population.  Sampling  dates  and  sites 
are  selected  at  random.  Our  data  show  that  samples  include 
produce  whose  origin  can  be  traced  to  almost  all  of  the  States.  We 
have  also  been  able  to  track  the  movement  of  foreign  produce 
throughout  the  country. 

PESTICIDE  FINDINGS 

Mr.  Durbin.  Beyond  the  question  of  your  collection  of  this  data 
and  publication,  there  is  an  obvious  question  as  to  whether  or  not 
certain  levels  of  pesticide  residue  present  a  health  hazard.  That 
gets  down  to  some  pretty  important  questions  which,  frankly,  I 
think  are  the  most  relevant  as  far  as  consumers  are  concerned.  To 
know  that  your  agency,  at  the  suggestion  of  EPA,  has  tested  apples 
in  New  York  and  concluded,  for  the  pesticide  "hyproteon,"  that 
there  are  certain  levels  present,  tells  the  consumer  little  or  noth- 
ing. 

The  obvious  question  is,  what  is  the  threat  to  the  consumer  of 
having  chemical  residues  present?  At  what  level  should  we  be  con- 
cerned? At  what  level  should  we  warn  the  consumer  or  change  our 
practices  in  the  growing  of  apples  in  New  York  or  celery  in  Texas? 
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What  I  am  driving  at  is,  in  order  to  avoid  feeding  the 
fearmongers,  which  are  always  out  there  in  America  when  it  comes 
to  our  food.  We  have  to  have  a  reliable  and  understandable  mes- 
sage when  it  comes  to  this  issue.  I  think  you  are  an  important  part 
of  delivering  that  message,  but  I  do  not  believe  the  complete  mes- 
sage is  being  delivered  to  consumers. 

Mr.  Hatamiya.  That  question  encompasses  our  work  with  the 
other  agencies.  We  provide  the  data  to  EPA,  and  they  establish  the 
tolerance  levels.  It  is  important  that  the  Department  of  Agriculture 
is  involved  in  this  process  because  we  have  contact  with  the  farm- 
ing community  as  well  as  with  the  consuming  public.  It  is  very  im- 
portant for  marketing  strategy  and  to  the  consumer,  that  we  know 
the  level  of  pesticide  residues  in  our  food  supply. 

I  will  let  Bill  Franks  answer  that  question  more  specifically  in 
terms  of  our  relationship  with  the  other  agencies. 

PDP  RESPONSIBILITIES 

Mr.  Franks.  Mr.  Chairman,  I  would  like  to  expand  on  the  an- 
swer. If  you  go  back  to  the  beginning  of  the  program,  it  was  started 
on  the  heels  of  the  Alar  in  apples  problem.  That  problem  had  a  big 
impact  on  the  apple  industry  in  this  country.  It  was  followed  by  a 
concerted  effort  between  USDA,  the  Environmental  Protection 
Agency,  and  the  Food  and  Drug  Administration  to  form  an  inter- 
departmental effort  to  address  how  to  get  the  best  possible  pes- 
ticide residue  information  we  can  obtain. 

In  working  with  those  agencies,  particularly  the  EPA  whom  we 
view  as  the  primary  recipient  of  our  data,  we  reached  the  agree- 
ment that  the  Agricultural  Marketing  Service  in  USDA  would  ob- 
tain the  best  residue  information  we  could.  Then  we  would  give  the 
information  to  the  Environmental  Protection  Agency  for  their  use 
in  risk  assessments. 

The  agencies  agreed  that  EPA  would  have  primary  responsibility 
to  speak  for  the  Federal  Government  with  regard  to  the  public 
health  significance  of  our  data. 

What  we  can  say,  and  have  highlighted  in  the  report,  is  that  in 
general  results  show  that  residues  are  substantially  below  the  es- 
tablished tolerances  that  EPA  has  set  for  various  commodity  and 
pesticide  combinations  tested. 

Mr.  Durbin.  But  you  have  taken  thousands  of  samples,  maybe 
more,  and  from  a  lot  of  different  area,  a  lot  of  different  crops. 

Mr.  Franks.  Yes,  we  have. 

PDP — CONCLUSIONS 

Mr.  Durbin.  When  it  comes  to  the  public  health  significance, 
what  is  the  ultimate  message  to  the  consumers  today  based  on 
chemical  or  pesticide  residues  in  fruits  and  vegetables  that  you 
have  monitored? 

Mr.  Franks.  The  ultimate  message  is  that  in  general,  we  have 
found  very  low  levels  of  residue,  well  under  the  EPA  established 
tolerances. 
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PDP  CAPABILITIES 


I  would  also  like  to  point  out  that  we  have  made  particular  ef- 
forts to  use  some  of  the  most  sensitive  testing  instrumentation 
available  in  this  program.  We  are  capable  of  detecting  residues 
down  to  very  minute  levels. 

Mr.  DURBIN.  What  is  your  capability? 

Mr.  Franks.  Our  capability  is  now  down  to  parts  per  billion.  If 
you  go  back  some  years,  finding  parts  per  million  was  pushing  the 
limit.  So  we  have  come  a  long  way,  and  we  are  always  searching 
for  new  ways  to  further  increase  the  sensitivity  of  our  equipment 
and  methodology. 

Mr.  DURBIN.  The  last  couple  of  years  we  have  been  concerned 
that  we  are  getting  something  useful  from  the  funds  you  spend  on 
the  Pesticide  Data  Program.  Last  year,  Dr.  Clayton  stated,  "The 
whole  purpose  of  this  program  is  to  try  to  provide  the  data  which 
will  do  two  things.  One  is  to  help  develop  tolerances  that  are  mean- 
ingful; and  secondly,  to  try  to  provide,  at  least  as  a  byproduct,  some 
additional  data  to  the  American  public  so  that  they  have  some 
sense  of  what  the  actual  exposure  levels  are."  Describe  for  us  how 
you  are  providing  additional  data  to  the  public  so  they  have  some 
sense  of  what  the  exposure  levels  are  and  how  that  is  meaningful 
to  them. 

Mr.  HATAMrYA.  We  have  been  providing  additional  data  through 
an  annual  summary  of  test  results  that  reports  the  actual  exposure 
levels  of  pesticide  residues  in  fruits  and  vegetables.  Sophisticated 
technology  is  used  to  estimate  the  actual  pesticide  residue  levels  at 
very  low  levels  of  occurrence.  This  technology  precludes  critics  from 
assuming  that  the  pesticide  residues  are  only  somewhat  below  the 
detectible  levels  attributable  to  the  usual  crude  testing  procedures. 
For  example,  the  summary  of  1992  data  shows  that  only  about  one 
percent  of  the  nearly  6,000  samples,  had  violative  residues  and 
largely  from  unregistered  uses.  These  results  may  be  caused  by 
many  factors  including  crop  rotation,  pesticide  drift,  or 
misapplications.  While  70-90  percent  of  the  samples  of  celery,  ap- 
ples, peaches,  and  potatoes  had  residues,  some  of  which  could  have 
been  undetected  with  usual  testing  protocols,  they  were  generally 
detected  in  small  concentrations.  More  than  55  percent  of  these 
samples  had  less  than  100  parts  per  billion;  8.5  percent  had  less 
than  10  parts  per  billion.  These  are,  in  general,  very  low  levels  of 
actual  pesticide  residues.  We  consider  this  to  be  important  informa- 
tion in  allaying  consumer  fears  concerning  the  safety  of  their  food 
supply. 

Mr.  DURBIN.  Does  the  result  of  this  effort  each  year  result  in 
some  warnings  to  the  public  about  certain  produce,  certain  com- 
modities, and  dangers  that  do  exist? 

Mr.  Franks.  In  AMS  we  do  not  portray  the  data  one  way  or  an- 
other. We  present  the  data  as  it  is.  In  some  commodities,  we  found 
rather  small  percentages  of  samples  having  detectible  residues.  In 
other  commodities,  we  found  high  percentages. 

What  we  try  to  do  is  present  the  data  as  objectively  as  we  can, 
particularly  to  the  Environmental  Protection  Agency,  so  that  they 
then  can  use  it  in  their  risk  assessment  projects. 


697 

Mr.  Durbin.  But  you  must  follow  what  they  do  with  the  data,  do 
you  not? 
Mr.  Franks.  That  is  correct. 

FOOD  SAFETY 

Mr.  Durbin.  And  when  it  is  all  said  and  done,  do  they  conclude 
that  we  have  some  dangerous  things  for  sale  in  America? 

Mr.  Franks.  Mr.  Chairman,  I  cannot  speak  for  EPA  with  regard 
to  any  particular  dangers  that  might  be  present  in  the  food  we 
sampled.  I  can  tell  you  that  EPA  has  told  us  on  numerous  occa- 
sions that  they  found  this  data  particularly  valuable,  and  that  it 
is  enabling  them  to  do  better  risk  assessment  than  they  ever  have 
in  the  past.  Therefore,  I  think  that  agency  is  better  protecting  the 
interests  of  the  general  population. 

PDP  AND  EPA  TOLERANCE  LEVELS 

Mr.  Durbin.  Let's  now  move  to  your  main  purpose  which  is  to 
provide  help  with  tolerance  levels.  Since  the  Environmental  Protec- 
tion Agency  sets  tolerance  levels,  what  proof  do  you  have  that  they 
are  using  your  information  to  establish  tolerances?  Have  they 
changed  their  method  of  setting  levels  to  use  your  data? 

Mr.  Hatamiya.  EPA  has  told  us  on  a  number  of  occasions  that 
they  find  PDP  data  valuable.  For  example,  after  EPA's  review  of 
our  1992  summary  report,  they  said,  "The  food  monitoring  data 
generated  by  PDP  are  extremely  useful  to  the  Pesticide  Program  at 
EPA,  in  that  they  allow  us  to  develop  more  realistic  risk  assess- 
ments." EPA  uses  PDP  data  to  determine  if  tolerances  are  set  at 
appropriate  levels.  To  establish  tolerances,  EPA  uses  data  from 
controlled  studies  generated  by  the  registrant.  The  studies  reflect 
the  maximum  residue  concentrations  likely  to  be  found  under  nor- 
mal agricultural  practices.  Tolerances  are  EPA's  only  mechanism  to 
control  the  amount  of  residues  in  food — but  tolerances  are  set  for 
individual  pesticides.  PDP  data  disclose  the  presence  of  residues  of 
several  pesticides  on  single  commodities.  EPA  uses  PDP  data  for 
special  reviews  and  to  provide  additional  information  concerning 
pesticide  reregistrations. 

Mr.  Durbin.  Whether  it  is  a  debate  on  the  Delaney  Clause  or 
something  related  to  it,  we  spend  a  lot  of  time  at  home  trying  to 
rationalize  Federal  public  policy  when  it  comes  to  risk  assessment. 
An  obvious  concern  of  consumers  across  America  is  whether  there 
are  chemical  residues  in  our  food  products  which  could  result,  for 
example,  in  cancer  if  ingested  at  certain  levels  over  a  period  of 
time. 

What  I  have  tried  to  look  for  is  some  group  that  will  come  for- 
ward, credible  group,  which  will  help  consumers  to  understand  the 
risk  involved. 

At  one  point  I  was  told  that  the  American  Cancer  Society  said 
as  follows:  "We  know  that  eating  more  fresh  fruits  and  vegetables 
is  good  for  your  health  and  reduces  the  likelihood  of  cancer.  We  are 
prepared  to  say  that  that  benefit  from  eating  fruits  and  vegetables 
far  outweighs  any  danger  associated  with  the  chemical  residue  in 
fruits  and  vegetables  for  sale  in  America." 
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Now,  from  a  consumer's  point  of  view  that's  good  information. 
That  says  if  there  is  a  risk;  I  am  going  to  err  on  the  side  of  doing 
something  for  my  own  health. 

But  I  think,  as  I  mentioned  earlier,  with  the  scaremongers  and 
fearmongers  out  there,  we  often  lose  sight  of  that,  and  they  say 
there  is  the  presence  of  such  and  such  a  chemical.  Well,  we  do  not 
know  whether  it  is  parts  per  billion,  which  may  be  well  below  any 
level  of  concern.  And  I  am  hoping  that  we  can  as  a  government, 
using  your  agency  and  others  to  get  a  clear  message  to  consumers. 
Right  now  I  think  it  is  a  muddled  message  and  consumers  are  hav- 
ing a  tough  time  struggling  with  it.  Producers  are  suffering  as  a 
result  of  it,  and  there  are  unnecessary  fears  among  some  people  in 
our  population. 

Mr.  Hatamiya.  Mr.  Chairman,  may  I  respond  to  your  statement? 

Mr.  Durbin.  Sure. 

Mr.  Hatamiya.  I  think  we  need  to  keep  in  mind  that  this  pro- 
gram has  only  been  in  place  since  1991.  We  feel  that  the  acquisi- 
tion of  pesticide  residue  data  will  give  us  the  opportunity  to  provide 
information  you  are  requesting.  We  have  to  establish  records  over 
a  number  of  years  to  identify  trends  in  commodities  where  we 
might  have  a  problem.  We  will  continue  to  collect  that  data. 

As  Mr.  Franks  mentioned,  we  are  further  defining  ways  we  can 
measure  residues.  I  think  we  can  make  that  data  available  by 
working  with  the  other  Federal  agencies. 

Mr.  Durbin.  Mr.  Thornton. 

PDP — DE  MINIMIS  RISK 

Mr.  Thornton.  Mr.  Chairman,  I  would  like  to  put  this  in  the 
record.  That  a  few  years  ago  the  National  Academy  of  Sciences 
study,  which  I  happened  to  chair,  came  up  with  the  recommenda- 
tion to  the  EPA  that  a  uniform  standard  of  de  minimis  risk  be 
adopted.  That  was  a  theoretical  risk,  that  over  a  seventy  year  expo- 
sure to  maximum  intake  of  a  product,  that  one  additional  tumor, 
not  necessarily  cancer,  but  one  additional  tumor  might  occur  in  a 
population  of  one  million  people.  That  was  the  de  minimis  standard 
that  that  study  recommended  as  an  acceptable  theoretical  toler- 
ance. 

When  you  consider  that  in  that  population  of  one  million  people 
that  many  hundreds  of  thousands  of  people  will  develop  tumors 
from  other  causes  over  a  lifetime,  and  that  the  one  instance  is  only 
of  a  tumor,  not  necessarily  carcinogenic,  it  seems  to  me  that  that 
is  an  acceptable  tolerance  level,  and  should  not  cause  any  level  of 
concern. 

Mr.  Durbin.  I  think  you  are  right.  But  I  do  not  know  that  that 
message  is  getting  out,  that  we  are  trying  to  test  to  that  level  to 
protect  the  American  public.  More  often,  they  learn  of  the  presence 
of  a  chemical,  and  do  not  know  if  there  is  any  risk  at  all. 

Mr.  Thornton.  And  do  not  realize  that  it  is  based  on  this  ex- 
traordinarily remote  theoretical  possibility.  Theoretical  calculations 
based  on  the  fact  that  the  assumption  that  even  a  small  dose  might 
cause  a  result  when  new  thresholds  are  beginning  to  be  considered 
that  would  further  reduce  that  likelihood. 

Mr.  Durbin.  Thank  you  for  that  insight  Mr.  Thornton.  Those 
comments  were  helpful. 
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PDP  AND  EPA 


Mr.  Durbin.  Mr.  Hatamiya  last  year,  Ms.  Massaro  said  that  the 
PDP  program  could  quickly  change  directions  at  the  request  of 
EPA  to  address  risk  assessment  priorities  for  registration  of  special 
pesticide  review  issues  or  other  needs  specified  by  the  Agency. 
Since  last  year's  hearing,  has  EPA  requested  any  significant 
changes  to  the  program? 

Mr.  Hatamiya.  EPA  requested  changes  in  the  program  to  add 
pesticides  for  which  they  need  data.  To  date,  41  pesticides  have 
been  incorporated  into  the  program  out  of  the  47  pesticides  pro- 
posed for  inclusion  by  EPA.  Eight  of  the  pesticides  proposed  by 
EPA  were  added  within  the  last  year.  Also,  EPA  requested  the  in- 
clusion of  food  items — such  as  canned  and  frozen  sweet  corn  and 
peas — that  children  consume  in  greater  amounts  than  many  other 
vegetables.  These  items  were  added  to  the  program  this  year  in 
April.  We  are  developing  plans  to  begin  analysis  of  wheat  in  Janu- 
ary 1995  and  milk  in  1996,  again  in  response  to  requests  by  EPA. 

PDP  AND  FDA 

Mr.  Durbin.  Has  the  Food  and  Drug  Administration  requested 
any  significant  changes  to  the  program? 

Mr.  Hatamiya.  We  have  not  received  any  requests  from  FDA  for 
significant  changes  in  the  program.  However,  we  coordinate  our  ac- 
tivities so  that  no  duplication  of  effort  occurs.  AMS  reports  toler- 
ance violations  to  FDA  and  we  consult  with  their  scientists  on  is- 
sues pertaining  to  analytical  methods.  We  are  also  actively  partici- 
pating in  a  project  spearheaded  by  FDA  to  institute  a  National 
Database  for  Pesticide  Residues. 

PDP  AND  STATE  AGREEMENTS 

Mr.  Durbin.  Would  you  also  provide  for  the  record  specifics  on 
the  contracts  with  each  State,  including  the  cost  and  time  frames 
in  which  the  contracts  run? 

Mr.  Hatamiya.  I  will  provide  copies  of  the  fiscal  year  1994  agree- 
ments between  AMS  and  each  of  the  nine  participating  States.  The 
language  in  each  of  these  agreements  is  very  similar;  they  de- 
scribed the  services  to  be  provided  by  the  States,  the  support  pro- 
vided by  the  Federal  Government,  and  the  mutual  responsibilities 
of  both  parties. 

[Clerk's  note. — Only  one  agreement  is  included  in  the  hearing 
record.  The  remaining  eight  agreements  will  be  kept  in  the  Com- 
mittee's file.] 

[The  information  follows:] 
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Agreement    No.  93-0466 
12-25-A-3395 

COOPERATIVE   AGREEMENT 

between   the 

AGRICULTURAL   MARKETING    8ERVICE 

UNITED    8TATES    DEPARTMENT    OF    AGRICULTURE 

WASHINGTON,    D.C.     2  02  50 

(hereinafter   called  the   Federal   Agency) 

and   the 

CALIFORNIA  DEPARTMENT  OF  FOOD  AND  AGRICULTURE  (CDFA) 

SACRAMENTO,  CA  95832 

CALIFORNIA  DEPARTMENT  OF  PESTICIDE  REGULATIONS  (CDPR) 

SACRAMENTO,  CA  95814 

(hereinafter  called  the  State  Agencies) 

1.  Title  of  Agreement:   Pesticide  Data  Program 

2.  Objective:   (1)  To  collect  comprehensive  data  on  pesticide  residues  in 
fresh  fruits  and  vegetables,  and  expand  to  other  foods  as  the  program 
continues;  (2)  to  stimulate  employment  in  California  while  providing  the  State 
a  means  for  using  the  data  it  collects  within  the  State;  (3)  to  provide  the 
data  to  other  Federal  Agencies  to  be  used  for  policy  making,  regulatory,  and 
educational  purposes;  and  (4)  to  communicate  to  producers  and  the  general 
public  the  public  health  significance  of  the  Pesticide  Data  Program's  results. 

3.  Statement  of  Work:  This  cooperative  agreement  shall  be  carried  out  by  the 
organizational  units  or  officials  of  the  Federal  Agency  and  the  State  Agencies 
in  the  manner  and  subject  to  the  conditions  provided  in  the  Statement  of  Work, 
Form  AMS-20-2,  attached  hereto  and  made  a  part  of  this  agreement. 

4.  Legal  Authority:   Agricultural  Marketing  Act  1946 

5.  Revision:  This  agreement  shall  supersede  Cooperative  Agreement  No.  12-25- 
A-3215,  Revision  2,  effective  February  15,  1993,  between  CDFA,  CDPR,  and  the 
Agricultural  Marketing  Service. 

6.  Effective  Date:   October  1,  1993 

7.  Approvals:   The  signatories  hereby  certify  that  they  have  authority  to 
enter  into  said  cooperative  agreement. 

This  agreement  is  hereby  approved  for  the  State  Agencies. 


Done  at  Sacramento.  CA 
(City  and  State) 


Done  at  Sacramento,  CA 
(City  and  State) 


on  9/28/93 
(Date) 


on  9/29/93 


Title 


(Date) 


Signature 
Director,  CDPR 


Title 
This  agreement  is  hereby  approved  for  the  Federal  Agency. 

Done  at  Washington,  D.C.  on  It |  £  ( S.3 

(Date) 

Aj4- 


ij/iisV 


rator,-' Agricultural Sfarketing   Service 


Form  AMS-20       (4-2-73) 
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STATEMENT  OF  WORK  -  COOPERATIVE  AGREEMENT  NO  12-2S-A-3395 

This  STATEMENT  OF  WORK  is  part  of  the  Cooperative  Agreement  between  the 
Agricultural  Marketing  Service,  United  States  Department  of  Agriculture  and 
the  California  Departments  of  Food  and  Agriculture  (CDFA)  and  Pesticide 
Regulations  (CDPR)  effective  October  1,  1993  having  the  title  of  Pesticide 
Data  Program. 

I  Introduction  -  Personnel  conducting  activities  under  this  agreement  are 
designated  as  follows. 

A.  For  the  Federal  Agency  -  The  Director,  Science  Division  (SD),  and 
projr^t  coordinators  provided  and  supervised  by  the  Director. 

B.  For  the  State  Agencies: 

1.  CDFA  -  Director,  CDFA,  responsible  for  laboratory,  data 
handling  personnel  and  other  personnel  (i.e..  Quality  Assurance  and  Methods 
Evaluation)  as  required.   State  Agency  designee  shall  not  receive  Federal 
appointments  and  shall  be  under  the  exclusive  direction  of  the  State  Agency  or 
its  designees. 

2.  CDPR  -  Director,  CDPR,  responsible  for  sampling  and  other 
personnel  as  required.   State  Agency  designee  shall  not  receive  Federal 
appointments  and  shall  be  under  the  exclusive  direction  of  the  State  Agency  or 
its  designees. 

II  Responsibilities 

A.     The  Federal  Agency  will: 

1.  Subject  to  Congressional  appropriation  of  funds,  provide  the 
State  Agencies  funds  for  items  of  allowable  costs  necessary  for  conducting 
this  agreement  in  an  amount  not  to  exceed  $2.3  million. 

The  monetary  disbursements  for  each  State  Agency  is  as  follows: 

FY  1994 

CDPR  $300,000 

CDFA  $2,000,000 

2.  At  its  discretion,  and  in  agreement  with  the  State  Agencies, 
use  part  of  the  above  funds  to  purchase  any  other  items  of  allowable  costs 
necessary  for  the  performance  of  work  under  this  agreement.  . 

3.  Provide  PDP  Program  Plans  which  may  include,  but  are  not 
limited  to,  revisions  of  the  program's  Standard  Operating  Procedures,  updates 
to  the  commodities  to  be  sampled,  and/or  new  methodologies. 

4.  Provide  the  State  Agencies  with  analytical  and  quality 
assurance  methodologies  to  be  used  for  the  analyses  of  pesticide  residues  in 
foods  covered  under  the  program.   These  methodologies  will  be  selected 
following  consultation  with  the  Environmental  Protection  Agency  (EPA),  the 
Food  and  Drug  Administration  (FDA),  and  the  States  participating  in  the 
program.   (40  CFR  Part  160) 

5.  Provide  support  through  the  OSDA  National  Agricultural 
Statistics  Service  for  the  quarterly  selection  of  sampling  sites  and  other 
appropriate  activities  as  needed. 

6.  Provide  the  State  Agency  with  sampling  and  data  handling 
procedures  for  the  program.  These  procedures  will  be  selected  following 
consultation  with  the  EPA,  FDA,  and  the  States  participating  in  the  program. 
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7.   Provide  a  minimum  of  45  days  notice  prior  to  changing  the  PDP 

Program  Plans.   Changes  may  be  made  in  less  than  45  days  upon  mutual  consent 

of  all  parties  to  the  contract.   All  changes  to  the  Program  Plan  will  be  in 
writing . 

B.     The  State  Agencies  will: 

CDFA: 

1.  Perform  chemical  analyses  on  samples  collected  for 
pesticide  residues,  metabolites,  and  their  parent  compounds  in  accordance  with 
the  retirements  and  acceptable  analytical  methodologies  as  set  forth  in  the 
PDP  Program  Plans  which  are  mutually  agreed  upon  by  the  State  Agency  and 
Science  Division  (SD). 

2.  Provide  analytical  pesticide  residue  data  to  SD  in  accordance 
with  the  PDP  Program  Plans. 

3.  Provide  Quality  Assurance  check  samples  in  accordance  with 
requirements  as  set  forth  in  the  PDP  Program  Plans  which  are  mutually  agreed 
upon  by  the  State  agency  and  SD . 

4.  Perform  method  evaluation  in  accordance  with  the  requirements 
as  set  forth  in  the  PDP  Program  Plans  which  are  mutually  agreed  upon  by  the 
State  agency  and  SD. 

5.  Submit  requests  f c r  advances  to  SD  at  least  monthly  on  an 
SF-270,  "Request  for  Advance  or  Ren.'jursement .  " 

6.  Keep  a  separate  account  of  expenditures  and  provide  SD  a  final 
"Financial  Status  Report,"  SF-269,  submitted  no  later  than  90  days  after  the 
conclusion  of  the  fiscal  year. 

CDPR: 


1.  Collect  the  required  number  of  samples  according  to  the  PDP 
Program  Plans.   The  samples  are  to  be  forwarded  to  the  assigned  laboratories 
as  mutually  agreed  to  by  the  State  Agencies  and  SD.   The  number  of  samples  to- 
be  collected  for  e<ich  year  will  be  communicated  in  a  separate  correspondence. 

2.  Submit  requests  for  advances  to  SD  at  least  monthly  on  an 
SF-270,  "Request  for  Advance  or  Reimbursement." 

3.  Keep  a  separate  account  of  expenditures  and  provide  SD  a  final 
"Financial  Status  Report,"  SF-269,  submitted  no  later  than  90  days  after  the 
conclusion  of  the  fiscal  year. 

C.   It  is  mutually  understood  and  agreed  that: 

1.  Reports  of  program  results  issued  under  this  agreement  shall 
be  Federal  reports.   Any  other  use  of  the  program's  data  by  the  State  Agencies 
shall  be  approved  by  the  Federal  Agency.   The  State  Agencies  may,  with  the 
consent  of  SD,  keep  data  information  for  use  within  the  California  Department 
of  Food  and  Agriculture  and  the  California  Department  of  Pesticide 
Regulations. 

2.  All  selected  program  participants  shall  attend  meetings  as 
necessary  to  evaluate  accomplishments,  discuss  and  solve  problems,  and  find 
ways  to  improve  the  execution  of  the  program. 

3.  All  selected  program  participants  shall  attend  training 
sessions  and  workshops  as  necessary  to  keep  abreast  of  new  technologies. 
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4.  Periodic  advances  shall  be  limited  to  the  minimum  amounts 
needed  to  meet  current  disbursement  needs  and  shall  be  scheduled  so  that  the 
funds  are  available  to  the  State  Agency  as  close  as  is  administratively 
feasible  to  the  actual  disbursements  by  the  State  Agency  for  program  costs. 
Cash  advances  made  by  the  State  Agency  to  secondary  recipient  organizations  or 
the  State  Agency's  field  organizations  shall  conform  substantially  to  the  same 
standards  of  timing  and  amount  as  apply  to  cash  advances  by  the  Federal  Agency 
to  the  State  Agency. 

5.  The  equipment  provided  under  this  agreement  will  become  the 
property  of  the  State  Agencies  upon  termination  of  the  agreement  in  accordance 
with  7CFR  30^6.32. 

6.  All  aspects  of  this  agreement  shall  be  executed  in  accordance 
with  all  applicable  parts  of  USDA's  Uniform  Federal  Assistance  Regulations 
(7CFR  3015  et  seq . )  or  as  they  may  be  subsequently  revised,  and  successive 
published  regulations  as  appropriate,  which  are  hereby  incorporated  by 
reference  and  made  a  part  of  this  agreement.   The  State  Agency  confirms  that 
it  understands  and  is  bound  by  the  above  regulations,  a  copy  of  which  is 
attached. 

7.  The  following  are  attached  and  made  a  part  of  this  agreement: 

a.  Attachment  1,  Equal  Opportunity  Clause. 

b.  Standard  Form  424B,  "Assurance  -  Non-Construction 
Programs. " 

c.  Form  AD-1047,  "Certification  Regarding  Debarment, 
Suspension,  and  Other  Responsibility  Hatters  -  Primary  Covered  Transactions." 

d.  Form  AD-1048,  "Certification  Regarding  Debarment, 
Suspension,  Ineligibility  and  Voluntary  Exclusion  —  Lower  Tier  Covered 
Transactions.  " 

e.  Form  AD-1049,  "Certification  Regarding  Drug-Free 
Workplace  Requirements  (Grants)  Alternative  I  -  For  Grantees  Other  Than 
Individual . " 

f.  "Certification  Regarding  Lobbying."   Mote:  The 
appropriate  lobbying  disclosure  report  form,  SF-LLL,  is  available  from  the 
Federal  Agency  if  applicable. 

8.  No  Member  of  Congress  or  Resident  Commissioner  shall  be 
admitted  to  any  share  of  part  of  this  agreement  or  to  any  benefit  to  arise 

'  i>&    ,_.  therefrom,  unless  it  be  made  with  a  corporation  for  its  general  benefit. 

jr  9.   This  agreement  shall  continue  in  force  through  September  30, 

/?9y      I??3'    and  aa    long  thereafter  as  Congress  shall  provide  the  necessary  authority 
and  funds,  subject  to  annual  renewal  in  writing  by  mutual  agreement  of  the 
parties  hereto.   This  agreement  may  be  amended  at  any  time  by  mutual  agreement 
of  the  parties  in  writing.   It  may  be  terminated  at  any  time  by  mutual  consent  or 
by  60  days  in  advance  of  a  specified  date  of  termination. 
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93-0466 
EQUAL  OPPORTUNITY  CLAUSE 

During  the  performance  of  this  Agreement,  unless  exempt  under  rules, 
regulations  and  relevant  orders  of  the  Secretary  of  Labor  (41  CFR  Ch.  60) 
issued  pursuant  to  authority  conferred  by  Executive  Order  11246  of  September 
24,  1965,  as  amended,  hereinafter  referred  to  in  this  paragraph  as  the 
"Executive  Order",  the  Cooperator  agrees  as  follows: 

(a)  The  Cooperator  will  not  discriminate  against  any  employee  or 
applicant  for  employment  and  will  take  affirmative  action  to 
ensure  that  applicants  and  employees  are  treated  without  regard  to 
their  race,  color,  religion,  age,  disability,  sex,  marital  status, 
or  national  origin.   Such  action  shall  include,  but  not  be  limited 
to,  the  following:   Recruitment  or  recruitment  advertising,    '. 
employment,  upgrading,  demotion  or  transfer;  layoff  or 
termination;   rates  of  pay  or  other  forms  of  compensation  and 
selection  for  training,  including  apprenticeship.   The  Cooperatcr 
agrees  to  post  in  conspicuous  places,  available  to  employees  and 
applicants  for  employment,  notices  to  be  provided  by  AMS  setting 
forth  the  provisions  of  thi3  Equal  Opportunity  Clause. 

(b)  The  Cooperator  will,  in  all  solicitations  or  advertisements  of 
employees  placed  by  or  on  behalf  of  the  Cooperator,  state  that  all 
qualified  applicants  will  receive  consideration  for  employment 
without  regard  to  race,  color,  religion,  age,  handicap,  sex, 
marital  status,  or  national  origin. 

(c)  The  Cooperator  will  send  to  each  labor  union  or  representative  of 
workers  with  which  it  has  a  collective  bargaining  agreement  or 
other  contract  or  understanding,  a  notice,  to  be  provided  by  AMS 
advising  the  labor  union  or  workers'  representative  of  the 
Cooperator's  commitments  under  this  c-jal  Opportunity  Clause,  and 
shall  post  copies  of  the  notice  in  conspicuous  places  available  to 
employees  and  applicants  for  employment. 

(d)  The  Cooperator  will  comply  with  all  provisions  of  the  executive 
Order,  and  of  the  rules,  regulations,  and  relevant  orders  of  the 
Secretary  of  Labor. 

(e)  The  Cooperator  will  furnish  all  information  and  reports  required 
by  the  Executive  Order,  and  by  the  rules,  regulations,  and  orders 
of  the  Secretary  of  Labor,  or  pursuant  thereto,  and  will  permit 
access  to  its  books,  records  and  accounts  by  AMS  and  the  Secretary 
of  Labor  for  purposes  of  Investigation  to  ascertain  compliance 
with  such  rules,  regulations,  and  orders. 

(f)  In  the  event  of  the  Cooperator's  noncompliance  with  this  Equal 
Opportunity  Clause  of  this  Agreement  or  with  any  of  such  rules, 
regulations  or  orders,  this  Agreement  may  be  canceled,  terminated, 
or  suspended  in  whole  or  in  part  and  the  Cooperator  may  be 
declared  ineligible  for  further  government  contracts  in  accordance 
with  procedures  authorized  in  the  Executive  Order,  by  rules, 
regulation,  or  order  of  the  Secretary  of  Labor,  or  as  otherwise 
provided  by  law. 

(g)  The  Cooperator  will  include  the  provisions  of  subparagraphs  (a) 
through  (g)  of  this  paragraph  in  every  subcontract  or  purchase   .•: 
order  unless  exempted  by  rules,  regulations,  or  orders  of  the 
Secretary  of  Labor  issued  pursuant  to  Section  204  of  the  Executive 
Order,  so  that  such  provisions  will  be  binding  upon  each 
subcontractor  or  vendor.   The  Cooperator  will  take  such  action 
with  respect  to  any  subcontract  or  purchase  order  as  AMS  may 
direct  as  a  means  of  enforcing  such  direction  provisions, 
including  sanction  for   noncompliance.   However,  If  the  Cooperator 
becomes  involved  in,  or  is  threatened  with,  litigation  with 
subcontractor  or  vendor  as  a  result  of  such  direction  by  AMS,  the 
Cooperator  may  request  the  United  States  to  enter  into  such 
litigation  to  protect  the  interests  of  the  United  States. 


Attachment  1    (6/6/91) 


705 

PDP  EXPENDITURES 

Mr.  Durbin.  For  the  record,  would  you  provide  us  the  details  of 
expenditures  for  fiscal  years  1991,  1992,  1993,  and  1994.  Also,  in- 
clude what  your  plans  are  for  1995.  Include  a  break  out  of  how 
much  was  spent  for  Federal  administrative  costs  and  how  much 
went  to  each  State.  Also  provide  how  much  went  to  purchase  one- 
time equipment  costs. 

Mr.  HATAMrYA.  I  would  be  happy  to  provide  that  information. 

[The  information  follows:] 

PESTICIDE  DATA  PROGRAM 
[In  thousands  of  dollars] 

Fiscal  year — 
1991  1992  1993  1994'  1995 ' 

Funding  appropriated  $11,862  $11,862  $11,558  $11,591  $11,513 

Federal  administrative  costs  1,047  1,342  1,835  1,638  1,503 

One-time  equipment  costs  841  263  268  308  100 

Contractual  agreements  with  cooperating  states: 

California  3,131  1,946  2.425  2,300  2,350 

Colorado  127  50  120  110 

Florida  1,300  658  1.344  1,050  1.000 

Michigan  1.100  823  965  1,050  1,000 

New  York  1,000  916  1,659  1,780  1,750 

North  Carolina 63  67  135  330 

Ohio 300  125  645  460 

Texas  1,300  838  1,211  1.100  1.000 

Washington  879  658  330  580  600 

Contracts  with  other  Federal  agencies  321  655  970  885  1,310 

Total 10,919        8,589       11,249       11,591       11,513 

■Estimated  amounts  tor  1994  and  1995. 

PESTICIDE  RECORDKEEPING 

Mr.  Durbin.  The  1990  Food,  Agriculture,  Conservation,  and 
Trade  Act — FACTA — authorized  USDA  to  ensure  that  records  of 
federally  restricted  use  pesticides  are  maintained  by  certified  pes- 
ticide applicators  and  requires  records  be  surveyed  to  provide  a 
database  on  the  usage  of  federally  restricted  use  pesticides.  Which 
Federal  agencies  are  participating  in  this  project?  Have  Memoran- 
dums of  Understanding  been  signed  with  all  the  participants? 

Mr.  HATAMrYA.  AMS  was  designated  as  the  lead  Federal  agency 
to  administer  the  Pesticide  Recordkeeping  program.  USDA's  Na- 
tional Agricultural  Statistics  Service  and  EPA  are  cooperating  in 
the  program.  The  three  agencies  have  agreed  to  sign  a  MOU  estab- 
lishing each  agency's  role  for  the  program.  The  MOU  has  been 
signed  by  the  two  USDA  agencies  and  is  at  EPA  awaiting  signa- 
ture. AMS  is  also  in  the  process  of  signing  MOU's  with  all  the 
State-designated  lead  agencies  that  were  established  by  the  1990 
FACTA  to  authorize  access  to  certified  applicators  records  by  State 
agencies. 

Mr.  Durbin.  What  resources  do  you  expect  to  use  on  this  project 
in  FY  94  and  what  do  you  have  budgeted  in  FY  95? 

Mr.  Hatamiya.  The  fiscal  year  1994  budget  for  the  Pesticide  Rec- 
ordkeeping program  is  $1.5  million.  We  expect  to  utilize  the  entire 
budget  this  year.  We  will  continue  to  emphasize  education  for  cer- 
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tified  applicators  and  continue  to  review  USDA  pesticide  survey 
participation  to  determine  whether  further  monitoring  of  applicator 
records  for  compliance  is  necessary  according  to  the  mandate  of  the 
1990  FACTA.  The  programs'  budget  for  fiscal  year  1995  is  $1.48 
million. 

Mr.  Durbin.  Describe  how  this  information  will  be  used?  Has 
EPA  agreed  to  use  this  information  as  part  of  any  tolerance  level 
setting  process? 

Mr.  Hatamiya.  The  1990  FACTA  requires  that  information  be 
collected  concerning  the  use  of  Federally  restricted-use  pesticide, 
both  for  agricultural  and  non-agricultural  use.  NASS  is  responsible 
for  collecting  data  on  the  agricultural  use  of  Federally  restricted- 
use  pesticides  and  for  maintaining  a  database  on  the  information 
collected.  EPA  is  responsible  for  gathering  data  on  the  non-agricul- 
tural use  of  Federally  restricted-use  pesticides.  The  data  gathered 
provide  accurate  information  on  applications  and  is  reported  annu- 
ally to  Congress. 

FOOD  SAFETY  TESTING 

Mr.  Durbin.  As  part  of  the  agency's  food  safety  activities,  AMS 
has  indicated  that  it  does  analytical  testing  for  microbiological  and 
chemical  constituents  in  processed  dairy  products,  eggs,  meat,  poul- 
try, and  fruit  and  vegetables  in  support  of  voluntary  grading,  cer- 
tification, laboratory  accreditation,  and  acceptance  programs.  What 
authority  does  AMS  have  to  do  microbiological  and/or  pathogen 
testing  for  other  than  the  egg  program?  Who  uses  this  information 
and  how  is  it  reported? 

Mr.  Hatamiya.  FSIS  has  requested  that  AMS  conduct 
microbiological  tests  on  approximately  2,200  meat  samples  in  sup- 
port of  USDA's  Pathogen  Reduction  Program  under  a  reimbursable 
agreement.  These  samples  originate  from  beef  slaughter  operations 
and  as  raw  patties  from  processing  facilities.  All  samples  are  tested 
for  coliforms,  total  aerobic  plate  count,  and  E.  coli  counts.  The  data 
gained  from  these  studies  provide  FSIS  with  the  information  need- 
ed to  identify  critical  control  points  in  a  Hazard  Analysis  Critical 
Control  Point  Program.  Analytical  findings  are  reported  by  the 
AMS  testing  laboratory  directly  to  FSIS. 

AMS  also  performs  microbiological  and  pathogen  testing  in  sup- 
port of  USDA's  commodity  buying  programs,  and  for  industry  ap- 
plicants who  submit  samples  to  AMS  laboratories.  AMS  provides 
export  certification  for  products  being  sent  to  countries  that  will 
not  accept  private  certification  but  require  a  government  testing 
certificate,  and  provides  private  laboratory  certification  to  labora- 
tories that  test  for  trichina  for  export  of  product  to  the  European 
Union.  AMS  commodity  purchases  are  authorized  by  Section  32  of 
the  Act  of  August  24,  1935,  and  voluntary  testing  services  are  pro- 
vided under  the  Agricultural  Marketing  Act  of  1946. 

Mr.  Durbin.  Do  you  charge  for  this  work? 

Mr.  Hatamiya.  Yes,  FSIS  pays  for  AMS  testing  in  support  of  the 
Pathogen  Reduction  Program.  All  other  microbiological  and  patho- 
gen testing  is  user  fee  paid,  with  charges  specified  as  published  in 
the  Federal  Register. 
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NAFTA  SANITARY  REQUIREMENTS 

Mr.  Durbin.  Have  all  of  the  sanitary  and  phytosanitary  require- 
ments and  cross  border  access  negotiations  related  to  NAFTA  been 
negotiated?  What  work  is  still  to  be  done  by  your  agency  on 
NAFTA? 

Mr.  Hatamiya.  I  will  supply  a  detailed  explanation  for  the 
record. 

[The  information  follows:] 

Specific  phytosanitary  requirements  of  each  country  were  not  addressed  within 
NAFTA  since  each  country  preferred  to  retain  the  right  to  establish  health  and  safe- 
ty criteria  on  imported  products.  However,  NAFTA  does  establish  certain  principles 
and  guidelines  for  sanitary  and  phytosanitary  regulations.  APHIS  has  formal  re- 
sponsibility for  such  issues  within  the  USDA.  However,  AMS  is  a  participating 
agency  on  a  Sanitary  and  Phytosanitary  Committee  established  by  NAFTA. 

The  first  meeting  of  the  Sanitary  and  Phytosanitary  Committee  was  on  March  24, 
1994.  Representatives  of  Canada,  Mexico,  and  the  U.S.  agreed  on  the  general  prin- 
ciples for  operation  of  the  Committee.  The  Committee  will  meet  at  least  once  a  year, 
with  subcommittees  meeting  more  frequently,  as  necessary,  and  will  consist  of  four 
representatives  from  each  country.  The  location  of  the  meeting  will  rotate  among 
the  three  host  countries.  AMS,  working  with  other  interested  government  agencies, 
will  provide  support  to  administer  NAFTA  sanitary  and  phytosanitary  require- 
ments. Specific  NAFTA  sanitary  and  phytosanitary  Articles  will  address  enhance- 
ment of  food  safety,  improvement  of  sanitary  and  phytosanitary  conditions,  estab- 
lishment of  international  standards,  and  equivalency  of  sanitary  and  phytosanitary 
measures. 

Also,  to  comply  with  the  NAFTA  agreement,  AMS  will  be  proposing  a  rule  that 
requires  inspection  of  imported  shelled  and  in-shell  peanuts  to  meet  the  same  qual- 
ity requirements  as  those  required  of  domestic  peanuts.  AMS  is  also  working  with 
the  Food  and  Drug  Administration  to  determine  the  steps  necessary  to  ensure  that 
imported  peanut  butter  and  paste  meet  the  same  level  of  sanitary  protection  as  do- 
mestic products. 

To  conform  with  obligations  under  NAFTA,  AMS  amended  Section  8e  import  regu- 
lations to  provide  like  treatment  regarding  minimum  quality  requirements  for  do- 
mestic and  imported  raw  fruits  and  vegetables  destined  for  processing  and  other 
limited  uses.  The  change  became  effective  on  January  1,  1994. 

In  addition,  AMS  is  working  with  Mexico  and  Canada  on  procedures  for  resolving 
private  commercial  disputes  that  involve  perishable  products.  The  United  States 
and  Canada  already  have  such  systems.  AMS  is  a  member  of  a  working  group  to 
help  Mexico  develop  agricultural  grade  standards.  AMS  is  also  working  with  the 
Foreign  Agricultural  Service  and  other  USDA  agencies  to  define  the  types  of  infor- 
mation to  be  compiled  for  a  report  on  U.S./Mexico  trade  in  fresh  fruits,  vegetables, 
and  cut  flowers. 

The  NAFTA  agreement  made  significant  changes  in  cross-border  truck  access  be- 
tween Canada,  the  United  States,  and  Mexico.  AMS  participated  in  the  land  trans- 
portation negotiations  that  encompassed  the  cross-border  access  issues.  NAFTA  in- 
creases cross-border  access  for  U.S.  trucking  companies  by  giving  them  the  right  to 
obtain  operating  authority  from  the  Mexican  government  for  the  carriage  of  inter- 
national cargo  from  border  states.  For  the  first  time,  U.S.  trucking  companies  will 
have  the  right  to  use  their  own  drivers  and  equipment  for  shipments  into  Mexico, 
a  cross-border  market  that  had  been  completely  controlled  by  Mexican  carriers. 

Although  the  NAFTA  negotiations  have  been  completed  and  the  agreement 
signed,  AMS  is  identifying  transportation  and  logistical  factors  limiting  increased 
U.S.  agricultural  trade  with  Mexico.  Such  factors  can  impede  access  to  the  Mexican 
market  just  as  easily  as  tariffs  and  quotas.  AMS  is  also  participating  in  a  National 
Economic  Council  working  group  on  border  infrastructure  and  efficiency,  and  in  bi- 
lateral United  States-Mexico  Transportation  Working  Group  meetings. 

SALMONELLA  ENTERITIDIS 

Mr.  Durbin.  Salmonella  enteritidis  is  a  problem  that  continues 
to  plague  the  egg  industry.  For  the  record,  please  provide  a  five 
year  table  showing  the  number  of  incidence  of  Salmonella 
enteritidis  resulting  from  your  inspection  work. 

[The  information  follows:] 
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The  Regulations  Governing  the  Inspection  of  Eggs  and  Egg  Products  (7  CFR,  Part 
59)  require  that  egg  products  be  analyzed  for  the  presence  of  salmonellae  by  a 
USDA  laboratory  or  a  private  or  commercial  laboratory  recognized  by  AMS.  How- 
ever, AMS'  eastern  laboratory  in  Gastonia,  North  Carolina  is  the  only  laboratory 
that  performs  serotyping  of  salmonellae  from  egg  products  samples.  Therefore,  the 
following  information  summarizes  the  results  for  samples  analyzed  by  our  eastern 
laboratory. 

"SALMONELLA  ENTERITIDIS"  ISOLATES  FOUND  IN  SAMPLES  OF  EGG  PRODUCTS 

Number  of  Se 
Calendar  year  positive  sam- 

ples 

1989  8 

1990  7 

1991  0 

1992  '8 

1993  1 

Total  '24 

■Three  of  these  were  retested. 

Mr.  Durbin.  What  resources  did  you  spend  related  to  Salmonella 
enteritidis  in  fiscal  year  1993? 

Mr.  Hatamiya.  During  fiscal  year  1993,  AMS  used  approximately 
200  supervisory  staff  and  inspector  hours  related  to  the  control  of 
shell  eggs  from  Se-identified  flocks.  In  February  1990,  APHIS  im- 
plemented regulations  requiring  control  of  the  movement  of  shell 
eggs  from  flocks  under  Salmonella  enteritidis,  or  Se,  restrictions. 
Under  these  regulations,  interstate  shipments  of  shell  eggs  from 
identified  flocks  must  move  under  USDA  control  to  a  USDA-in- 
spected  egg  products  plant  for  breaking  and  pasteurization.  During 
fiscal  year  1993,  AMS  inspectors  continued  to  cooperate  with 
APHIS  by  acknowledging  receipt  and  pasteurization  of  shell  eggs 
shipped  under  APHIS  control.  Additionally,  AMS  inspectors  cooper- 
ated with  State  regulatory  officials  to  assist  in  the  control  of  shell 
eggs  from  suspected  or  confirmed  Se-positive  flocks  when  such  eggs 
were  shipped  to  egg  breaking  plants  within  a  State. 

During  fiscal  year  1993,  AMS  laboratory  staff  developed  an  envi- 
ronmental testing  program  for  Salmonella  enteritidis  in  shell  egg 
plants  wishing  to  meet  Canadian  requirements  for  shell  egg  export. 
The  program  assures  consistency  among  AMS  and  private  labora- 
tories conducting  these  tests.  AMS  laboratories  test  poultry  parts 
for  the  presence  or  absence  of  Salmonella  enteritidis  for  export  to 
countries  that  do  not  accept  private  certification  and  require  a  gov- 
ernment certificate.  AMS  laboratory  services  are  user  fee-funded, 
and  together  require  less  than  one  full  time  equivalent  position. 

Mr.  Durbin.  How  do  you  handle  the  product  if  Salmonella 
enteritidis  is  detected? 

Mr.  Hatamiya.  Whenever  salmonella  of  any  species  is  detected  in 
an  egg  product,  that  product  is  immediately  retained  by  the  AMS 
inspector  to  preclude  its  distribution  for  human  consumption.  If  the 
identified  product  has  been  shipped  for  distribution  prior  to  receipt 
of  test  results,  the  processor  is  required  to  recall  the  product.  Re- 
call procedures  must  be  conducted  under  the  supervision  of  the  in- 
spector assigned  to  the  plant.  All  product  that  is  determined  to  be 
positive  for  the  presence  of  salmonella  must  be  reprocessed  and  re- 
tested. 
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AMS  STATUTES 

Mr.  Durbin.  The  Agricultural  Marketing  Service  administers 
more  than  50  statutes  which  are  designed  to  facilitate  and  promote 
fair  trading  practices  for  agricultural  commodities  based  on  meas- 
ures of  quality,  safety,  and  wholesomeness.  For  the  record,  would 
you  provide  us  a  listing  of  each  of  these  statutes  and  which  ones 
are  funded  through  user  fees  and  which  need  appropriated  funds? 

Mr.  Hatamiya.  We  have  many  operating  statutes.  I'll  be  glad  to 
supply  the  list  for  the  record. 

[The  information  follows:] 

User  Fee 

Market  News  Service  (User  Fees  for  Printing,  Postage,  and  Handling  of  Market 

News  Reports) 
Agriculture  &  Food  Act  of  1981,  Section  1121 

Mandatory  Inspection  (Egg  Products)  (User  Fees  for  Overtime) 
Egg  Products  Inspection  Act 

Voluntary  Inspection  and  Grading 

Agricultural  Marketing  Act  of  1946,  Section  203(h) 

Cotton  Statistics  and  Estimates  Act  of  1927 

Tobacco  Inspection  Act  of  1935 

Dairy  and  Tobacco  Adjustment  Act  of  1983  (Inspection  of  imported  tobacco) 

Market  Protection  and  Promotion 

Cotton  Research  and  Promotion  Act 

Egg  Research  and  Consumer  Information  Act 

National  Wool  Act  of  1954 

Potato  Research  and  Promotion  Act 

Dairy  and  Tobacco  Adjustment  Act  of  1983 

Honey  Research,  Promotion  and  Consumer  Information  Act 

Beef  Promotion,  and  Research  Act  of  1985 

Pork  Promotion,  Research  and  Consumer  Information  Act  of  1985 

Watermelon  Research  and  Promotion  Act 

Soybean  Promotion,  Research  and  Consumer  Information  Act  of  1990 

Pecan  Promotion  and  Research  Act  of  1990 

Mushroom  Research,  Promotion  and  Consumer  Information  Act  of  1990 

Lime  Research,  Promotion  and  Consumer  Information  Act  of  1990 

Fluid  Milk  Promotion  Act  of  1990 

Fresh  Cut  Flowers  and  Fresh  Cut  Greens  Promotion  and  Information  Act 

Unfair  Trading  Practices 

Perishable  Agricultural  Commodities  Act 
Produce  Agency  Act 

National  Laboratory  Accreditation  Program  (not  yet  implemented) 

1990  Food,  Agricultural,  and  Conservation  Act — Title  XIII,  Subtitle  B 

Plant  Variety  Certification 

Plant  Variety  Protection  Act 

Organic  Standards  (not  yet  implemented) 

1990  Food,  Agricultural,  and  Conservation  Act,  Title  XXI 

APPROPRIATED 

Market  News  Service 

Agricultural  Marketing  Act  of  1946,  Section  203(g) 

Cotton  Statistics  and  Estimates  Act  of  1927 

Naval  Stores  Act 

Tobacco  Statistics  Act 

Tobacco  Inspection  Act  of  1935 

U.S.  Cotton  Futures  Act 

Peanut  Statistics  Act 
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Standardization 

Appropriations  reimbursed  to  Treasury  from  user  fees: 

Agriculture,  Rural  Development,  Food  and  Drug  Administration,  and  Related  Agen- 
cies Appropriations  Act,  1994 
Agricultural  Marketing  Act  of  1946,  Section  203(c) 
U.S.  Cotton  Futures  Act 
United  States  Cotton  Standards  Act 
Naval  Stores  Act 
Wool  Standards  Act 

Mandatory  Inspection  (Egg  Products) 
Egg  Products  Inspection  Act 

Market  Protection  and  Promotion 

Agricultural  Fair  Practices  Act 
Capper  Volstead  Act 
Export  Apple  and  Pear  Act 
Export  Grape  and  Plum  Act 

Marketing  Orders  (Federal  administration  and  supervision) 
Agricultural  Marketing  Agreement  Act  of  1937 

Pesticide  Data  Program 

Agricultural  Marketing  Act  of  1946,  Section  202 

Pesticide  Recordkeeping 

1990  Food,  Agriculture,  and  Conservation  Act>-Title  XTV,  Subtitle  H,  Sec.  1491 

Seed  Labeling  Enforcement 

Federal  Seed  Act 

Wholesale  Market  Development 

Agricultural  Marketing  Act  of  1946,  Sections  203(i)  and  204(b). 

Federal-State  Marketing  Improvement  Programs 

Agricultural  Marketing  Act  of  1946,  Sections  203(i)  and  204(b). 

Organic  Standards 

Organic  Foods  Production  Act  of  1990 

Transportation  Services 

Agricultural  Marketing  Act  of  1946,  Section  203(j) 

Agricultural  Adjustment  Act  of  1938 

Agricultural  Trade  and  Assistance  Act  of  1954 

Rural  Development  Act  of  1972 

International  Carriage  of  Perishable  Foodstuffs  Act  of  1982 

Commodity  Purchases 

Section  32  of  the  Act  of  August  24,  1935 

ADMINISTRATIVE  EXPENSES 

Mr.  Durbin.  For  the  record,  provide  the  details  of  the  adminis- 
trative expenses  account  for  the  past  five  years.  Include  the 
amounts  taken  in  each  year,  the  expenditures  each  year,  and  the 
annual  carryover. 

[The  information  follows:] 

AMS  ADMINISTRATIVE  EXPENSES  ACCOUNT 
[In  thousands  of  dollars] 

Receipts  Expenditures  Carryover 

1989  $31,022 

1990  39,525 

1991  44,187 

1992  48,774 

1993  51,866 


$34,776 

$10,287 

34,816 

14,997 

42,130 

17.053 

47,091 

18,737 

46,830 

23,773 
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PERSONNEL  BENEFIT  PROJECTIONS 

Mr.  Durbin.  What  do  you  anticipate  each  year  to  cover  personnel 
benefits  such  as  annual  leave  and  retirement  costs? 

Mr.  Hatamiya.  Each  year,  AMS  includes  estimated  expenditures 
for  annual  leave  and  retirement  costs  in  the  Agency's  operating 
budget  plans.  Estimates  of  annual  leave  use  are  based  largely  on 
current  information  and  past  experience;  estimates  of  lump  sum 
annual  leave,  paid  when  an  employee  retires,  are  based  on  the 
manager's  knowledge  of  individual  expectations  and  plans.  We  also 
factor  estimated  accrued  annual  leave  and  expected  retirement 
costs  into  our  annual  fee  analyses  for  user-funded  programs.  For 
fee  analyses,  annual  leave  projections  are  based  on  an  AMS-devel- 
oped  report  of  current  accrued  annual  leave  costs.  Retirement  cost 
projections  are  on  manager's  expectations  and  historical  cost  infor- 
mation from  accounting  reports. 

Mr.  Durbin.  Do  you  expect  to  exceed  your  appropriation  cap  dur- 
ing FY  1994? 

Mr.  Hatamiya.  AMS  does  not  anticipate  exceeding  the  limitation 
on  administrative  expenses,  which  for  fiscal  year  1994  is 
$55,953,000.  Between  October  1,  1993  and  February  28,  1994,  we 
have  incurred  obligations  of  approximately  $23  million  in  this  ac- 
count. 

LIMITATION  ON  ADMINISTRATIVE  EXPENSES  ACCOUNT 

Mr.  Durbin.  For  the  record,  please  provide  an  object  class  table 
for  fiscal  years  1993,  1994,  and  1995  for  the  amounts  covered  by 
the  Limitation  on  Administrative  Expenses  account. 

[The  information  follows:] 

ADMINISTRATIVE  EXPENSE  LIMITATION— OBJECT  CLASSIFICATION 
[In  thousands  of  dollars] 

Fiscal  Year 


Personnel  compensation: 

11.1     Full-time  permanent 

11.3    Other  than  full-time  permanent 
11.5    Other  personnel  compensation  .. 


11.9  Total  personnel  compensation 


12.1  Personnel  benefits:  Civilian 

13.0  Benefits  for  former  personnel  * 

21.0  Travel  and  transportation  of  persons  

22.0  Transportation  of  things 

23.1  Rental  payments  to  GSA  

23.2  Rental  payments  to  others 

23.3  Communications,  utilities  and  miscellaneous  charges  

24.0  Printing  and  reproduction  

25.1  Consulting  services  

25.2  Other  services 

25.3  Purchases  of  goods  and  services  from  Government  Accounts 

26.0  Supplies  and  materials  

31.0  Equipment 

42.0  Insurance  claims  and  indemnities 

43.0  Interest  and  dividends  


1993  actual 

1994  est. 

1995  est. 

$13,593 

$15,940 

$16,179 

8,754 

9,508 

9,651 

1,669 

2,517 

2,555 

24,016 

27,965 

28,385 

3,802 

4,214 

4.277 

1,777 

1,800 

1,847 

3,277 

3,547 

3,639 

928 

1,182 

1,213 

367 

526 

540 

2,266 

2,586 

2,653 

5,890 

7,120 

7,305 

130 

175 

180 

75 

1,942 

3,118 

3,201 

83 

83 

83 

918 

1,349 

1,384 

1,356 
1 

2,288 

2,347 

2 

99.0  Total  obligations 46,830  55,953  57,054 
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Mr.  Durbin.  Your  budget  request  for  the  administrative  ex- 
penses account  is  for  an  increase  of  $1.1  million.  Is  this  because  fee 
structure  changed  or  because  there  is  more  grading  being  done? 
For  the  record  please  provide  a  breakdown  of  the  fees  collected. 

[The  information  follows:] 

The  increase  of  $1.1  million  in  the  limitation  on  administrative  expenses  is  for 
increased  operating  costs  in  fiscal  year  1995. 

USER  FEES  COLLECTED 

[In  thousands  of  dollars] 


Fiscal  year— 

1994  estimate 

1995  estimate 

Cotton  

Tobacco  

Total  user  fee  

$38,953 

17,000 

55,953 

$39,741 
17,313 

57,054 

NATIONAL  LABORATORY  ACCREDITATION  PROGRAM 

Mr.  Durbin.  What  resources  are  you  spending  in  FY  1994  on  the 
AMS  National  Laboratory  Accreditation  Program? 

Mr.  Hatamiya.  During  fiscal  year  1994,  AMS  is  expending  the 
remaining  $65,000  on  development  of  the  proposed  rule  for  this 
program.  The  promulgation  of  this  regulation  requires  one  full  time 
equivalent  position. 

Mr.  Durbin.  At  the  time  of  last  year's  hearing  for  AMS  you  were 
still  coordinating  with  FDA  on  standards  for  the  National  Labora- 
tory Accreditation  Program.  Have  they  been  finalized  and  is  the 
program  operating  as  expected? 

Mr.  Hatamiya.  The  Food  and  Drug  Administration  has  drafted 
a  set  of  standards  covering  limited  accreditation  on  a  specific  set 
of  fruits  and  vegetables  and  pesticide  residue  combinations.  The 
FDA  and  FSIS  have  agreed  to  allow  the  standards  already  being 
applied  for  USDA  accreditation  for  testing  of  meat  and  poultry  ag- 
ricultural products  to  be  used  in  the  laboratory  accreditation  pro- 
gram. The  National  Laboratory  Accreditation  program  is  not  oper- 
ational, but  the  three  agencies  are  drafting  a  proposed  rule  con- 
taining the  standards  set  by  FDA  for  the  program  and  operational 
procedures  for  application,  maintaining  accreditation,  proficiency 
testing,  and  the  fee  structure. 

[FIELD  OFFICE  LOCATIONS] 

Mr.  Durbin.  For  the  record,  please  provide  a  list  of  the  field  of- 
fice locations  for  other  than  Market  News  locations,  by  commodity 
group. 

[The  information  follows:] 

COTTON  FIELD  OFFICES 

Pelham,  AL,  Dumas,  AR,  Phoenix,  AZ,  Visalia,  CA,  Macon,  GA,  Rayville,  LA, 
Hayti,  MO,  Greenwood,  MS,  Altus,  OK,  Clemson,  SC,  Florence,  SC,  Memphis,  TN, 
Abilene,  TX,  Corpus  Christi,  TX,  El  Paso,  TX,  Harlingen,  TX,  Lamesa,  TX,  and  Lub- 
bock, TX 
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DAIRY  FIELD  OFFICES 


Glen  Ellyn,  IL' 


FEDERAL  MILK  MARKET  ADMINISTRATOR  FIELD  OFFICES 

Little  Rock,  AR,  Phoenix,  AZ,  Winter  Park,  FL,  Norcross,  GA,  Boise,  ID*,  Glen 
Ellyn,  IL*  Indianapolis,  IN,  Lenexa,  KS,  Louisville,  KY,  Covington,  LA,  Boston,  MA, 
Arbutus,  MD,  Berkley,  MI,  Edina,  MN,  Maryland  Heights,  MO,  Springfield,  MO, 
Charlotte,  NC,  Fort  Lee,  NJ,  Albany,  NY,  Syracuse,  NY,  Columbus,  OH,  Middleburg 
Heights,  OH,  Tulsa,  OK,  Amarillo,  TX,  Carrollton,  TX,  Alexandria,  VA,  White  River 
Junction,  VT,  Seattle,  WA,  Germantown,  WI,  Madison,  WI,  and  Stevens  Point,  WI. 

FRUIT  AND  VEGETABLE  FIELD  OFFICES 

Fresh  Products  Grading:  Dothan,  AL*,  Little  Rock,  AR*,  Nogales,  AZ,  Burlingame, 
CA,  Los  Angeles,  CA*,  Sacramento,  CA,  Denver,  CO,  Hartford,  CT,  Miami,  FL. 

Winter  Haven,  FL*,  Albany,  GA,  Forest  Park,  GA*,  Boise,  ID*,  Glen  Ellyn,  IL*, 
Indianapolis,  IN,  Fort  Mitchell,  KY,  Louisville,  KY,  New  Orleans,  LA,  Everett,  MA*. 

Beltsville,  MD,  Presque  Isle,  ME,  Detroit,  MI*,  Grand  Rapids,  MI,  St.  Paul,  MN, 
Kansas  City,  MO*,  St.  Louis,  MO*,  Williamston,  NC,  Newark,  NJ,  Albany,  NY*. 

New  York,  NY*,  Cleveland,  OH,  Reynoldsburg,  OH,  Oklahoma  City,  OK,  Salem, 
OR,  Harrisburg,  PA*,  Philadelphia,  PA*,  Pittsburgh,  PA*,  Wilkes  Barre,  PA,  Ft.  Bu- 
chanan, PR*. 

Columbia,  SC*,  Knoxville,  TN,  Memphis,  TN,  Nashville,  TN*,  Alamo,  TX,  Dallas, 
TX*,  El  Paso,  TX,  Houston,  TX,  San  Antonio,  TX. 

Falls  Church,  VA,  Norfolk,  VA,  Suffolk,  VA*,  Kent,  WA,  Olympia,  WA,  Stevens 
Point,  WI,  Charlestown,  WV. 

Processed  Products  Grading:  Fresno,  CA*,  Stockton,  CA,  Winter  Haven,  FL*,  East 
Point,  GA,  Glen  Ellyn,  IL*,  South  Bend,  IN,  Hunt  Valley,  MD,  Portland,  ME. 

North  Brunswick,  NJ*,  Salem,  OR,  Ft.  Buchanan,  PR*,  Weslaco,  TX,  Richmond, 
VA,  Yakima,  WA,  Ripon,  WI. 

PERISHABLE  AGRICULTURAL  COMMODITIES  ACT  FIELD  OFFICES 

Tucson,  AZ,  Glen  Ellyn,  IL*,  North  Brunswick,  NJ*,  Arlington,  TX*,  Manassas, 

VA*. 

FRUIT  AND  VEGETABLE  MARKETING  AGREEMENTS  AND  ORDERS  FIELD  OFFICES 

Fresno,  CA*,  Winter  Haven,  FL*,  Portland,  OR*,  McAllen,  TX*. 

MEAT  GRADING  AND  CERTIFICATION  FIELD  OFFICES 

Bell,  CA*,  Denver,  CO*,  Des  Moines,  IA*,  Glen  Ellyn,  IL*,  Omaha,  NE*,  Amarillo, 
TX*,  Arlington,  TX*. 

LIVESTOCK  AND  SEED  FIELD  OFFICE 

Beltsville,  MD*. 

POULTRY  AND  EGG  GRADING  FIELD  OFFICES 

Cullman,  AL,  Little  Rock,  AR*,  Modesto,  CA*,  Riverside,  CA,  Denver,  CO*, 
Valrico,  FL,  Gainesville,  GA,  Des  Moines,  IA*,  West  Lafayette,  IN,  Salisbury,  MD, 
Augusta,  ME,  S.  St.  Paul,  MN*. 

Kansas  City,  MO*,  Pearl,  MS,  Gastonia,  NC*,  Raleigh,  NC,  Albany,  NY*, 
Pickerington,  OH,  Harrisburg,  PA*,  Columbia,  SC,  Austin,  TX,  Harrisonburg,  VA, 
Seattle,  WA*. 

SCIENCE  DIVISION  FIELD  OFFICES 

Laboratories:  Dothan,  AL*,  Winter  Haven,  FL*,  Albany,  GA,  Ashburn,  GA 
(Anatoxin),  Blakely,  GA,  Camilla,  GA  (Aflatoxin),  Dawson,  GA  (Anatoxin),  Chicago, 
IL,  Aulander,  NC  (Aflatoxin),  Gastonia,  NC*,  Madill,  OK  (Aflatoxin),  Suffolk,  VA*. 

Pesticide  data  program:  Manassas,  VA. 

Plant  variety  protection:  Beltsville,  MD*. 
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TOBACCO  INSPECTION  FIELD  OFFICES 

Lexington,  KY*  and  Raleigh,  NC*. 

*These  are  consolidated  offices  which  include  two  or  more  AMS  programs. 

MARKET  NEWS  OFFICES 

Mr.  Durbin.  Were  any  market  news  offices  closed  or  merged  dur- 
ing fiscal  year  1993?  If  so,  for  what  reasons  and  where  were  they? 

Mr.  HATAMrfA.  We  merged  a  poultry  market  news  reporting  of- 
fice and  a  poultry  statistical  office  in  Kansas  City,  Missouri  to  form 
one  market  news  office  with  responsibility  for  both  reporting  and 
statistical  functions.  The  offices  were  combined  to  reduce  costs, 
eliminate  duplication,  and  better  allocate  our  resources.  Within  our 
Federal-State  Fruit  and  Vegetable  Market  News  Service,  the  state- 
operated  office  in  Stockton,  California  was  closed  due  to  budget  re- 
ductions faced  by  the  California  Department  of  Food  and  Agri- 
culture. 

AMS  closed  the  livestock  and  grain  market  news  office  in  San 
Antonio,  Texas  because  continued  decline  of  livestock  receipts  at 
the  San  Antonio  stockyards  made  it  uneconomical  to  maintain  a 
full  time  market  news  reporter  at  that  location.  Requests  by  the  in- 
dustry to  increase  our  coverage  of  livestock  imported  and  exported 
between  the  U.S.  and  Mexico  made  it  advantageous  to  relocate  the 
office  to  Santa  Teresa,  New  Mexico.  Santa  Teresa  is  located  on  the 
border  approximately  15  miles  west  of  El  Paso,  Texas.  The  facilities 
at  Santa  Teresa  handle  the  largest  volume  of  livestock  imported  to 
the  U.S.,  and  is  centrally  located  within  150  miles  of  other  live- 
stock border  crossings.  This  location  will  allow  our  reporter  to  eas- 
ily observe  market  transactions  and  import  inspections,  and  will 
provide  close  proximity  to  the  majority  of  import  crossings.  The 
Santa  Teresa  office  is  collocated  with  other  USD  A  field  offices. 

Mr.  Durbin.  Do  you  have  any  plans  for  closing  or  merging  any 
market  news  offices  during  fiscal  year  1994? 

Mr.  Hatamiya.  We  plan  to  consolidate  three  cotton  market  news 
offices  during  fiscal  year  1994:  the  Greenwood,  Mississippi  office 
will  be  consolidated  with  the  Dumas,  Arkansas  office;  the  Waco, 
Texas  office  will  be  consolidated  into  offices  in  Abilene  and  Corpus 
Christi,  Texas;  and  the  Lamesa,  Texas  office  will  be  consolidated 
into  the  Lubbock,  Texas  office.  These  planned  consolidations  will 
reduce  costs  and  improve  efficiency.  We  will  also  merge  our  fruit 
and  vegetable  market  news  office  in  Walden,  New  York  with  our 
office  in  Rochester,  since  the  Rochester  office  was  already  the  office 
of  record  for  the  printed  report  for  Walden  freight-on-board  ship- 
ments. There  are  also  two  state  offices  in  Fresno  and  Salinas,  Cali- 
fornia that  have  been  closed  in  fiscal  year  1994,  although  the  two 
reporters  continue  to  work  from  their  homes.  The  livestock  and 
grain  market  news  offices  in  Visalia,  California  and  National 
Stockyards,  Illinois  have  also  been  closed  in  fiscal  year  1994.  Last- 
ly, we  are  planning  to  merge  our  poultry  office  in  Kansas  City,  Mis- 
souri with  our  office  in  Des  Moines,  Iowa  to  save  costs  and  improve 
operational  efficiency. 
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MARKET  NEWS  REPORTS 

Mr.  Durbin.  Were  there  any  market  news  reports  that  were 
eliminated  or  consolidated  during  fiscal  year  1993?  Do  you  have 
any  plans  to  eliminate  or  consolidate  market  news  reports  in  fiscal 
year  1994? 

Mr.  Hatamiya.  In  fiscal  year  1993,  we  consolidated  the  Chicago 
and  Detroit  Miscellaneous  Poultry  reports  to  form  the  Central  Re- 
gion Ready-to-Cook  Hen  Report.  The  California  Vegetable  Report, 
published  by  the  State,  was  eliminated.  In  fiscal  year  1994,  we 
plan  to  consolidate  the  Philadelphia  Egg  Report,  New  England  Egg 
Report,  and  the  North  Atlantic  Egg  Review  into  one  market  report. 
Also  in  fiscal  year  1994,  the  Western  Grape  Report,  a  Federal  re- 
port; and  the  California  Fruit  Report,  a  State  report,  will  be  elimi- 
nated. Much  of  the  information  from  these  reports  will  appear  in 
other  reports.  The  Livestock  and  Grain  Market  Reports  from 
Visalia,  California  were  transferred  to  other  offices:  the  Direct  Cat- 
tle Trade  report  to  the  Phoenix,  Arizona  office  and  rice  reporting 
to  the  Little  Rock,  Arkansas  office.  Reports  at  the  stockyards  in 
National  Stockyards,  Illinois  are  discontinued. 

HACCP  AND  EGG  PRODUCTS  INSPECTION 

Mr.  Durbin.  Over  the  last  couple  of  years  you  have  been  in  dis- 
cussions with  the  egg  industry  on  the  use  of  a  Hazard  Analysis 
Critical  Control  Point  or  HACCP  program.  Have  you,  in  fact,  imple- 
mented the  HACCP  program? 

Mr.  Hatamiya.  A  HACCP  program  has  not  been  implemented  in 
the  egg  products  inspection  program.  Our  review  of  HACCP  has  in- 
dicated that  many  of  the  egg  products  inspection  procedures  now 
in  use  are  already  aligned  with  basic  HACCP  principles.  Despite 
this,  we  are  continuing  to  develop  a  fully  HACCP-based  inspection 
program  for  pilot  application  in  egg  products  processing  plants. 
During  the  past  year,  we  reviewed  the  voluntary  use  of  HACCP 
plans  in  several  egg  products  plants,  met  with  FSIS  representa- 
tives to  discuss  their  progress  and  future  direction  with  regard  to 
HACCP  in  meat  and  poultry  inspection  programs,  and  solicited 
comments  from  our  field  staff  on  the  generic  model  HACCP  plan 
drafted  last  fiscal  year. 

Now  we  are  soliciting  egg  products  plants  willing  to  participate 
in  a  pilot  study.  Once  the  list  is  complete,  we  will  select  plants 
based  on  the  volume  and  types  of  egg  products  produced,  and  the 
plant's  geographical  location.  We  plan  to  work  with  each  volunteer 
plant  to  tailor  our  generic  model  HACCP  plan  to  their  plant. 

NATIONAL  ORGANIC  STANDARDS  BOARD 

Mr.  Durbin.  Last  year,  Congress  provided  funds  for  advisory 
committees  and  boards.  One  of  those  the  Secretary  of  Agriculture 
chose  to  fund  was  the  National  Organic  Standards  Board.  For  the 
record,  please  provide  us  a  list  of  all  members  appointed  to  the 
Board  and  what  meetings  were  held  in  fiscal  year  1993  and  what 
you  propose  for  fiscal  year  1994. 

[The  information  follows:] 
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Farmer/Grower  (4):  Leroy  Dean  Eppley — Wabash,  Indiana;  Robert  Martin 
Quinn — Big  Sandy,  Montana;  Nancy  Ann  Taylor — Potlach,  Idaho;  Craig  Vincent 
Weakley — Yuba  City,  California. 

Handler/Processor  (2):  Eugene  Benjamin  Kahn — Rockport,  Washington;  Richard 
C.  Theuer — Chesterfield,  Missouri. 

Retailer  ( 1):  Margaret  Andrews  Clark — Bainbridge,  Washington. 

Consumer/Public  Interest  (3):  Merrill  Ann  Clark — Cassopolis,  Michigan;  Donald 
M.  Kinsman — Storrs,  Connecticut;  James  Michael  Sligh — Greenville,  South  Carolina 
(Chairman). 

Environmentalists  (3):  William  J.  Friedman,  IV — Albuquerque,  New  Mexico;  Gary 
Douglas  Osweiler — Boone,  Iowa;  Thomas  Arthur  Stoneback — Allentown,  Pennsylva- 
nia. 

Scientist  (1):  Esper  K.  Chandler — Edinburgh  Texas. 

Certifying  Agent  (1):  Vacant  (Cannot  be  ruled  at  this  time  due  to  stipulations  in 
the  Organic  Foods  Production  Act  of  1990.) 

The  following  meetings  of  the  National  Organic  Standards  Board  were  held  in  fis- 
cal year  1993:  Kutztown,  Pennsylvania — May  16-21,  1993;  Cottage  Grove,  Oregon — 
July  8-11,  1993;  Fargo,  Arkansas— September  27-29,  1993. 

Fiscal  year  1994  meetings  are  as  follows:  Rosslyn,  Virginia — January  30-February 
2,  1994;  Santa  Fe,  New  Mexico — May  31-June  5,  1994;  a  third  meeting — tentatively 
in  September  or  October;  location  undecided. 

In  addition,  Board  members  participated  in  4  information  hearings  on  organic 
livestock  and  livestock  products  in  Washington,  D.C. — January  27-28,  1994;  Chi- 
cago, Illinois — February  10,  1994;  Denver,  Colorado — February  24,  1994;  and  Sac- 
ramento, California — March  22,  1994. 

ORGANIC  STANDARDS  PROGRAM 

Mr.  Dtjrbin.  What  is  the  status  of  the  Organic  Standards  Pro- 
gram at  this  point? 

Mr.  Hatamiya.  The  National  Organic  Standards  Board — NOSB — 
is  preparing  recommendations  for  the  Secretary  of  Agriculture  for 
the  development  of  a  national  list  of  approved  and  prohibited  sub- 
stances, and  suggestions  for  implementing  the  program.  The  NOSB 
is  planning  to  approve  the  recommendations  on  major  portions  of 
the  program  at  their  June  1994  meeting.  The  Department  will  use 
these  recommendations  to  develop  proposed  rules  this  fall,  and 
final  rules  to  be  published  next  summer.  We  expect  the  program 
to  be  implemented  after  the  final  rules  are  published  and  reason- 
able time  periods  have  been  allowed  for  phase-in  adjustments,  if 
adjustments  are  necessary. 

WHOLESALE  MARKET  DEVELOPMENT 

Mr.  Durbin.  For  the  record,  can  you  provide  us  a  listing  and  sta- 
tus of  all  Wholesale  Market  Development  projects  underway  in  fis- 
cal years  1993  and  1994?  What  is  the  cost  of  each  project? 

[The  information  follows:] 

AMS  does  not  separately  account  for  individual  projects  conducted  under  the 
Wholesale  Market  Development  program,  unless  funds  have  been  appropriated  for 
specific  Wholesale  Market  Development  program  studies.  When  a  project  has  been 
identified  by  Congress,  the  funds  are  specifically  allocated  to  that  project. 

Projects  underway  in  fiscal  year  1993  and  fiscal  year  1994  and  their  current  sta- 
tus: 

PROJECT  AND  STATUS 

Chicago,  IL,  Produce  Study  (South  Water  Street  Market) — Completed. 

Chicago,  IL,  Other  Food  Facility  Requirement  Study — Underway. 

Chicago,  IL,  Intermodal  Receiving  Capacity  Study — Underway. 

Maine  (statewide) — Underway. 

Atlanta,  GA  (market  modernization) — Underway. 

Jackson,  MS,  Produce  Market  Study — Underway. 

Wholesale  Market  Directory — Underway. 
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Pre-Cut  Value-Added  Industry  Review — Completed. 
Computer  Simulation  of  Market  Operations — Underway. 
Benton  Harbor,  MI,  Facility  Design  Study — Underway. 
Thomasville,  GA,  Assembly  Market  Study — Underway. 
Vineland,  NJ,  Assembly  Market  Project — Underway. 
Asheville,  NC,  Urban  Market  Project — Underway. 
Columbus,  OH,  Urban  Market  Project — Underway. 
MO  Farmer's  Market  Study — Completed. 
Northern  KY  Farmer's  Market  Study — Underway. 
U.S.  Farmers'  Market  Directory — Completed. 
Toledo,  OH,  Urban  Market  Study — Completed. 

Mr.  Durbin.  Your  budget  justification  indicates  the  Chicago 
study  is  complete  pending  further  decisions  by  the  city.  Can  you 
describe  for  us  the  next  step  and  what  role  AMS  might  play  in  fur- 
ther development? 

Mr.  Hatamiya.  The  Chicago  project  continues  to  be  a  major  re- 
search effort.  Changing  land  use  patterns  have  placed  severe  pres- 
sure on  existing  marketing  facilities  in  the  South  Water,  Randolph, 
and  Fulton  Street  Markets  in  downtown  Chicago.  The  City  of  Chi- 
cago is  the  main  cooperator  with  AMS  on  this  project. 

The  first  phase  of  this  project,  involving  the  identification  of  fa- 
cilities needed  to  provide  modern  space  for  firms  on  the  South 
Water  Street  Market,  has  been  completed.  The  new  phases  involve 
identifying  new  facility  requirements  for  meat,  poultry,  fish,  frozen 
food,  other  food  products,  and  flower  wholesalers.  We  have  begun 
these  phases,  primarily  in  the  existing  Fulton  and  Randolph  Street 
markets,  in  response  to  the  ongoing  requirement  for  additional 
modern  wholesale  food  distribution  facilities  to  keep  the  region's 
wholesale  food  industry  efficient  and  competitive. 

We  have  also  initiated  a  parallel  study  in  Chicago  to  assess  the 
need  for  new  receiving  facilities  to  support  the  region's  food  and  ag- 
ricultural industry.  Changing  transportation  patterns  for  food  con- 
tainer shipments  have  increased  the  importance  to  the  food  indus- 
try of  intermodal  receiving  and  shipping  facilities.  Such  a  facility 
could  help  minimize  food  marketing  costs  by  holding  down  the  cost 
of  moving  products  from  producers  and  manufacturers  to  the  newly 
developed  wholesale  facilities.  AMS  staff  members  are  working 
closely  with  the  City  of  Chicago,  food  industry  representatives,  ag- 
ricultural producers,  and  others  to  collect  data  and  design  the  fa- 
cilities. 

Mr.  Durbin.  Do  you  have  any  proposals  to  do  additional  Whole- 
sale Market  Development  projects  in  fiscal  years  1994  and  1995? 
If  so,  in  which  areas? 

Mr.  Hatamiya.  Most  of  the  resources  available  in  the  program 
are  directed  toward  completing  ongoing  projects.  However,  several 
projects  have  been  given  high  priority  and  are  anticipated  to  begin 
in  fiscal  year  1994  and  fiscal  year  1995.  I  would  be  glad  to  provide 
details  on  those  projects  for  the  record. 

[The  information  follows:] 

Los  Angeles,  California  Floral  Market — The  condition  and  low  level  of  technology 
at  the  existing  independent  floral  marketing  facilities  in  the  Los  Angeles,  California 
region  may  be  adversely  affecting  both  the  competitiveness  and  efficiency  of  this  re- 
gionally important  agricultural  industry.  This  project  will  assess  future  marketing 
and  distribution  trends  in  the  region's  floral  industry  that  can  affect  the  decision 
to  revitalize  or  replace  the  existing  marketing  facilities.  If  needed,  the  study  would 
include  development  of  facility  plans,  and  estimated  costs  and  benefits  of  develop- 
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ment.  The  project  is  to  be  conducted  in  cooperation  with  the  California  Department 
of  Agriculture  and  the  regional  floral  industry. 

Mid-Hudson  Valley  of  New  York — Farmers  in  the  Mid-Hudson  Valley  of  New  York 
need  access  to  a  geographically  wider  market  base  to  maintain  the  economic  vitality 
of  the  area's  agricultural  industry.  AMS  has  received  requests  from  grower  rep- 
resentatives, local  government  officials,  other  interested  parties,  and  the  New  York 
State  Department  of  Agriculture  and  Markets  to  provide  assistance  in  identifying 
ways  to  meet  their  requirements.  This  study  will  evaluate  the  need  for  a  new,  spe- 
cialized marketing  facility  to  provide  assembly  and  initial  processing  services  for  the 
nearby  greater  New  York  City  metropolitan  market.  A  potential  site  for  the  new  fa- 
culty is  located  between  the  Valley's  agricultural  producing  area  and  the  greater 
New  York  City  area.  This  project  will  be  conducted  in  cooperation  with  local  govern- 
ments and  the  New  York  State  Department  of  Agriculture  and  Markets. 

Madison,  Wisconsin  Farmers'  Market  Study — Wisconsin  Department  of  Agri- 
culture has  requested  technical  and  planning  assistance  from  AMS  to  develop  a 
major  new  farmers'  market  to  serve  the  Madison,  Wisconsin  area.  The  market  is  to 
become  part  of  the  World  Dairy  Center  planned  for  the  city.  Currently,  several  hun- 
dred small  farmers  in  the  area  are  participating  in  an  "ad  hoc"  market  on  the  Cap- 
ital grounds.  Even  though  this  open  air  market  is  only  available  to  growers  one  day 
a  week  for  a  fairly  short  season,  several  hundred  more  growers  are  on  a  waiting 
list  to  sell  at  that  location.  These  small  to  medium  size  growers  need  access  to  a 
larger  and  more  permanent  facility  so  that  they  can  develop  a  more  effective  direct 
marketing  system.  AMS  will  conduct  the  study  in  cooperation  with  the  Wisconsin 
Department  of  Agriculture. 

Atlanta,  Georgia  Municipal  Market — AMS  has  been  asked  to  assist  in  developing 
plans  to  revitalize  the  Atlanta,  Georgia  Municipal  Market,  an  inner-city  public  mar- 
ket. This  important  urban  market  provides  a  unique  site  for  small,  minority-owned 
independent  food-related  retailers;  a  new  market  outlet  for  local  farmers;  and  a 
source  of  fresh  food  products  for  area  residents.  The  existing  market  is  nearing  the 
end  of  its  useful  life,  and  both  facility  and  operational  changes  may  be  needed  to 
help  the  center  continue  to  serve  its  customers  and  the  community. 

RESEARCH  AND  PROMOTION  PROGRAMS 

Mr.  Durbin.  The  1990  Food,  Agriculture,  Conservation  and 
Trade  Act — FACTA — provided  for  several  new  research  and  pro- 
motion programs.  For  the  record,  will  you  please  provide  us  a  list- 
ing of  all  the  newly  authorized  promotion  programs  and  the  status 
of  each,  including  what  funds  are  on  hand  and  activities  taken  dur- 
ing fiscal  year  1993? 

[The  information  follows:] 

The  research  and  promotion  programs  authorized  by  the  1990  FACTA  are:  Fluid 
Milk  Research  and  Promotion,  Lime  Research  and  Promotion,  Mushroom  Research 
and  Promotion,  Pecan  Research  and  Promotion,  and  Soybean  Research  and  Pro- 
motion, the  Fluid  Milk  Research  and  Promotion  program  became  effective  on  De- 
cember 10,  1993,  after  approval  by  fluid  milk  processors  in  an  October  1993  referen- 
dum. Assessment  collection  began  on  February  1,  1994.  A  20-cent  per  hundred- 
weight assessment  on  fluid  milk  product  sales  during  the  February  through  July 
1994  period  will  generate  approximately  $55  million.  A  second  referendum  is  re- 
quired for  the  program  to  continue  beyond  30  months,  since  the  law  provides  for 
the  termination  of  the  program  on  December  31,  1996.  A  20-member  processor  pro- 
motion board,  to  be  appointed  by  the  Secretary,  will  administer  the  program.  Fluid 
milk  processors  have  nominated  candidates  to  the  board,  and  the  Secretary  will  be 
making  the  selections  soon.  AMS  will  provide  program  oversight  and  is  establishing 
programs  to  insure  the  proper  collection,  accounting,  and  auditing  of  funds,  and  to 
insure  that  the  expenditure  of  funds  is  consistent  with  the  Act  and  Order. 

The  Lime  Research,  Promotion,  and  Consumer  Information  Order  became  effec- 
tive on  January  27,  1992.  However,  at  the  Lime  Board's  initial  meeting  in  August 
1992,  it  was  determined  that  the  scientific  name  for  limes  contained  in  the  lime 
statute  and  order  described  small,  seeded  Key  limes  rather  than  the  larger  seedless 
Persian  limes  for  which  the  program  was  developed.  Therefore,  the  lime  program 
was  put  on  hold  until  a  technical  correction  could  be  made  by  Congress.  The  statute 
was  amended  in  November  1993  to  make  the  technical  correction,  to  increase  the 
exemption  level,  to  make  producer  and  importer  representation  on  the  board  more 
consistent  with  the  level  of  producer  and  importer  assessments  to  be  collected  by 
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the  board,  and  to  extend  the  deadline  for  the  initial  referendum.  The  Department 
is  amending  the  order  so  that  it  can  become  fully  operational  in  fiscal  year  1995. 

The  Mushroom  Research,  Promotion,  and  Consumer  Information  Order  became  ef- 
fective on  January  8,  1993,  after  approval  in  a  referendum  held  in  September  1992 
among  producers  and  importers  of  500,000  pounds  or  more  mushrooms  annually  for 
fresh  use.  The  Mushroom  Council  held  its  first  meeting  on  June  23,  1993,  in  Wash- 
ington, D.C.,  and  assessment  collections  began  in  August  1993.  The  Council's  initial 
budget  is  for  a  17-month  period  from  August  1,  1993,  through  December  31,  1994. 
Thus  far,  assessments  of  $596,000  on  domestic  and  imported  mushrooms  have  been 
collected.  The  Council  did  not  have  funds  to  conduct  any  promotional  activities  in 
fiscal  year  1993,  but  in  fiscal  year  1994,  it  has  expended  $168,000  on  such  activities, 
including  a  Valentine's  Day  media  promotion.  In  addition,  the  Council  has  begun 
developing  strategic  plans. 

The  Pecan  Promotion  and  Research  Plan  became  effective  on  May  1,  1992.  The 
Pecan  Marketing  Board  held  its  first  meeting  in  late  August  1992,  and  assessment 
collections  began  in  September  1992.  In  fiscal  year  1993,  the  board  conducted  sur- 
veys of  growers  and  consumers,  and  promotional  projects  including  a  joint  pro- 
motion with  the  International  Ice  Cream  Association,  "Cooking  USA"  television 
spots  in  strategic  markets,  advertising  featuring  pecan  pie  in  cooperation  with  the 
Steak  and  Ale  restaurant  chain,  cooperative  advertising  with  Clabber  Girl  Baking 
Powder,  participation  in  the  1994  Bakery-Deli  convention,  and  converted  pecan 
home-use  recipes  to  commercial-use  recipes  for  distribution  to  institutional  users. 
The  Board  collected  approximately  $924,000  in  assessments  during  its  first  year  of 
operation.  However,  in  an  October  1993  continuance  referendum,  growers,  grower- 
snellers,  and  importers  voted  to  discontinue  the  Plan.  AMS  is  working  with  trustees 
to  terminate  the  program. 

The  Soybean  Research  and  Promotion  program  became  effective  upon  publication 
of  the  Soybean  Promotion  and  Research  Order  on  July  9,  1991.  The  Board  began 
collecting  assessments  on  September  1,  1991.  The  mandatory  assessment  of  half  of 
one  percent  of  the  net  market  price  of  soybeans  paid  by  producers  marketing  soy- 
beans generated  $50  million  for  fiscal  year  1993.  The  assessments  collected  are  used 
to  fund  promotional  and  informational  campaigns  and  to  conduct  research  with  the 
objective  of  expanding  and  improving  the  use  of  soybeans  and  soybean  products.  As 
required  by  the  Soybean  Act,  USDA  conducted  a  referendum  among  soybean  produc- 
ers on  February  9,  1994.  Appproximately  54  percent  of  the  soybean  producers  voting 
favored  the  continuation  of  the  program. 

Mr.  Durbin.  Recently  the  Committee  has  heard  from  some  of  the 
commodity  groups  that  represent  the  smaller  promotion  boards. 
They  all  seem  to  have  the  same  complaint  which  is  that  AMS  ad- 
ministrative costs  are  too  high.  When  we  look  at  your  budget  notes 
we  see  a  projected  cost  of  about  $100,000  for  each  of  the  smaller 
boards.  Can  you  explain  how  even  the  smallest  board  would  gen- 
erate these  kinds  of  costs? 

Mr.  Hatamiya.  For  all  research  and  promotion  boards,  regardless 
of  size,  the  Department  has  the  same  responsibilities  and  costs. 
AMS  charges  the  promotion  boards  for  the  costs  incurred  in  per- 
forming our  supervisory  responsibilities.  The  Department's  Office 
of  the  General  Counsel  was  authorized  to  begin  charging  fees  to 
the  Boards  for  its  legal  services  in  fiscal  year  1993.  Some  programs 
also  reimburse  the  U.S.  Customs  Service  for  collecting  assessments 
on  imports. 

AMS  employees  are  responsible  for  reviewing  each  board's  budg- 
ets and  marketing  plans.  This  activity  can  be  as  time  consuming 
for  smaller  programs  as  for  large  ones.  For  example,  it  is  as  time 
consuming  to  review  one  board's  numerous  small  projects  as  it  is 
to  review  another's  single  multi-million-dollar  television  advertise- 
ment. In  addition,  the  Department  processes  board  member  nomi- 
nations, handles  cases  of  non-compliance,  and  monitors  all  board 
activities  including  meetings  to  ensure  the  activities  comply  with 
the  authorizing  statute  and  the  order  or  plan.  In  the  course  of  col- 
lecting assessments,  the  boards  collect  data  from  those  active  in 
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the  industry.  Collection  of  industry  data  requires  OMB  approval  of 
the  method  and  type  of  information  collected.  AMS  employees  are 
responsible  for  preparing  briefing  materials  on  each  program;  re- 
sponding to  correspondence,  including  requests  under  the  Freedom 
of  Information  Act;  and  conducting  any  necessary  rulemaking  and 
referenda. 

A  few  board  members  have  been  concerned  that  Departmental 
costs  have  risen  in  the  last  couple  of  years.  One  increase  was 
caused  by  the  implementation  of  user  fees  for  the  Office  of  the  Gen- 
eral Counsel.  The  other  "increases"  occurred  when  AMS  reassessed 
costs  to  include  rent,  telephone,  copying  and  facsimile  machines, 
and  similar  expenses  in  addition  to  salaries,  travel,  and  printing 
costs.  The  recovery  of  all  administrative  costs  is  required  by  stat- 
ute. 

Otherwise,  AMS  costs  have  remained  fairly  constant.  With  a  sin- 
gle exception,  reimbursements  to  AMS,  excluding  any  implementa- 
tion costs,  represent  less  than  3  percent  of  the  smaller  boards' 
budgets. 

Mr.  Durbin.  For  the  record,  please  provide  us  the  promotion 
boards  costs  related  to  USDA  General  Counsel. 

Mr.  Hatamiya.  I  would  be  glad  to  provide  a  listing  of  those  costs 
for  the  record. 

[The  information  follows:] 

Payments  by  research  and  promotion  boards  for  OGC  services — fiscal  year  1994 

Estimate 

National  Dairy  Board  $14,020 

Egg  Board 1,786 

Honey  Board  213 

National  Cattlemen's  Board  8,273 

National  Pork  Board  3,772 

Cotton  Board  881 

Potato  Board  559 

Watermelon  Board 2,244 

Soybean  Board  „ 4,412 

Mushroom  Board  1,985 

Pecan  Board 1  1,655 

Lime  Board 246 

Fluid  Milk  Promotion  Board 9,680 

Total  49,726 

1  The  Pecan  Research  and  Promotion  program  was  terminated  in  March  1994. 

FEDERAL  SEED  ACT 

Mr.  Durbin.  For  the  record,  please  provide  a  five-year  table 
which  shows  the  number  of  new  complaints  and  the  amount  of  pen- 
alties assessed  under  the  Federal  Seed  Act. 

[The  information  follows:] 


1989 

1990 

1991 

1992 

1993 

Complaints 

Penalties  

1,049 

$26,325 

697 
$28,325 

724 
$76,075 

411 

$17,950 

611 

$43,250 

MODES  OF  TRANSPORTATION 


Mr.  Durbin.  Please  provide  a  table  showing  the  various  modes 
of  transportation  used  to  move  agricultural  products  and  the  vol- 
umes moved  by  each  during  the  past  five  years. 


721 


[The  information  follows:] 


U.S.  agricultural  product  move  by  a  variety  of  transportation  modes.  The  commod- 
ity's value,  perishability,  location  of  production,  and  length  of  haul  influence  the 
mode  of  transportation  used  by  shippers.  The  accompanying  tables  present  data  on 
the  predominant  transport  modes  used  in  the  marketing  of  fresh  fruits  and  vegeta- 
bles and  grain. 

TABLE  1.— MODAL  SHARES  OF  FRESH  FRUIT  AND  VEGETABLE  TRANSPORTATION,  1989-93 

Rail  TOFC '  Truck 

Year  — 

Tons  Percent  Tons  Percent  Tons  Percent 

1989 1,547,750  5.5  1,317,300  4.7  25,356,450  89.9 

1990 1,375,200  4.0  1,106,750  4.0  24,990,950  90.4 

1991  1,255,333  4.6  909,600  3.4  25,091,185  92.0 

1992 1,540,550  5.3  950,850  3.3  26,391,050  91.4 

1993 1,338,000  4.6  857,000  2.9  26,903,000  92.5 

1  Trailer  on  flat  car. 

Table  2  shows  the  latest  data  available  on  the  participation  of  various  modes  of 
transportation  in  the  movement  of  bulk  grain  in  the  United  States.  These  data  are 
the  result  of  a  one-time  study  on  grain  transportation  completed  in  1990. 

TABLE  2.— MODAL  SHARES  FOR  ALL  U.S.  GRAINS,  1985-1990 

Rail  Barge  Truck 

Year  

Tons  Percent  Tons  Percent  Tons  Percent 

1985 116,443,000  42.0  57,806,000  20.9  102,732,000  37.1 

1986 125,249,000  45.3  51,835,000  18.8  99,172,000  35.9 

1987  150,405,000  45.9  62,447,000  19.1  114,642,000  35.0 

1988 157,532,000  45.5  52,753,000  18.1  125,880,000  35.4 

1989 143,622,000  45.4  67,313,000  21.3  105,365,000  33.3 

1990 146,990,000  45.0  68,566,000  21.0  111,347,000  34.1 

Source:  USDA,  AMS 

RAILCAR  AVAILABILITY 

Mr.  Durbin.  It  seems  to  be  an  annual  problem  and  again,  re- 
cently, there  have  been  articles  in  the  media  related  to  the  avail- 
ability of  rail  cars  for  grain  shipment.  Can  you  describe  for  us  ex- 
actly what  the  situation  is  related  to  availability  of  rail  cars  for 
grain  shipments? 

Mr.  Hatamiya.  The  adequacy  of  the  Nation's  covered  hopper 
grain  car  fleet  continues  to  be  a  concern  to  the  Department  and 
grain  shippers  throughout  the  country.  Since  1988,  additions  to  the 
covered  hopper  fleet  have  been  insufficient  to  compensate  for  nor- 
mal fleet  retirements  and  losses.  Harvest  typically  strains  rail  car 
supply  in  the  U.S.;  many  regions  have  car  shortages  at  that  time. 

The  USDA  has  consistently  alerted  other  government  officials 
and  the  industry  to  the  potential  for  persistent  and  recurring  rail- 
car  shortages.  In  1989,  the  USDA  projected  that  shortages  of  rail- 
cars  would  persist  and  grow  worse  through  the  decade  of  the  1990s 
if  substantial  additions  were  not  made  to  the  Nation's  grain  car 
fleet.  Although  some  new  grain  cars  have  been  added  by  rail  car- 
riers since  then,  these  additions  have  been  fewer  than  the  normal 
attrition  rate.  Therefore,  the  likelihood  of  more  severe  car  short- 
ages for  grain  shippers  is  increasing. 

The  Interstate  Commerce  Commission  recently  initiated  proceed- 
ings to  investigate  causes  and  solutions  to  the  periodic  shortages 


722 

of  railcars  for  grain.  After  the  conclusion  of  these  proceedings, 
which  is  docketed  as  Ex  Parte  519,  the  ICC  will  consider  establish- 
ing a  grain  car  council  to  address  this  issue  on  a  permanent  basis. 

RESEARCH  ACTIVITIES 

Mr.  Durbin.  For  the  record,  please  provide  us  a  list  of  all  re- 
search activities,  including  the  subject,  who  is  doing  the  research, 
and  the  cost  for  each  contract  for  any  research  other  than  what  oc- 
curs through  the  Federal-State  Marketing  Improvement  Program. 

Mr.  Hatamiya.  I'll  be  glad  to  supply  that  for  the  record. 

[The  information  follows:] 

Maritime  Policy  and  Agricultural  Interests:  Impacts  of  the  Conference  System. — 
This  research,  which  looks  at  meat  and  tobacco  exports,  follows  up  a  previous  study 
of  transportation  costs  attributable  to  the  ability  of  ocean  liner  carriers  to  set  freight 
rates  under  antitrust  immunity.  The  previous  study  examined  exports  of  forest 
products,  fruits,  vegetables,  cotton,  hides,  skins,  seeds,  and  tree  nuts.  The  work  is 
conducted  by  Allen  R.  Ferguson  Economics,  Inc.  The  contract  cost  is  $25,000. 

ISTEA  Analysis. — AMS  plans  to  initiate  a  project  to  analyze  the  impact  of  the 
Intermodal  Surface  Transportation  Efficiency  Act  of  1991  on  the  allocation  of  trans- 
portation funding  at  the  state  level  and  the  resulting  condition  of  the  rural  road  sys- 
tem. A  database  of  state  transportation  expenditures  will  be  constructed  and  ana- 
lyzed by  comparison  with  pre- 1991  methods  of  allocating  funds  between  rural  and 
urban  areas.  The  cooperator  for  the  agreement  has  not  been  selected.  The  amount 
will  be  $30,000  to  $45,000. 

Local  Road  System  Study. — AMS  has  a  cooperative  agreement  for  $20,000  with 
Western  Illinois  University,  working  in  cooperation  with  the  National  Association  of 
Counties  and  the  National  Association  of  Towns  and  Townships,  to  gather  informa- 
tion from  local  government  officials  on  the  local  road  system.  The  information  will 
be  summarized  in  a  report  and  supplied  to  national,  State,  and  local  governments, 
who  lack  useful  data  on  the  local  road  system.  AMS  is  also  exploiting  the  possibility 
of  developing  a  local  transportation  data  set  for  use  by  local  government  officials  in 
conjunction  with  the  National  Association  of  Counties. 

Research  to  Extend  the  Shelf  Life  of  Fresh  Fruits  and  Vegetables. — AMS  has  con- 
ducted tests  of  various  methods  to  extend  product  shelf  life,  including  a  product 
coating  called  NaturSeal,  controlled  atmosphere,  ethylene  scrubber  packets,  and  a 
calcium  substance  that  absorbs  ethylene.  The  results  of  these  tests  have  been 
mixed.  Some  technology  will  work  for  some  of  the  products,  but  none  of  the  tech- 
nology is  suitable  for  all  fruits  and  vegetables.  The  use  of  the  right  technology  for 
the  product  will  allow  surface  shipment  of  fresh  fruits  and  vegetables  to  distant 
markets.  AMS  is  conducting  these  tests  without  an  outside  contract. 

Development  and  Evaluation  of  a  Farm-Built,  Portable  Cooler. — AMS  is  develop- 
ing an  affordable  portable  cooling  unit  that  can  be  built  by  the  small-scale  producer. 
The  cooler  will  be  used  to  reduce  field  heat  to  extend  shelf-life  of  the  fresh  produce. 
So  far,  two  prototype  coolers  have  been  built  and  tested,  both  in  the  laboratory  and 
on  commercial  farms.  The  results  have  been  good — product  quality  was  better,  and 
losses  were  reduced.  The  portable  cooler  was  exhibited  at  a  direct  marketing  con- 
ference at  Virginia  Beach.  The  plans,  specifications,  and  directions  were  published 
in  the  American  Society  of  Agricultural  Engineers  Journal,  the  Packer,  and  in  a 
USDA  Tip  Sheet.  AMS  is  developing  the  cooler  without  outside  contracts. 

Purchase  Considerations  for  Tomato  Box  Forming  Machines. — AMS  has  published 
a  Distribution  Bulletin  on  the  factors  to  be  considered  when  purchasing  tomato  box 
forming  machines.  Certain  tomato  packers  can  save  tens  of  thousands  of  dollars  an- 
nually by  purchasing  a  particular  type  of  machine.  Availability  of  this  bulletin  has 
been  noted  in  several  trade  publications,  and  copies  are  being  mailed  to  those  re- 
questing them.  This  project  was  completed  without  outside  contracts. 

Evaluation  of  Produce  Inventory  and  Losses  by  Using  Scanner  Data. — AMS  is 
working  with  the  Department  of  Food  and  Resource  Economics  at  the  University  of 
Delaware  on  research  intended  to  help  small  to  medium-sized  food  retailers  to  use 
scanner  data  for  management  decisions.  Scanner  data  from  two  cooperating  super- 
markets is  being  collected  and  analyzed,  and  a  software  program  is  being  written 
which  will  soon  be  available  to  interested  firms.  The  cooperative  agreement  with  the 
University  of  Delaware  is  for  $10,000. 

Investigating  Alternatives  to  the  Existing  Produce  Pallet  System. — AMS  is  working 
with  produce  firms,  trade  associations,  and  commodity  groups  to  reduce  the  use  of 
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non-standard  pallets  and  instead,  to  use  standard-sized  reusable  pallets.  Alternative 
systems  are  also  being  studied,  including  pallet  rental  and  recycling.  The  advan- 
tages of  such  a  change  include  a  significant  reduction  in  trash  disposal  costs,  re- 
duced handling  costs,  and  improved  product  quality.  This  work  has  the  cooperation 
of  an  industry  working  group,  but  is  being  conducted  without  contract  expense. 

Over  the  Road  Vibration  Monitoring. — In  cooperation  with  ARS  and  the  Univer- 
sity of  California  at  Davis,  AMS  continues  to  research  methods  of  reducing  highway- 
induced  vibration  damage  to  fresh  produce.  Laboratory  simulation  tests  have  deter- 
mined which  vibration  frequencies  are  the  most  damaging.  Transcontinental  ship- 
ments are  being  monitored  to  find  the  points  in  highway  trailers  where  these  fre- 
quencies occur.  The  resulting  information  can  be  used  to  redesign  trailer  suspen- 
sion, loading  patterns,  or  product  packaging  to  dampen  the  targeted  frequencies. 
AMS  is  performing  this  study  without  outside  contracts. 

Distribution  Research  for  Live  Fish. — AMS  is  researching  the  environmental  fac- 
tors affecting  the  transport  of  live  fish.  The  research  will  (1)  provide  technical  as- 
sistance to  fish  haulers  and  rural  fish  farmers  on  the  environmental  factors  that 
contribute  to  losses  in  transporting  live  fish;  (2)  increase  industry  compliance  with 
Federal  requirements  regarding  quality  assurance;  (3)  provide  information  for  a 
workbook  on  live  fish  hauling;  (4)  improve  the  arrival  condition  of  live  fish;  and  (5) 
compile  a  list  of  live  fish  haulers  and  farmers.  The  work  is  being  done  by  AMS  with- 
out an  outside  contract. 

Wholesale  Market  Development  Services  in  Poland. — AMS  sent  two  test  shipments 
of  fresh  fruits  and  vegetables  to  Poland  during  fiscal  year  1993,  and  additional  ship- 
ments are  planned  for  fiscal  year  1994.  The  first  shipment  arrived  in  excellent  con- 
dition and  was  exhibited  to  prospective  importers.  The  second  shipment  took  four 
weeks  to  get  to  Poland.  The  produce  arrived  with  only  a  1% — 3%  damage,  except 
for  several  boxes  of  experimentally  packaged  tomatoes.  Several  orders  for  product 
have  been  received  thus  far,  and  other  orders  are  expected.  This  work  included  a 
consulting  contract  for  $9,990,  plus  expenses  for  travel.  The  project  was  funded 
under  the  Emerging  Democracies  program. 

PAYMENTS  TO  STATES  AND  POSSESSIONS  PROJECTS 

Mr.  Durbin.  Please  provide  for  the  record  a  list  of  the  projects 
that  were  approved  for  your  Payments  to  States  and  Possessions 
program  during  fiscal  year  1993  and  those  approved  for  fiscal  year 
1994.  Also  provide  a  brief  description  of  each  project. 

[The  information  follows:] 


724 


FEDERAL-STATE  MARKETING  IMPROVEMENT  GRANTS 
FISCAL  YEAR  1993 


STATE 


PROJECT 


AMOUNT 


Alabama  Establish,  operate,  and  evaluate  a  pilot  program  in  $40,000 

consumer  education  by  determining  what  changes 
are  necessary  in  the  diets  of  public  housing  families 
and  planning  special  activities  designed  to  teach  better 
nutritional  habits. 

Alabama  Educate  targeted  small-scale  farmers  and  low  income  42,566 

families  using  various  educational  materials  to  assist 
them  to  market  produce. 

Arizona  Continue  to  explore  potential  markets  for  dried  and  50,000 

fresh  herbs,  spices,  specialty  grains  and  oilseed  crops 
in  Arizona  and  the  Southwest. 

Arkansas  Evaluate  the  economic  feasibility  and  profitability  37,165 

of  high  value  products  for  potential  producers. 

Arkansas  Develop  new  value-added  products  and  marketing  57,407 

programs  for  concord  grapes,  seedless  table  grapes, 
and  other  small  fruits. 

California  Conduct  seminars  for  specialty  producers  to  improve  40,000 

marketing  skills,  and  develop  a  lamb  marketing  program. 

Colorado  Collect  data  to  help  establish  a  USDA  grading  and  34,700 

classification  system  for  feeder  lambs. 
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STATE 


PROJECT 


AMOUNT 


Connecticut  Organize  the  shellfish  industry  and  establish  an  25,000 

advisory  council  to  develop  strategic  marketing  plans. 

Connecticut  Develop  a  logo  implementation  strategy  and  information  55,000 

programs  for  producers  and  buyers  throughout 
New  England. 

Delaware  Continue  to  analyze  the  mid-Atlantic  market  for  crawfish.  14,000 

Florida  Improve  the  dedicated  Voice  Market  Information  50,000 

System  for  AMS  field  office  testing. 

Florida  Determine  ways  to  increase  sales  of  tropical  fruits,  32,000 

and  determine  what  educational  and  promotional  material 
is  needed  for  the  trade  and  the  consumer. 

Georgia  Set  up  regular  distribution  channels  and  50,000 

procedures  for  direct  marketing  by  minority  farmers. 

Idaho  Develop  certification  standards  and  a  seal  for  46,000 

marketing  premium  barley. 

Indiana  Develop  a  demographic  profile  of  consumer  demand  39,903 

necessary  to  implement  successful  public  market  programs. 

Maine  Conduct  training  and  educational  sessions  for  beef  9,000 

producers  on  the  technicalities  and  use  of  the  video 
auction  sales  model. 

Massachusetts       Improve  the  use  and  operations  of  the  packaging  25,500 

and  canning  facility  in  a  marketing  cooperative. 

Minnesota  Develop  an  inspector  training  curriculum  and  resource  44,475 

materials  to  bring  consistency  to  the  organic  inspection 

process. 
Mississippi  Improve  the  quality  of  fruit  and  vegetable  packing  35,000 

for  minority  farmers  and  implement  an  inspection  and 

grading  program. 

Nebraska  Increase  consumer  awareness  of  the  quality  of  alfalfa  13,600 

and  develop  a  long-term  marketing  plan. 
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STATE 


PROJECT 


AMOUNT 


Nebraska  Assist  the  fruit  and  vegetable  industry  to  define  market  16,015 

strategies. 

New  Mexico         Develop  two  directories  that  focus  on  potential  buyers  16,000 

and  identify  natural  and  organic  food  producers  in  the 
state. 

New  York  Survey  aquaculture  producers  to  identify  products,  11,673 

quantity  produced,  and  marketing  problems  and  needs. 

Oklahoma  Develop  innovative  marketing  methods  and  new  50,000 

marketing  channels  for  small  food  processors. 

South  Dakota        Develop  an  ethanol  curriculum  program  to  improve  40,000 

the  air  quality  and  create  jobs. 

Texas  Evaluate  the  competitive  potential  for  expanding  fluid  45,000 

milk  exports  to  Mexico. 

Texas  Develop  a  framework  for  evaluating  the  materials  65,000 

used  in  the  production  of  organic  foods. 

Texas  Conduct  market  and  informational  surveys  with  rice  35,000 

and  cotton  producers  for  Integrated  Pest  Management. 

Utah  Create  a  brand  name  and  quality  standards  for  80,000 

Certified  Utah  Medallion  Alfalfa. 

Virgin  Islands       Explore  the  feasibility  of  an  alternative  marketing  60,000 

program  for  hydroponically  produced  lettuce  and  fish. 

Virginia  Create  a  centralized  agricultural  information  30,470 

distribution  system  with  a  communications  gateway. 

Virginia  Identify  market  demands  and  develop  markets  42.568 

for  small  farmers. 

TOTAL  $1,233,042 
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FEDERAL-STATE  MARKETING  IMPROVEMENT  GRANTS 
FISCAL  YEAR  1994 


STATE 


PROJECT 


AMOUNT 


Colorado  Create  a  scientific  data  base  to  develop  new  grade  $1 14,630 

standards  for  live  cows  and  beef  carcasses. 

Maryland  Develop  a  training  program  for  flower  growers  to  61,797 

establish  consistent  packing  and  grading  and  to 
combine  shipments. 

Massachusetts       Develop  a  resource  manual  to  assist  producers  with  40,680 

business  planning,  marketing,  trademark  and  registration 
procedures,  and  involvement  in  trade  shows. 

Missouri  Develop  a  centralized  data  bank  for  farms  using  30,020 

electronic  identification  devices. 

Nebraska  Develop  an  aquaculture  board  and  an  aquaculture  16,140 

plan  to  conduct  research  and  assist  the  industry. 

New  Mexico         Evaluate  native  American  production  and  processing  75,000 

capabilities  for  choke  cherries  and  wild  plums. 

New  Mexico         Determine  potential  demand  for  herbs  and  herbal  43,593 

products,  and  identify  the  current  purchases  of 
respondents. 

New  York  Conduct  a  market  study  of  demand  in  New  York  28,942 

for  goat  meat,  and  develop  an  ethnic  calendar  to 
target  production. 

Oregon  Work  with  local  market  researchers  in  Latin  60,000 

America  and  Southeast  Asia  to  identify  current 
and  potential  users  of  hazelnuts. 

South  Carolina      Determine  interest  among  wholesalers,  retailers  40,000 

and  restaurants  in  marketing  hybrid  bass. 

Texas  Create  a  prototype  computer  system  to  assist  40,000 

regulators  in  selecting  materials  for  organic  production. 
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STATE 


PROJECT 


AMOUNT 


Virginia  Describe  the  relationship  between  access  to  market 

and  price  information,  and  the  effectiveness  of 
open-market  pricing. 


47,190 


Virginia 


Determine  the  correlations  between  visual  appraisal, 
empirical  body  measurements  and  carcass 
characteristics  of  slaughter  goats. 


31.700 


TOTAL 


$629,692 
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PAYMENTS  TO  STATES  BY  GEOGRAPHIC  AREA 

Mr.  Durbin.  Please  provide  an  updated  five-year  table  that  ap- 
pears on  page  85  of  last  year's  hearing  record. 
[The  information  follows:] 

PAYMENTS  TO  STATES  AND  POSSESSIONS  OBLIGATIONS  BY  GEOGRAPHIC  AREA 

State 

Alabama  

Arizona  

Arkansas  

California  

Colorado 

Connecticut 

Delaware  

District  of  Columbia  

Florida  

Georgia 

Guam 

Idaho 

Indiana 

Iowa 

Kansas  

Kentucky  

Louisiana 

Maine  

Maryland  

Massachusetts  

Michigan  

Minnesota  

Mississippi  

Missouri 

Nebraska  

New  Jersey 

New  Mexico  

New  York  

North  Carolina 

North  Dakota  

Oklahoma  

Oregon 

Pennsylvania  

Rhode  Island 

South  Carolina  

South  Dakota  

Tennessee  

Texas  

Utah  

Vermont 

Virgin  Islands 

Virginia  

Washington  

West  Virginia 

Wisconsin  

Wyoming 


Total 


Fiscal  year— 

1989 

1990 

1991 

1992 

1993 

$30,000 

$65,000 

$82,566 

$40,000 
40,000 

50,000 

47,445 

129,400 
75,000 
33,000 
45,000 

$45,000 
129.199 
36.000 
75,000 
14,000 
15.625 
74,000 

94,572 
40,000 

100,000 

34,700 

60,000 
39,969 

80,000 

14,000 

50,000 

75,000 

45.000 
50,000 

82.000 
50,000 

23,425 

60.000 

36,000 
26,000 
31.687 

46,000 

39,903 

30,000 

25,000 

50,000 

26,744 

20,000 

37.875 

96,000 

9,000 

86,934 

30,000 
72,143 
53,500 

58,178 

87,595 

70,225 
45,000 

25,500 

60,000 

30,600 
65,000 
75,000 
40,000 
29,000 

44,475 

85,000 

35,000 

45,000 

47,250 

56,000 

40,356 
66,500 
16,266 

29,615 

23,850 

16,000 

42,119 
10,000 
59,975 

11,673 

11,000 

30,543 
111,720 

51,818 
120,000 

26,000 

63,444 

65,000 
16,000 

50,000 

40,000 
80,000 

36,000 
41,500 

7,500 

40,000 

30,000 
84,974 

47,320 

165,000 

120,824 

145,000 
80,000 

15,000 

60.383 
65,089 
80,000 

60,000 

39,546 

31,429 

9,918 
55.000 

73,038 

17,240 

14,000 

53.122 

16,754 

942.000 

1,236,000 

1.249,984 

1,250,000 

1,233,042 

EMERGENCY  SURPLUS  REMOVAL 


Mr.  Durbin.  Please  provide  the  amounts  expended  for  emergency 
surplus  removal  and  disaster  relief  for  each  of  the  past  ten  years. 
[The  information  follows:] 
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Emergency  surplus  removal 

Fiscal  year:  Thousands 

1984  $99,191 

58,111 

44,122 

12,054 

98,325 

7,359 

26,474 

54,284 

102,928 

63,399 


1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 


Disaster  relief 


1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 


3,253 


1,743 

5,642 

11,175 

4,636 


EXPORT  PURCHASES 


Mr.  Durbin.  Please  provide  a  ten-year  table  showing  all  Section 
32  purchases  that  we  use  for  export  and  describe  for  us  which  com- 
modities and  countries  received  these  export  commodities. 

Mr.  Hatamiya.  We  will  provide  for  the  record  a  table  that  shows 
bonuses  paid  to  exporters  for  sales  of  U.S.  sunflowerseed  and  cot- 
tonseed oil  beginning  in  fiscal  year  1989.  It  is  important  to  note 
that  in  fiscal  year  1989  through  1991,  Section  32  funds  were  used 
to  purchase  sunflowerseed  and  cottonseed  oil  which  was  then  made 
available  to  exporters  as  in-kind  bonuses. 

In  fiscal  year  1992,  the  program  was  modified  and  now  Section 
32  funds  are  used  to  pay  cash  bonuses  directly  to  the  exporters. 

[The  information  follows:] 

Export  purchases 

[In  thousands  of  dollars] 


Fiscal  year: 

1984  

Amount 

1985  

1986  

1987  - 

1988-1989  

$8,149 

1989-1990  

3,788 

1990-1991  

15,366 

1991  

1992  

23,971 

1993  Estimate  .... 

32,100 

Fiscal  year 

Commodities 

Countries  received 

1988-89  Sunflowerseed  Oil 

1989-90  Sunflowerseed  Oil 

1990-91  Sunflowerseed  Oil 

Cottonseed  Oil  

1992 Sunflowerseed  Oil 

Cottonseed  Oil  


Egypt 
Algeria 

Algeria,  Egypt 
Egypt,  Turkey,  Venezuela 
Algeria,  Egypt,  Mexico,  Former  Soviet  Union 
Dominican  Republic,  Egypt,  El  Salvador,  Turkey,  Ven- 
ezuela 
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Fiscal  year 


Commodities 


Countries  received 


1993 Sunflowerseed  Oil 

Cottonseed  Oil 


Algeria,  Guatemala,  Mexico,  Venezuela 
El  Salvador,  Guatemala,  Mexico,  Nicaragua,  Turkey,  Ven- 
ezuela 


SECTION  32  COMMODITY  PURCHASES 

Mr.  Dtjrbin.  Please  provide  for  the  record  an  update  of  the  table 
that  appears  on  page  90  of  last  year's  hearing  for  fiscal  years  1992, 
1993,  and  any  purchasers  so  far  in  FY  1994. 

[The  information  follows:] 
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Section  32  Commodity  Purchases 
(In  thousands) 


Item 

Almonds,  Slivered  .  . 
Apple  Slices,  Canned 
Apples,  Fresh    .  . 
Applesauce   .... 
Apricots,  Canned 
Asparagus,  Canned 
Asparagus,  Frozen 
Beans,  Canned  .  . 
Beans,  Dry    .... 
Beans,  Green,  Frozen 
Beans,  Green,  Frozen 
Beans,  Refried,  Canned 
Beans,  Vegetarian,  Canned 

Beef,  Canned 

Beef,  Frozen  Ground   .  . 

Beef  Patties 

Blackberries,  Frozen  .  . 
Blueberries,  Frozen  .  .  . 
Caneberry,  Puree    .... 

Carrots,  Fresh 

Catfish,  Filet  Strips  .  .  . 

Catfish,  Whole 

Cheese 

Cherries,  Frozen 

Chicken,  Chilled 

Chicken,  Cooked    .... 

Chicken,  Diced     

Chicken,  Frozen,  Cut-Up 
Chicken,  Nuggets    .... 

Chicken,  Patties 

Corn,  Canned     

Corn,  Fresh 

Corn,  Frozen 


1992  Actual 
Pounds  Obligations 


1993  Actual         1994  thru  3/25/94 
Pounds  Obligations  Pounds  Obligations 


1,553 
11,799 

5,677 
22,069 

7,927 

1,428 
277 

32,244 

24,317 

3,858 

6,999 

16,806 

102,600 
32,069 


252 
2,700 


11,413 

2,106 

10,280 

60,224 

777 

31,963 

2,927 


$3,199 
4,914 
1,916 
6,453 
4,019 
1,101 
365 

6,513 
6,218 
1,251 
2,146 
3,351 

131,168 
40,233 


2,515       2,016 
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4,860 


5,711 

2,406 

22,916 

30,601 

1,199 

9,160 

1,078 


11,839      $4,813 

5,513        1,383 

22,449       6,404 


16,205 
1,318 

27,836 

1,442 

4,710 

7,041 

504 

106,686 

36,764 
1,283 
4,154 


3,385 

45,329 

12,924 

7,644 

4,555 

18,250 

490 

33 

25,983 

2,454 


3,922 

422 
7,877 

522 
1,468 
1,424 

749 

135,324 

46,782 

979 
3,463 


4,413 

20,157 

6,969 

8,315 

10,424 

11,325 

773 

51 

9,152 

891 


14,829     $5,758 

8,551        1,996 

24,723        6,592 


16,973       4,105 
1,120  351 


3,371  1,028 

12,041  2,261 

63,726  81,143 

22,037  27,177 

15,848  9,756 

475  341 


12,422  6,886 

6,366  14,121 

20,080  12,065 

436  682 

135  209 


461 


482 
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Section  32  Commodity  Purchases  FY  1992  and  1993 
(In  Thousands) 


Item 


1992  Actual 
Pounds  Obligations 


1993  Actual         1994  thru  3/25/94 
Pounds  Obligations  Pounds  Obligations 


Date  Pieces 3,060  2,398 

Egg  Mix 

Eggs,  Whole,  Frozen  .  .  9,693  4,669 

Grape  Juice,  Canned    .  .  10,649  3,601 

Grapefruit,  Fresh    ....  ~  — 

Ham,  Cooked,  Frozen    .  15,912  24,549 

Mixed  Fruit,  Canned    .  .  9,200  4,810 

Oranges,  Fresh —  — 

Orange  Juice,  Canned     . 

Orange  Juice,  Frozen  .  .  —  — 

Peaches,  Canned 21,248  10,522 

Peaches,  Frozen 12,240  7,949 

Pears,  Canned 42,652  17,008 

Pears,  Fresh    4,077  1,236 

Peas,  Canned 7,159  2,205 

Peas,  Frozen 5,647  2,000 

Pineapple,  Canned  ....  9,006  4,694 

Plums,  Canned 

Pork,  Canned 12,498  16,107 

Pork,  Frozen,  Ground    .  18,295  16,597 

Pork,  Patties —  — 

Potato  Rounds,  Frozen  .  25,979  6,258 

Potatoes,  Dehydrated  .  .  9,630  4,996 

Potatoes,  French  Fries    .  27,088  6,698 

Potatoes,  Fresh —  — 

Poultry,  Canned  Boned  .  —  — 

Raisins —  — 

Salsa,  Canned    —  — 

Salmon,  Canned 3,434  5,760 

Strawberries,  Frozen    .  .  3,247  1,974 

Sweet  Potatoes,  Canned  7,450  3,008 

Tomato  Sauce,  Canned  .  —  — 

Tomatoes,  Crushed    .  .  .  7,773  2,200 

Tomatoes,  Fresh 

Tomatoes,  Paste 4,200  1,565 

Tomatoes,  Whole    ....  5,728  1,754 

Tuna,  Canned    5,746  6,684 

Turkey,  Burgers,  Frozen  1,547  1,594 


— 

— 

1,000 

1,552 

14,414 

6,809 

12,888 

6,375 

~ 

— 

10,274 

2,922 

1,656 

273 

1,419 

208 

~ 

— 

16,050 

25,565 

9,937 

4,581 

— 

— 

2,917 

499 

4,730 

945 

18,749 

4,988 

~ 

— 

13,788 

7,029 

~ 

— 

43,929 

19,316 

~ 

— 

456 

292 

237 

209 

41,883 

16,977 

— 

— 

3,592 

1,084 

7,131 

1,603 

10,035 

2,576 

357 

234 

4,498 

1,589 

— 

~ 

— 

— 

6,016 

2,768 

2,273 

855 

— 

~ 

540 

680 

1,297 

1,604 

22,991 

23,392 

19,403 

19,514 

277 

478 

277 

291 

21,385 

6,461 

18,937 

6,000 

20,863 

6,009 

21,579 

6,425 

1,920 

314 

5,420 

1,130 

— 

— 

1,082 

2,102 

4,819 

2,470 

18,465 

9,548 

2,320 

824 

~ 

— 

6,659 

9,965 

— 

— 

— 

— 

2,693 

2,050 

— 

— 

7,317 

3,131 

9,158 

2,353 

— 

— 

8,815 

2,667 

— 

— 

1,480 

589 

~ 

— 

5,705 

2,116 

— 

~ 

6,499 

2,148 

~ 

~ 

5,337 

5,743 

3,699 

4,977 

1,872 

1,810 

540 

476 
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Section  32  Commodity  Purchases  FY  1992  and  1993 
(In  Thousands) 


1992  Actual  1993  Actual  1994  thru  3/25/94 

Item  Pounds  Obligations    Pounds  Obligations  Pounds  Obligations 

Turkey,  Chilled    -              -  7,740       4,516  8,296       5,066 

Turkey,  Frozen,  Ground  8,230       5,994  8,964       5,394  7,642       4,781 

Turkey,  Roast    12,694      16,723  22,193      30,491  10,299      14,041 

Turkey,  Sausage -             -  -             -  1,328       1,385 

Turkey,  Whole,  Frozen  42,300     24,868 

Undistributed ~  32      - 23      ~ ~ 

Total 741.162  $501.980  696.455  $463.313  411.970  $299.855 
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PERISHABLE  AGRICULTURAL  COMMODITIES  ACT 

Mr.  Durbin.  There  is  concern  that  because  of  a  legislative  cap  on 
license  fees,  the  Perishable  Agricultural  Commodities  Act  will  run 
into  funding  difficulties  soon.  What  is  the  status  of  the  PACA  ac- 
count. How  much  have  you  received  in  user  fees  in  each  of  the  past 
five  years  and  what  have  your  expenses  been? 

Mr.  Hatamiya.  Recent  cost  increases  for  administering  the  PACA 
have  put  a  severe  financial  strain  on  the  program.  Reimbursement 
to  USDA's  Office  of  the  General  Counsel  for  legal  services,  along 
with  increases  in  GSA  rent  payments,  added  nearly  $800,000  to  the 
PACA  budget  in  fiscal  year  1994  and  even  greater  increases  are  ex- 
pected in  subsequent  years.  Furthermore,  program  revenue  has 
been  declining  due  to  industry  consolidations  and  a  decrease  in  li- 
censes. Through  strict  financial  control,  including  a  reduction  in 
staff  from  137  to  120  persons,  the  program  held  down  its  costs  in 
fiscal  year  1993.  The  staff  has  been  further  reduced  in  fiscal  year 
1994  to  its  current  112  persons.  However,  without  a  fee  increase 
the  program  will  lose  approximately  $700,000  this  year,  and  will 
exhaust  its  reserve  funds  by  February  1996. 

The  user  fees  and  obligations  over  the  last  five  years  will  be  pro- 
vided for  the  record. 

[The  information  follows:] 

[In  million  of  dollars] 
Fiscal  year  Revenue  Obligations 

1991  $5,950      $6,092 

1992  7.875  6.731 

1993  7.378  6.921 

1994  7.150  7.553 

1995  7.150  7.855 

Mr.  Durbin.  Has  the  Department  submitted  a  legislative  pro- 
posal to  increase  the  fees  for  PACA? 

Mr.  Hatamiya.  Secretary  Espy  sent  proposed  legislation  to  Con- 
gress in  September  1993.  The  proposal  would  increase  the  statu- 
tory annual  license  fee  ceiling  from  $400  to  $650,  the  fee  ceiling  for 
each  branch  operation  in  excess  of  nine  from  $200  to  $300,  and  the 
total  aggregate  fee  ceiling  from  $4,000  to  $6,000.  Actual  fee  levels, 
which  would  be  set  only  after  public  notice  and  comment,  would 
probably  begin  well  below  the  ceiling.  Increasing  the  license  fee 
ceilings  as  proposed  would  enable  AMS  to  continue  program  deliv- 
ery, ensure  fiscal  solvency,  and  provide  flexibility  in  establishing 
fees  to  offset  inflationary  cost  increases. 

Mr.  Durbin.  How  does  the  PACA  account  work? 

Mr.  Hatamiya.  The  PACA  program  charges  a  license  fee  to  busi- 
nesses trading  in  fresh  and  frozen  fruits  and  vegetables.  The  fees 
collected  for  licenses  finance  the  operation  of  the  program.  PACA 
licenses  are  renewed  annually,  and  businesses  are  notified  when 
their  license  is  expiring.  The  PACA  legislation  allows  the  account 
to  retain  available  funds  from  one  fiscal  year  to  the  next.  The  legis- 
lation also  specifies  that  the  carryover  balance  cannot  exceed  25 
percent  of  the  projected  budget  for  the  upcoming  year  and  sets  a 
maximum  fee  to  be  charged  for  licenses. 
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Mr.  DURBIN.  For  the  record,  please  provide  a  five-year  table 
showing  the  reparations  ordered  related  to  the  Perishable  Agricul- 
tural Commodities  Act. 

[The  information  follows:] 

_     ,  Reparation  or-       Dollar  value  In 

Mscal  year  ders  millions 

1993  1,112  $16.6 

1992  1,217  16.1 

1991  1,171  14.7 

1990  1,130  12.6 

1989  1,144  9.5 

Mr.  DURBIN.  How  many  notices  filed  by  unpaid  sellers  were  there 
for  the  Perishable  Agricultural  Commodities  Act? 

Mr.  Hatamiya.  In  fiscal  year  1993,  unpaid  sellers  filed  132,000 
trust  notices  preserving  their  right  to  trust  assets. 

INTERNATIONAL  MARKET  NEWS 

Mr.  DURBIN.  Last  year,  you  began  an  International  Market  News 
pilot  program.  The  basic  idea  was  to  test  the  market  to  find  out 
whether  AMS  market  reporting  should  be  extended  to  include 
international  markets.  Last  year,  Ms.  Massaro  stated  that  AMS 
was  producing  an  international  report  for  fresh  fruit,  vegetable, 
and  ornamental  crops.  Which  countries  now  use  this  report?  Who 
uses  this  report  in  the  United  States?  Do  overseas  users  pay  for 
this  service? 

Mr.  Hatamiya.  The  purpose  of  the  international  report  was  to 
provide  U.S.  exporters  with  greater  access  to  foreign  market  data, 
and  the  report  has  been  well  received  in  the  U.S.  Users  of  this  re- 
port include  Federal  agencies,  such  as  FAS,  ERS,  and  APHIS  in 
USD  A;  State  governments;  universities;  Federal  marketing  order 
committees;  importers  and  exporters;  growers  and  shippers;  trade 
associations;  agricultural  cooperatives;  import/export  consultants; 
brokers,  and  international  trading  companies. 

AMS  is  sending  the  international  report  to  governments  or  pri- 
vate users  in  12  countries:  Canada,  Argentina,  Peru,  Mexico,  Chile, 
Guatemala,  France,  England,  Germany,  India,  Kenya,  and  Pan- 
ama. All  users,  except  for  those  on  a  reciprocal  information  ex- 
change agreement,  pay  a  user  subscription  fee.  Foreign  users  pay 
a  higher  rate  to  cover  the  increased  postage  cost. 

TOBACCO  PROGRAMS 

Mr.  Durbin.  For  the  record,  please  provide  the  specific  AMS 
costs  associated  with  the  tobacco  grading,  standards,  and  market 
news  programs.  Please  provide  the  funding  levels  for  each  activity 
for  1992,  1993,  1994,  and  1995.  Which  are  appropriated  funds  and 
which  are  through  user  fees? 

[The  information  follows:] 
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TOBACCO  FUNDING 

[In  thousands  of  dollars] 


1992  ac- 
tual 


1993  ac- 
tual 


1994  esti- 
mate 


1995  esti- 
mate 


Appropriated: 

Market  news 868 

Standards 206 

User  fee: 

Grading 12,093 

Market  news 3 

Standards 
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961 


958 


12,427 

15,000 

15,278 

4 

9 

9 

236 

235 

SECTION  32 

Mr.  Durbin.  For  the  record,  please  update  the  table  that  appears 
on  page  17-3  of  the  AMS  budget  justification. 
[The  information  follows:] 

OBLIGATION  LEVELS— ON  BASIS  OF  ADJUSTED  APPROPRIATION 

[In  thousand  of  dollars] 


Item 


1993  actual 


1994  esti- 
mated 


1995  esti- 
mated 


Appropriation  or  estimate  $4,978,817  $5,355,069  $5,795,223 

Unobligated  balance  available,  start  of  year 120,788  246,301  259,327 

Recovery  of  prior  year  obligations  39,737  

Total  available 5,139,341  5,601,370  6,054,550 

Less  transfers  to 

Food  and  Nutrition  Service,  Child  Nutrition  Programs -4,290,455  -4,770,109  -5,212,818 

Department  of  Commerce  -61,408  -61,944  -64,765 

Total  transfers  -4,351,863  -4,832,053  -5,277,583 

Total  available  after  transfers 787,478  769,317  776,967 

Less  total  obligations  -541,177  -509,989  -416,473 

Unobligated  balance  available,  end  of  year 246,301  259,328  360,494 


COMMERCIAL  ITEM  DESCRIPTIONS 

Mr.  Durbin.  We  know  that  AMS  prepares  Commercial  Item  De- 
scriptions for  different  uses.  For  the  record,  explain  why  these  are 
done  and  who  benefits  from  them.  Approximately  how  many  of 
these  do  you  prepare  annually? 

Mr.  HATAMIYA.  I'll  be  glad  to  provide  details  for  the  record. 

[The  information  follows:] 

A  Commercial  Item  Description  is  a  simplified  product  description  that  concisely 
describes  the  salient  product  characteristics  of  a  commercial  product.  Commercial 
Item  Descriptions  are  developed  so  that  the  Federal  Government's  hospitals,  mili- 
tary installations,  schools,  correctional  institutions,  and  so  forth,  can  purchase  prod- 
ucts that  meet  their  needs  from  commercial  off-the-shelf  food  items.  Many  State  and 
local  governments  also  use  Commercial  Item  Descriptions  for  their  own  purchases. 

COMMERCIAL  ITEM  DESCRIPTIONS  APPROVED  BY  AMS 


Food  document 

Fiscal  year — 

1989 

1990         1991 

1992 

1993 

10 

13          13 

11 

17 
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EXPORT  PROGRAMS 


Mr.  Durbin.  One  of  your  budget  proposals  is  to  eliminate  the  ap- 
propriations language  that  provides  for  a  sunflower  and  cottonseed 
oil  export  program.  Press  reports  claim  there  is  a  USDA  memo 
floating  around  that  says  terminating  this  program  will  not  save 
any  money  because  of  increased  costs  to  the  price  support  pro- 
grams. How  has  the  export  programs  worked  in  terms  01  increased 
sales,  market  shares,  and  other  factors. 

Mr.  Hatamiya.  During  FY  1993,  U.S.  export  sales  of 
sunflowerseed  oil  assisted  by  the  Sunflowerseed  Oil  Assistance  Pro- 
gram totaled  199,500  metric  tons.  During  the  same  period,  U.S. 
sales  of  cottonseed  oil  assisted  by  the  Cottonseed  Oil  Assistance 
Program  totaled  43,727  metric  tons.  These  programs  have  helped 
to  ensure  that  the  United  States  could  successfully  compete  in 
world  markets  for  these  products. 

CONTRACT  EMPLOYEES 

Mr.  Durbin.  We  all  are  aware  of  the  Presidents'  plan  to  reduce 
Federal  employees  by  252,000.  One  of  my  concerns  is  that  we  just 
don't  replace  government  workers  with  contract  employees.  Can 
you  tell  me  how  many  AMS  employees  have  been  lost  in  each  of 
the  past  five  years  and  replaced  by  contractor  work? 

Mr.  Hatamiya.  AMS  has  not  replaced  any  employees  with  con- 
tractors over  the  past  five  years. 

Mr.  Durbin.  As  part  of  your  effort  to  comply  with  overall  reduc- 
tion goals,  describe  your  FTE  plan  for  FY  95.  Have  you  looked  at 
reductions  to  contract  activity  as  part  of  an  overall  strategy? 

Mr.  Hatamiya.  In  fiscal  year  1995,  AMS  is  required  to  decrease 
from  4,300  full  time  equivalent  employees  to  4,253.  We  can  achieve 
this  reduction  through  normal  attrition  and  control  of  filling  vacan- 
cies. AMS  has  minimal  service  contract  activity. 

Mr.  Durbin.  I  would  like  to  end  my  questioning,  and  yield  to  Mr. 
Skeen.  But  I  would  like  to  suggest  that  perhaps  after  the  furor  of 
this  appropriations  process  that  the  subcommittee  might  call  in  the 
EPA,  FDA,  and  your  agency  to  talk  about  the  pesticide  residue 
issue  a  little  bit  more.  I  think  it  is  one  that  is  timely.  And  I  cannot 
tell  you  that  there  is  a  meeting  that  I  attend  where  someone  does 
not  bring  it  up  in  some  way,  shape,  or  form.  And  we  really  need 
to  try  to  share  the  information  that  we  have  gathered  with  the 
American  consumers.  Thank  you,  sir. 

Mr.  Skeen. 

DETERMINATION  OF  RISK 

Mr.  Skeen.  Thank  you,  Mr.  Chairman. 

I  think  that  we  are  getting  down  to  the  crux  of  the  whole  matter. 
There  is  a  reluctance  on  the  part  of  any  agency  to  say  absolutely 
that  there  is  no  problem  with  something.  Whereas  the  popular 
press  or  the  popular  media  can  say  anything  it  wants  to  about  a 
particular  product  that  would  insinuate  that  there  is  some  danger. 

I  think  what  the  Chairman  and  Mr.  Thornton  were  trying  to  get 
at  is  there  any  member  of  this  agency  group  who  would  say  balo- 
ney, there  is  no  problem?  Well,  they  do  not  want  to,  because  of  the 
liability.  I  can  assure  you  that  this  is  the  problem. 
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But  you  have  done  all  of  these  tests.  And  we  have  gone  to  ex- 
traordinary lengths  to  do  risk  assessment  in  this  country,  but  no- 
body is  going  to  stand  up  and  say  that  there  is  no  risk.  And  what 
bothers  me  is  that  there  is  enough  natural  elements  that  can  cause 
diseases  in  some  plants  and  so  forth  without  talking  about  the  ad- 
ditives. Nobody  seems  to  be  aware  of  it.  Nobody  really  seems  to 
worry  about  it. 

And  I  know  that  we  have  gone  through  this  before.  Because  we 
have  asked  you  time  and  time  again,  to  get  together  with  FDA, 
EPA,  and  various  agencies  of  the  Department  of  Agriculture.  And 
you  have  done  an  outstanding  job  of  doing  exactly  that.  But  there 
is  no  one  who  is  going  to  stand  up  and  say  that  there  is  no  risk 
involved,  or  take  a  real  affirmative  statement  about  this  thing.  And 
that  is  the  problem.  Maybe  we  could  help  you  with  it. 

Who  is  supposed  to  be  the  voice  of  reason  with  all  of  this  re- 
search? 

Mr.  Hatamiya.  We  will  look  to  you,  Mr.  Skeen. 

RISK  ASSESSMENT 

Mr.  Skeen.  We  are  blighted  already.  The  risk  assessment  on  us 
is  not  very  good.  We  are  not  apologizing  for  that,  but  that  just 
seems  to  be  the  natural  flavor  of  things.  Of  course,  maybe  you  have 
the  same  problems  in  the  agencies.  They  do  not  trust  the  FDA. 
They  do  not  trust  the  EPA.  They  do  not  trust  any  agency. 

I  have  gone  over  the  questions  that  we  asked  this  agency  last 
year  about  your  reports  and  so  forth.  And  you  have  accomplished 
just  about  everything  that  we  asked  you  to  do. 

We  had  a  great  discussion  amongst  the  public  witnesses  yester- 
day about  beta  carotene.  They  claimed  that  it  helped  prostate  can- 
cer. This  morning  the  news  is  raging  about  how  beta  carotene 
causes  cancer  in  some  cases.  So  we  are  confused. 

We  need  some  way  to  sort  this  out,  but  risk  assessment  is  a 
whole  new  technology.  Because  you  can  determine  parts  per  billion 
of  any  kind  of  substance  or  additive  in  any  kind  of  a  situation.  And 
that  is  a  wonderful  tool  if  we  just  understood  how  to  use  it  best, 
or  how  to  disseminate  the  information.  But  that  is  enough  of  the 
preaching. 

INTERNATIONAL  TRADE 

Let  us  get  into  international  trade  for  a  moment. 

Would  you  give  me  some  idea  of  what  your  agency's  involvement 
is  with  the  GATT  negotiations,  and  also  what  has  happened  in 
NAFTA  as  far  as  the  U.S.  agricultural  industry  and  the  marketing 
programs  are  concerned? 

Mr.  Hatamiya.  We  are  continuing  to  work  on  expanding  markets 
for  American  products  in  the  increasingly  global  marketplace.  We 
have  not  been  directly  involved  with  GATT,  but  we  are  involved 
with  various  projects  in  emerging  democracies,  in  Russia,  in  Bul- 
garia, the  Czech  Republic,  and  Kazakhstan. 

With  market  news  programs,  wholesale  market  development  pro- 
grams, and  transportation  and  port  development  programs,  we  are 
assisting  those  countries  to  disseminate  information  better  and 
helping  them  develop  their  markets  so  that  ultimately,  we  can  sell 
more  of  our  products  there. 
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NAFTA 


On  NAFTA,  our  agency  is  directly  involved  in  working  groups 
that  are  establishing  grading  standards  that  can  be  utilized  be- 
tween Canada,  the  United  States,  and  Mexico.  We  will  continue  to 
work  with  those  countries  through  these  working  groups  to  try  to 
establish  equivalence  or  universal  standards. 

In  addition,  once  NAFTA  became  effective  in  January  of  this 
year,  we  issued  regulations  that  allowed  Mexican  produce  be  to  ex- 
empted from  minimum  quality  8[e]  requirements  of  our  marketing 
orders,  if  it  is  destined  for  processed  products  and  other  limited 
uses.  We  are  providing  that  exemption  to  our  neighboring  coun- 
tries. 

We  are  also  discussing  standards  for  grading  and  inspecting  pea- 
nuts that  come  out  of  our  neighboring  countries.  We  will  continue 
to  work  as  well,  on  establishing  a  PACA  type  of  arbitration  or  a 
trade  dispute  mechanism  much  like  the  PACA  we  have  here  in  the 
United  States.  We  have  been  meeting  with  the  Canadians  and  the 
Mexicans  to  try  to  establish  an  equivalent  program  in  those  coun- 
tries. Overall,  my  agency  is  very  much  involved  in  implementing 
NAFTA,  and  we  feel  that  we  have  a  very  important  part  in  that 
process. 

INTERNATIONAL  INVOLVEMENT 

Ms.  Jensen.  Mr.  Skeen,  I  would  like  to  comment  on  this  also,  to 
tell  you  that  APHIS  and  FSIS  are  both  very  actively  involved  with 
the  Codex  Alimentarious  Commission,  which  is  of  course  vitally 
concerned  with  phyto-sanitary  measures  in  products  coming  across 
the  border  in  international  trade.  That  grew  out  of  the  GATT  rela- 
tionship. In  fact,  we  work  with  EPA  and  with  FDA  on  helping  to 
set  standards  for  product  that  comes  across  our  borders. 

Mr.  Skeen.  So  immediately  after  the  agreements  then,  you  have 
already  got  the  mechanisms  in  place  to  do  the  enforcement  work 
and  the  inspection  services  required? 

Ms.  Jensen.  That  is  what  we  have  been  working  on.  We  will,  of 
course,  need  to  develop  regulations  on  those  measures.  We  have 
been  working  cooperatively  with  EPA,  for  instance,  if  there  is  an 
environmental  standard.  This  is  the  Commission  that  has  been 
talking  about  the  scientific  standards  that  would  be  used,  and  how 
we  will  be  in  agreement  with  foreign  countries  on  what  standards 
will  be  equal  to  the  ones  that  we  have. 

EMERGING  DEMOCRACIES 

Mr.  Skeen.  Give  me  some  idea  in  the  European  sector,  particu- 
larly the  former  Soviet  Union,  what  kind  of  progress  is  being  made 
with  those  systems  in  your  estimation? 

Mr.  Hatamiya.  Well,  I  will  admit  we  have  had  slow  progress  in 
developing  some  of  the  market  news  programs  we  have  tried  to  es- 
tablish there.  We  sent  people  over  in  conjunction  with  the  Foreign 
Agricultural  Service  to  try  to  establish  a  market  news  system  so 
that  there  is  a  better  sharing  of  information  on  supply,  demand, 
prices,  and  where  production  is  occurring  throughout  the  country. 
We  are  also  helping  them  to  try  to  establish  wholesale  markets 
throughout  those  countries,  so  that  they  can  do  a  better  job  of  dis- 
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tributing  the  commodities  they  are  trying  to  sell.  It  has  been  slow, 
but  I  think  we  are  making  progress  in  those  areas. 

We  hope  that  this  work  will  ultimately  result  in  the  greater  sale 
of  American-grown  commodities.  That  is  the  basis  for  our  involve- 
ment there.  We  hope  that  once  the  emerging  democracies  get  their 
economies  up  to  full  scale,  we  will  be  a  large  part  of  their  market 
by  selling  our  products  there. 

Mr.  Skeen.  Some  of  the  impressions  that  we  get  from  late  news 
reports  is  that  despite  the  infusion  of  money  we  had  in  these  pro- 
grams the  Soviet  Republics,  still  have  real  problems.  Because  most 
of  it  goes  into  underground  economies,  because  we  are  not  able  yet 
to  get  a  real  main  core  or  main  thread  of  our  type  of  marketing 
system  going  in  that  country. 

And  I  wanted  to  know  if  the  efforts  that  you  are  expending  over 
there  is  making  progress,  and  I  am  assuming  from  what  you  said 
that  it  is? 

Mr.  Hatamiya.  It  is,  and  I  will  be  glad  to  provide  for  the  record 
a  more  comprehensive  update  on  some  of  our  projects  throughout 
those  countries. 

[The  information  follows:] 


742 


EMERGING  DEMOCRACIES 

Bulgarian  Assistance  Program  -  Grade  Standards  and  Quality  Control 

In  1992,  AMS  began  to  provide  technical  assistance  in  the  area  of  grade  standards  and 
quality  control  for  fruit  and  vegetable  processing  in  Bulgaria.    After  an  initial  project 
development  visit  by  AMS  personnel  in  November  1992,  the  assistance  program  was 
implemented  in  four  phases: 

Phase  1  -  In  May  1993,  a  consultant  to  AMS  met  in  Bulgaria  with  the  Bulgarian  Ministry  of 
Agriculture  in  an  effort  to  develop  a  streamlined  approach  to  amending  Bulgarian  National 
Standards  for  certain  food  commodities.    Phase  2  -  In  May/June  1993,  the  consultant 
provided  three  weeks  of  technical  assistance  on  standards  development  to  three  Bulgarian 
fruit  and  vegetable  research  institutes  at  their  facilities.    Phase  3  -  In  July/ August  1993,  AMS 
provided  three  weeks  of  training  in  the  United  States  to  a  group  of  nine  Bulgarian  food 
technologists.    Phase  4  -  In  September/October  1993,  the  AMS  consultant  returned  to 
Bulgaria  to  work  with  three  processing  plants  to  develop  improved  quality  control  plans  at 
each  location. 

Additionally,  AMS  intends  to  purchase  and  donate  a  limited  amount  of  grading  equipment  to 
the  three  research  institutes. 

The  project  met  with  variable  success.    Growing  conditions  and  governmental  transition 
adversely  affected  certain  phases  of  the  project;  however,  a  number  of  objectives  were 
achieved.   These  included: 

Training  of  Bulgarians  in  quality  control  and  the  application  of  grade  standards 
through  on-site  visits  to  processing  plants  in  the  United  States. 

Stimulation  of  the  revision  process  for  Bulgarian  National  Standards. 

On-site  training  and  technical  assistance  provided  in  Bulgaria  to  research  institutes  and 
processors  in  the  use  of  quality  grade  standards  and  quality  control  techniques  as 
methods  to  improve  product  marketability. 

Interest  shown  by  the  institutes  in  pursuing  the  U.S.  system  of  segregating  safety 
standards  from  quality  standards. 

Numerous  actions  and  areas  identified  during  the  project,  which,  if  addressed  by 
Bulgarians,  could  facilitate  improvement  in  the  production  and  marketing  of  Bulgarian 
processed  fruits  and  vegetables. 
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Bulgarian  Assistance  Program  -  Market  News  Information  System 

An  AMS  market  news  project  development  team  went  to  Bulgaria  in  May  1993  to  assess  the 
feasibility  of  a  fruit  and  vegetable  market  information  program,  identify  the  distribution 
system  of  fruits  and  vegetables,  and  to  identify  key  shipping  and  receiving  locations  and 
organizations. 

A  group  of  six  Bulgarian  market  reporters  were  brought  to  the  U.S.  in  July  1993  for  several 
weeks  of  specialized  training.   The  AMS  Team  returned  to  Bulgaria  in  October  1993  to 
complete  the  training  for  the  Bulgarians  and  to  assist  in  the  initial  market  reporting.    By  the 
first  of  November,  market  reports  were  being  issued  from  three  wholesale  terminal  markets. 

In  January  and  February,  the  AMS  Team  returned  to  Bulgaria  to  initiate  shipping  point 
reports,  install  donated  computer  hardware,  and  finalize  software  development  to  facilitate 
market  reporting.    Additional  software  development  remains  to  ensure  the  long  term 
usefulness  and  expandability  of  the  market  reporting  program. 
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Marketing  Assistance  Project  in  Russia 

Background 

AMS  is  engaged  in  a  market  information  system  project  to  help  Russia  make  the  transition 
from  a  controlled  to  a  free  market  economy. 

An  AMS  team  visited  Russia  and  Ukraine  in  summer  1992  to  assess  their  market  information 
status.    Then,  members  of  the  Russian  Government  and  agricultural  industry  travelled 
throughout  the  United  States  in  early  1993,  gaining  first-hand  knowledge  of  our  market  news 
systems.    With  Russian  counterparts,  AMS  developed  a  plan  for  putting  a  pilot  program  into 
place  in  the  vicinity  of  Moscow  to  provide  fruit,  vegetable,  meat,  and  dairy  product  market 
information  for  a  limited  Russian  marketing  area.   World  Bank  officials  travelled  with  AMS 
representatives  during  a  March  1993  project-related  trip  to  Russia. 

An  AMS  team  again  travelled  to  Moscow  in  May  1993  to  initiate  the  market  information 
pilot  program.    Since  June  1993,  market  reports  for  the  Moscow  area—in  Russia's  Kaluga 
Oblast~have  been  issued.    The  program  is  currently  operating  in  the  Kaluga  Oblast  and  five 
raions--counties~in  that  Oblast. 

An  AMS  specialist  returned  to  Russia  in  November  1993  to  finalize  work  on  market  news 
reports  for  the  Kaluga  project.    Also  during  November  1993,  another  AMS  specialist  laid  the 
groundwork  in  Russia  for  phase  four  of  the  project— expansion  into  the  southern  part  of  the 
nation,  the  Belgorod  Oblast. 

Computers  and  telecommunications  equipment  needed  to  link  the  Kaluga  offices  were 
delivered  to  Russia  in  March  1994. 

New  Developments/ Anticipated  Action 

AMS  systems  specialists  travelled  to  Russia  in  March  1994  to  assist  in  computer  installation 
and  training.  AMS  and  the  Economic  Research  Service  plan  to  work  together  on  phase  four 
of  the  Russian  project  -  to  expand  the  pilot  marketing  information  system  into  the  Belgorod 
Oblast.    Start-Up  of  this  phase  may  begin  as  early  as  April  1994. 
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Kazakhstan 

Kazakhstan  does  not  possess  an  effective  means  of  internal  communication  with  grain  and 
livestock  farmers  and  traders.    The  country  lacks  timely  market  price  information,  and  this 
deficiency  has  become  a  major  concern  to  the  farming  community,  especially  since  the  "Law 
of  Privatization"  has  been  adopted.   Through  the  joint  efforts  of  AMS,  the  Kazakhstan 
Ministry  of  Agriculture,  the  Akmola  Agricultural  Administration,  and  Akmola  Agricultural 
University,  existing  commodity  standards  are  being  incorporated  into  the  development  of  an 
effective  market  information  system.    Producers  are  being  introduced  to  domestic  and 
international  marketing  concepts,  and  government  officials  are  being  assisted  in  the  design 
and  development  of  a  market  information  system.    Kazakhstan  Agricultural  officials  realize 
that  to  operate  in  a  free  market  economy,  information  is  necessary  for  producers  as  well  as 
government  entities. 

An  AMS  evaluation  team  spent  two  weeks  last  fall  in  Kazakhstan  meeting  with  Agricultural 
Ministry  officials,  members  of  academia,  and  producers.    Along  with  ministry  and  university 
officials,  they  assessed  the  needs  of  the  area  and  developed  plans  for  the  implementation  of  a 
market  information  system.    An  AMS  technical  team  will  be  traveling  to  Kazakhstan  in  May 
to  assist  in  the  actual  implementation  of  the  system. 

By  assisting  Kazakhstan  in  the  development  of  a  market  information  system,  AMS  is  aiding 
their  transition  to  a  free  economy.   With  the  dissolution  of  economic  ties  to  Russia  and  the 
privatization  of  most  collective  farms,  the  importance  of  establishing  a  system  to  disseminate 
market  information  efficiently  and  equitably  is  magnified.   Market  information  is  vital  to  the 
development  of  new  marketing  channels  and  to  the  operation  of  a  free  market  economy. 
Initial  progress  will  be  slow  but  with  ministry,  university,  and  producer  support,  the 
groundwork  for  a  useful  system  can  be  laid  in  a  relatively  short  period  of  time.   As  one  of 
the  Kazakhstan  ministry  officials  stated  "The  time  for  talk  is  over  and  it's  time  for  action". 
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Emerging  Democracies  -  Transportation  and  Marketing  Programs 

Eastern  Europe.    The  Agricultural  Marketing  Service  actively  participates  in  the 
Department's  international  marketing  activities,  including  the  improvement  of  transportation 
and  food  distribution  facilities  in  Eastern  Europe.    A  breakdown  of  AMS  programs 
undertaken  in  each  country  includes: 

Bulgaria 

*  Cochran  Fellowship  Training  -  AMS  escorted  six  Bulgarians  involved  in  fruit 
and  vegetable  marketing  and  provided  wholesale  market  development  training 
under  the  Cochran  Fellowship  Program  in  June  1993. 

Czech  Republic 

*  Wholesale  Market  Development  -  AMS  participated  in  a  USDA/private 
sector  assessment  team  that  traveled  to  Most  in  the  Czech  Republic  to  discuss 
technical  assistance  and  joint  venture  issues  with  counterparts  in  government 
and  agribusinesses.    FAS  drafted  a  letter  to  the  mayor  of  Most  outlining  the 
types  of  technical  assistance  AMS  would  be  willing  to  provide  including 
conceptualizing,  planning,  and  designing  a  distribution  center,  and  arranging 
Cochran  fellowship  training  for  Czech  representatives  who  would  manage  the 
facility. 

Poland 

*  Grades,  Standards,  and  Market  News  -  AMS  continued  a  successful 
program  of  training  Polish  participants  in  these  area. 

*  Agricultural  Wholesale  Marketing  Project  -  Two  test  shipments  of  fresh 
fruits  and  vegetables  to  Poland  were  conducted  during  May  and  October  1993. 
The  first  shipment  of  14  fresh  fruits  and  vegetables,  an  LD  8  container  with 
about  7,000  pounds  of  produce,  arrived  in  excellent  condition  and  was 
exhibited  to  prospective  importers.   The  second  shipment,  a  pallet  load  each  of 
kiwi,  oranges  and  lemons  plus  smaller  quantities  of  8  other  fruits  and 
vegetables  in  a  40  foot  container,  took  four  weeks  to  get  to  Poland,  but  the 
product  arrived  with  only  a  1%  -  3%  damage,  except  for  several  boxes  of 
experimentally  packed  tomatoes.    Several  commercial  inquiries  for  kiwifruit 
and  poultry  products  have  been  received  thus  far  and  orders  are  expected  in 
1994. 
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Former  Soviet  Union.    AMS  is  working  to  improve  transportation  and  food  distribution 
systems  in  the  former  Soviet  Union.    A  breakdown  of  the  programs  includes: 

Russia 

*  Wholesale  Market  Follow-up— Moscow:  Ten  persons  from  Moscow  storage 
bases  and  one  manager  from  Minsk,  Belarus  received  wholesale  market 
development  training  in  the  United  States  under  the  Cochran  Fellowship 
Program  in  February  1993.    Several  meetings  were  held  in  Moscow  with  the 
officials  responsible  for  the  bases  to  develop  a  plan  for  targeted  follow-up. 
These  officials  recommended  additional  USDA  seminars  and  consulting  visits 
in  Russia  and  another  Cochran  Fellowship  Program  training  session.    The 
training  session  took  place  in  April  1994  in  the  United  States.    AMS  also  met 
with  officials  and  consultants  of  the  World  Bank  and  Volunteers  in  Overseas 
Cooperative  Assistance- VOCA--to  see  where  activities  might  be  coordinated. 
The  World  Bank  is  considering  providing  loans  to  four  of  the  storage  bases. 

*  Wholesale  Market  Development  1  I/Market  Operations  -  Several  meetings 
were  held  in  Moscow,  Mari-el,  Kaluga  and  Belgorod  with  officials  to  develop 
plans  that  would  complement  the  desire  of  the  Russian  Ministry  of  Agriculture 
to  receive  assistance  in  producing  regions  outside  of  Moscow.    AMS  also 
determined  where  USDA  assistance  could  build  on  World  Bank  activities  in 
Russia.    In  Kaluga  a  successful  market  news  program  was  implemented  and  is 
now  being  expanded  to  the  other  cities.    In  Belgorod,  seminars  are  being 
provided  in  late  April  1994  on  wholesale  market  development.    A  market 
information  project  involving  the  Economic  Research  Service  was  initiated. 

*  Study  of  St.  Petersburg  and  Alternative  Ports  -  A  team  of  private  sector 
port  operations  experts  visited  Russia  and  met  with  a  wide  range  of  public  and 
private  sector  groups  involved  with  maritime  transportation.   The  shipment  of 
both  grain  and  container  cargoes  was  reviewed.    The  team  is  preparing  the 
final  report  which  will  include  a  detailed  description  of  findings  and 
recommendations  for  future  action.    Recommendations  will  include  methods 
for  improved  data  gathering  and  distribution  regarding  port  conditions,  an 
assessment  of  the  feasibility  of  constructing  a  small  grain  storage  facility  at  the 
Port  of  St.  Petersburg,  the  potential  for  increased  use  of  the  river  system  to 
move  cargo  to  inland  destinations,  and  options  for  using  alternative  ports 
during  periods  of  congestion  at  St.  Petersburg.    The  draft  report  is  now  being 
edited. 

*  Marketing  Internships  -  .   In  October  1993  AMS  met  with  private  sector  and 
government  officials  in  Cleveland,  Ohio  who  are  willing  to  provide  a 
structured  two  week  program  of  farm  to  retail  training  for  persons  from  Russia 
and  Ukraine.     In  November  1993  training  was  provided  in  Cleveland  for  a 
representative  of  the  government  of  St.  Petersburg.    In  April  1994  AMS 
proposed  internships  to  key  officials  involved  with  Moscow  storage  bases,  and 
was  positively  received. 
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*  Handbooks  on  Marketing,  Storage,  and  Handling  -  A  grant  was  provided  to 

VOCA/Moscow  to  translate  and  distribute  three  reference  manuals  about 
marketing,  storage,  handling,  and  transportation  into  Russian.    USDA 
Agricultural   Handbook  66,  "The  Commercial  Storage  of  Fruits,  Vegetables, 
and  Florist  and  Nursery  Stocks"  has  been  completed  and  is  now  being 
distributed.    A  Russian  edition  of  a  transportation  and  packaging  reference  is 
expected  to  be  ready  in  mid-1994. 

Ukraine 

Marketing  Short  Course  -  In  May  1993  AMS  staff  met  with  a  number  of 
Ukrainian  to  discuss  possible  seminars  on  marketing.    Our  team  returned  in 
July  to  provide  a  series  of  seminars. 
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NAFTA 


Mr.  Skeen.  Let  me  move  to  the  NAFTA  situation,  and  particu- 
larly infrastructure  with  Mexico. 

The  transportation  studies  that  you  are  doing,  how  far  along  are 
you  on  those?  Because  it  is  a  critical  element  to  us.  We  have  a  bad 
infrastructure  problem  between  Mexico  and  the  United  States. 

Mr.  Hatamiya.  I  am  glad  that  you  brought  that  up,  I  was  remiss 
in  leaving  it  out.  Transportation  is  a  very  important  factor  in  the 
NAFTA  issue.  I  oversee  agricultural  transportation  programs.  Our 
people  are  working  very  closely  with  the  Department  of  Transpor- 
tation, as  well  as  officials  from  Mexico,  to  resolve  the  border  cross- 
ing issue  and  provide  adequate  accessibility  in  both  directons. 

We  continue  to  participate  in  a  working  group  on  that  issue.  I 
believe  there  will  be  some  recommendations  from  that  group  in  the 
near  future.  We  were  actively  involved  in  that  issue  before  the  pas- 
sage of  NAFTA,  and  we  will  continue  to  be. 

MEXICAN  TRANSPORTATION 

Mr.  Skeen.  There  is  already  a  very  sore  point  insofar  as  Mexican 
transportation.  Most  of  their  transportation,  as  you  well  know,  is 
trucking.  Their  rail  system  is  almost  a  non-participant  or  non-en- 
tity, insofar  as  agricultural  products,  because  they  have  one  main 
rail  line,  and  most  everything  moves  by  trucks. 

Those  trucks  cannot  conform  to  the  United  States  standards  in 
many  cases.  We  are  very  concerned  about  the  vehicles  themselves, 
the  vehicles  inspections,  and  regulations. 

Have  you  delved  into  these  problems? 

Mr.  Hatamiya.  You  can  rest  assured  that  we  have  input  on  the 
needs  of  American  agricultural  shippers  and  that  those  needs  are 
being  addressed  through  our  involvement  with  the  working  groups. 
We  will  continue  to  provide  that  kind  of  information  as  necessary. 

I  do  not  have  at  my  fingertips  the  results  of  some  of  those  earlier 
meetings,  but  we  will  be  glad  to  provide  that  for  you  as  well. 

Mr.  Skeen.  I  would  appreciate  having  those. 

[The  information  follows:] 
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NAFTA  WORKING  GROUPS 

The  Agricultural  Marketing  Service  is  participating  in  two  working  groups  which  are 
addressing  infrastructural  and  procedural  impediments  to  increased  bilateral  trade  with 
Mexico.    This  work  is  important  to  U.S.  agricultural  interests  after  passage  of  the  North 
American  Free  Trade  Agreement  because  logistical  and  transportation  difficulties  can  still 
inhibit  cross-border  trade  between  the  U.S.  and  Mexico  despite  lower  trade  barriers.    The 
two  working  groups  in  which  AMS  is  participating  are:    (1)  the  U.S. -Mexico  Transportation 
Working  Group,  and  (2)  the  Interagency  Task  Force  on  Border  Infrastructure  and 
Facilitation. 

U.S.-Mexico  Transportation  Working  Group 

AMS  has  regularly  participated  in  meetings  of  the  U.S.-Mexico  Transportation  Working 
Group  for  over  five  years.    The  U.S.-Mexico  Transportation  Working  Group  was  formed  in 
March,  1989  under  the  bilateral  Trade  Framework  Agreement  and  meets  every  six  months  in 
U.S.  and  Mexico  locations  to  discuss  bilateral  transportation  issues  between  the  United  States 
and  Mexico.   The  group  includes  representatives  of  Cabinet-level  agencies  in  both 
governments  that  affect  the  movement  of  freight  and  passengers  between  the  U.S.  and 
Mexico.   Issues  currently  being  addressed  by  the  group  include:   (1)  customs  regulations  and 
procedures  in  the  U.S.  and  Mexico,  (2)  the  need  and  availability  for  cargo  insurance  in 
Mexico,  (3)  phytosanitary  restrictions  placed  by  the  U.S.  on  the  entry  of  Mexican  railcars, 
(4)  commercial  licensing  procedures  for  Mexican  drivers,  and  (5)  the  harmonization  of 
technical  standards  and  specifications  for  motor  carriers  between  the  two  countries. 

Interagency  Task  Force  on  Border  Infrastructure  and  Facilitation 

AMS  is  also  participating  in  an  interagency  task  force  on  border  infrastructure  and 
facilitation  which  was  announced  earlier  this  year  by  Secretary  Pena  of  the  U.S.  Department 
of  Transportation.    This  task  force  was  created  under  the  auspices  of  the  National  Economic 
Council  to  identify  specific  ways  to  improve  the  efficiency  of  U.S.-Mexico  border 
interchange  and  to  better  plan  for  future  border  infrastructure  investments.   It  includes 
representatives  of  all  the  cabinet-level  agencies  with  border  responsibilities  in  the  U.S..   The 
task  force  will  be  issuing  a  set  of  recommendations  for  improved  border  operations,  and  will 
also  be  holding  a  series  of  public  outreach  meetings  along  the  U.S.-Mexico  and  U.S. -Canada 
borders  to  solicit  input  on  ways  to  improve  border  procedures. 
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COTTON  CLASSING 

Mr.  Skeen.  Let  me  jump  over  to  some  cotton  classing  questions 
that  are  very  pertinent  to  our  part  of  the  country,  and  the  use  of 
private  classing  or  contract  classers  and  so  forth. 

Would  you  comment  on  that  program,  and  where  we  are  going 
with  it? 

Mr.  Hatamiya.  I  would  like  to  comment  on  our  cotton  classing 
program. 

ASCS  published  a  final  rule  on  March  22,  1993,  which  adopted 
a  proposal  to  allow  privately  classed  cotton  to  be  pledged  as  collat- 
eral for  CCC  price  support  loans,  if  the  private  classer  is  approved 
by  CCC.  The  final  rule  stated  that  CCC  will  only  approve  private 
classers  if  they  conform  with  terms  and  conditions  established  by 
AMS.  The  Assistant  Secretary  for  Marketing  and  Inspection  Serv- 
ices, in  a  letter  dated  July  12,  1993,  said  that  after  careful  consid- 
eration, USDA  had  decided  to  postpone  its  implementation  until 
further  notice;  particularly  in  view  of  current  industry  opposition 
to  private  firm  certification. 

We  expect  that  AMS  would  class  a  reduced  number  of  samples 
if  private  classing  is  accepted.  We  are  required  to  recover  the  full 
cost  of  providing  classing  services,  so  the  acceptance  of  private 
classing  would  increase  the  per  sample  user  fee  charged  to  those 
customers  who  continue  to  use  AMS  classing  services.  Most  of  the 
cost  associated  with  providing  classing  services  cannot  be  reduced 
immediately  in  response  to  a  reduction  in  the  number  of  samples 
classed.  To  reduce  costs,  we  have  moved  to  a  hundred  percent 
classing  by  the  HVI  method. 

Mr.  Skeen.  You  have  removed  the  mandated  program,  have  you 
not? 

Mr.  Hatamiya.  We  withdrew  the  proposal  to  mandate  the  use  of 
module  averaging  for  crop  year  1994  based  on  the  cotton  industry's 
responses  to  the  proposal  during  the  60-day  comment  period. 

Mr.  Skeen.  What  were  the  principal  reasons  for  withdrawing  the 
proposal?  Will  the  AMS  Cotton  Division  continue  to  encourage  and 
monitor  the  voluntary  use  of  module  averaging  during  1994  with 
a  view  towards  mandating  use  in  1995? 

Mr.  Hatamiya.  Cotton  industry  responses  received  during  the  60- 
day  comment  period  were  overwhelmingly  in  favor  of  continuing 
the  use  of  module  averaging,  but  the  majority  were  not  in  favor  of 
making  the  procedure  mandatory  for  the  1994  crop.  Rather,  the 
majority  suggested  that  module  averaging  be  continued  on  a  vol- 
untary basis  so  that  its  effects  on  cotton  marketing  could  be  further 
evaluated.  AMS  will  encourage  voluntary  participation  during  the 
1994-95  season  to  provide  a  broad  base  of  data  for  evaluation.  At 
the  end  of  the  harvest  season,  the  results  of  the  1994-95  module 
averaging  program  will  be  presented  to  the  industry.  We  will 
evaluate  industry  feedback  to  determine  when  we  should  move  for- 
ward with  100  percent  module  averaging. 

Mr.  Skeen.  What  else  are  you  doing  to  reduce  costs? 

Mr.  Hatamiya.  We  are  also  working  at  consolidating  to  cut  costs 
while  maintaining  the  program's  efficiency.  We  are  looking  at  con- 
solidating our  various  classing  offices  around  the  country.  We  have 
closed  a  number  and  we  have  plans  to  close  a  few  more.  We  believe 
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that  we  have  been  efficient  in  the  types  of  services  that  we  can  pro- 
vide. 

Just  in  the  last  month,  we  signed  a  regulation  to  lower  the 
classing  costs  to  cotton  growers.  So  we  believe  that  the  high  volume 
instrument  classing  method  is  the  most  cost-effective.  We  are  also 
looking  at  other  ways  of  making  it  more  efficient,  by  using  the 
module  averaging  method,  which  is  now  voluntary.  We  have  ex- 
tended it  for  a  year  for  voluntary  use.  We  are  going  to  make  an 
analysis  and  see  how  efficient  and  effective  that  process  is.  We  are 
very  proud  of  the  efforts  that  we  have  made  in  that  area. 

USER  FEES 

Mr.  Skeen.  AMS  employs  a  formula  to  establish  the  cotton  clas- 
sification user  fee.  Is  it  correct  to  assert  that  the  cotton  classing  fee 
covers  100  percent  of  the  cost  of  operating  the  classing  program  in- 
cluding apportioned  overhead?  Has  the  formula  functioned  effec- 
tively and  does  AMS  support  legislative  renewal  of  the  formula? 

Mr.  Hatamiya.  Yes,  the  cotton  classing  fee  covers  100  percent  of 
the  cost  of  operating  the  classing  program,  including  apportioned 
overhead.  The  classing  fee  is  determined  prior  to  each  crop  year  by 
applying  the  components  of  the  legislated  formula — estimated  crop 
size,  operating  reserve,  and  implicit  price  deflator.  Use  of  the  for- 
mula to  establish  the  classing  fee  is  supported  by  the  cotton  grow- 
ers who  bear  the  entire  cost  of  the  service.  The  formula  has  func- 
tioned effectively  and  AMS  supports  legislative  renewal. 

Mr.  Skeen.  It  seems  to  be  very  progressive. 

Even  with  the  lowering  of  those  fees,  you  are  covering  your  costs? 

Mr.  Hatamiya.  Yes,  we  are. 

Mr.  Skeen.  You  are  really  operating  like  a  business. 

Mr.  Hatamiya.  Well,  that  is  one  of  the  things  that  we  try  to 
achieve  at  AMS. 

Mr.  Skeen.  That  is  what  you  get  for  putting  farmers  to  work  in 
the  Department. 

Mr.  Hatamiya.  I  like  to  think  that  that  is  the  case,  but  I  will  say 
that  the  work  was  done  quite  well  prior  to  my  arrival  here. 

Mr.  Skeen.  I  agree  with  you. 

Mr.  Hatamiya.  I  want  to  maintain  that  high  level  of  service.  I 
think  that  the  issue  of  user  fees  came  up  earlier.  Since  70  percent 
of  our  budget  is  based  on  user  fees,  we  have  to  be  responsive  to 
the  customer  that  we  serve. 

private  classing 

Mr.  Skeen.  In  recent  years,  ASCS  has  discussed  accepting  pri- 
vate classing  data  for  cotton  pledged  as  collateral  for  the  CCC  loan. 
What  impact  would  acceptance  of  private  classing  have  on  the  cost 
of  operating  the  AMS  program?  Is  there  a  formal  mechanism  for 
consultation  with  ASCS  on  this  issue?  Are  you  aware  of  any  cur- 
rent consideration  by  ASCS  to  authorize  private  classing  and  if  so, 
have  you  or  your  colleagues  been  consulted? 

Mr.  Hatamiya.  AMS  is  required  to  recover  the  costs  of  providing 
classing  services,  so  the  acceptance  of  private  classing  would  in- 
crease the  per  sample  user  fee  charged  to  those  customers  who  con- 
tinue to  use  AMS  classing  services.  Most  of  the  cost  associated  with 
providing  classing  services  are  fixed  in  nature,  and  cannot  be  re- 
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duced  immediately  in  response  to  a  reduction  in  the  number  of 
samples  classed.  For  example,  AMS  has  long  term  contracts  for 
building  rent,  purchase  of  HVI  and  computer  equipment,  mainte- 
nance services,  and  so  forth.  These  costs  must  be  paid  whether  we 
class  virtually  all  of  the  crop,  as  we  do  at  present,  or  whether  we 
class  a  reduced  number  of  samples,  as  we  expect  to  do  if  private 
classing  is  accepted. 

ASCS  published  a  final  rule  on  March  22,  1993  which  adopted 
a  proposal  to  allow  privately  classed  cotton  to  be  pledged  as  collat- 
eral for  CCC  price  support  loans,  if  the  private  classer  is  approved 
by  CCC.  The  final  rule  stated  that  CCC  will  only  approve  private 
classers  if  they  conform  with  terms  and  conditions  established  by 
AMS.  The  Assistant  Secretary  for  Marketing  and  Inspection  Serv- 
ices, Eugene  Branstool,  stated  in  a  letter  dated  July  12,  1993,  that 
after  careful  consideration,  USDA  had  decided  to  postpone  its  im- 
plementation until  further  notice;  particularly  in  view  of  current 
industry  opposition  to  private  firm  certification. 

Mr.  Skeen.  Thank  you  very  much  for  your  responses. 

Thank  you,  Mr.  Chairman. 

PDP  AND  NIH 

Mr.  Thornton.  Thank  you,  Mr.  Chairman. 

I  was  very  pleased  to  hear  your  testimony  that  you  are  respon- 
sible for  the  coordination  of  efforts  between  a  number  of  agencies, 
HNIS,  NASS,  and  ERS  for  pesticide  evaluation  in  the  diet  of  in- 
fants and  children. 

Do  the  National  Institutes  of  Health  get  involved  in  that,  or  is 
there  a  clinical  component  to  this  work? 

Mr.  Hatamiya.  NIH  is  not  directly  involved  with  our  pesticide 
data  program.  I  cannot  answer  for  EPA  or  FDA  as  to  their  involve- 
ment with  NIH  in  the  analysis  of  the  data  we  provide. 

PDP-AGENCY  COORDINATION 

Mr.  Thornton.  I  have  long  felt  that  we  needed  to  have  not  only 
for  pesticides  but  for  nutrition  a  method  of  cooperation  between  the 
several  agencies  involved.  And  I  continue  to  strive  to  find  an  exam- 
ple for  that  kind  of  cooperation. 

Do  you  think  that  this  is  effective  to  have  the  kind  of  coordina- 
tion that  you  are  doing? 

Mr.  Hatamiya.  We  believe  it  is.  We  think  it  has  been  very  effec- 
tive. As  I  mentioned  before,  and  I  will  reemphasize,  I  believe  that 
the  pesticide  program  is  a  model  of  cooperation  between  sister 
agencies  and  between  the  Federal  and  State  governments.  This  co- 
ordination has  worked  very  well. 

We  had  an  annual  meeting  about  a  month  ago  with  representa- 
tives from  all  of  the  different  agencies  and  States  involved  with 
this  program.  We  emerged  in  agreement  that  we  are  working  very 
well  together,  and  we  are  all  very  pleased  by  those  efforts. 

Mr.  Thornton.  If  you  could  add  to  it  the  clinical  expertise  of  ac- 
tually making  field  studies  and  collecting  data  for  human  popu- 
lations, it  would  seem  to  me  that  it  could  be  a  very  valuable  thing. 
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COMMENTS 


Yesterday,  Mr.  Chairman,  I  was  not  attending  these  hearings, 
because  another  committee  had  Ms.  Browner  of  EPA  testifying. 
And  I  wanted  to  raise  this  question  with  that  agency.  And  indeed, 
her  response  was  quite  similar  to  yours. 

But  because  I  missed  yesterday,  Ms.  Jensen,  I  do  want  to  ad- 
dress a  question  to  you,  and  an  invitation.  I  would  hope  that  you 
would  continue  to  be  interested  in  basketball  at  the  highest  quality 
of  performance.  And  I  want  to  assure  you  that  if  you  will  be  my 
guest  to  a  Razorback  game  during  the  next  year,  that  there  will  be 
no  conflict  of  interest.  And  we  might  even  try  to  get  you  in  to  see 
the  Big  Orange  at  Syracuse.  I  do  not  believe  that  would  be  a  con- 
flict of  interest  either. 

Ms.  Jensen.  Mr.  Thornton,  I  appreciate  that  invitation.  I  will 
just  say  that  I  need  to  pay  for  my  tickets.  [Laughter.] 

Mr.  Thornton.  We  do  not  allow  scalping.  So  the  tickets  are  very 
modestly  priced. 

Ms.  Jensen.  Thank  you. 

CLOSING 

Mr.  Durbin.  Thank  you  very  much  for  your  testimony.  I  think 
that  we  have  touched  on  some  issues  that  we  want  to  return  to. 
And  I  hope  that  we  do  get  a  chance  to  bring  you  back  with  the  EPA 
and  FDA  to  really  try  to  get  the  message  across  about  the  work 
that  we  are  doing  to  protect  America's  food  supply.  Thanks  for  your 
efforts. 

Ms.  Jensen.  Thank  you,  Mr.  Chairman. 

Mr.  Durbin.  The  subcommittee  is  adjourned. 


755 


AGRICULTURAL  MARKETING  SERVICE 

Statement  of 

Lon  S.  Hatamiya,  Administrator 

before  the 

House  Subcommittee  on 

Agriculture,  Rural  Development, 

Food  and  Drug  Administration,  and  Related  Agencies 


Mr.  Chairman  and  Members  of  the  Committee,  I  am  pleased  to  have  this  opportunity 
to  represent  the  Agricultural  Marketing  Service  and  to  present  our  FY  1995  budget 
proposals.    With  me  today  are  Kenneth  C.  Clayton,  Deputy  Administrator  for  Programs; 
Linda  P.  Massaro,  Deputy  Administrator,  Management;  and  Joseph  A.  Roeder,  Director  of 
our  Financial  Management  Division. 

Although  relatively  new  to  the  agency,  I  am  not  a  stranger  to  AMS  activities.  Before 
joining  the  Federal  government,  I  became  familiar  with  AMS  programs  through  my  family's 
farm  in  California.  I  can  fully  appreciate,  from  a  farmer's  perspective,  the  work  of  AMS  in 
facilitating  agricultural  marketing. 

AMS  MISSION,  PROGRAMS  AND  GOALS 
Before  I  present  our  budget  request,  I  would  like  to  briefly  review  AMS  activities  and 
share  my  thoughts  on  our  goals.    AMS'  mission  is  to  facilitate  the  marketing  and  distribution 
of  agricultural  products,  ensure  fair  trading  practices,  and  assure  consumers  of  an  abundant, 
high  quality  food  supply.   These  programs  make  the  private  sector  marketing  system  for  food 
and  agricultural  products  more  efficient,  dependable,  economical  and  equitable.    My  goals 
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tor  the  agency  include  improving  services  and  increasing  opportunities  tor  all  persons  within 
AMS. 

Because  the  mission  of  AMS  is  to  improve  agricultural  marketing,  our  programs  serve 
both  the  agriculture  industry  and  consumers.    AMS'  market  news  program  gathers,  analyzes, 
and  disseminates  unbiased  market  information  that  is  generally  unavailable  from  other 
sources.    Our  grading  and  certification  services  provide  third-party  assessments  of  product 
quality  based  on  nationally-recognized  AMS  standards.    We  work  to  improve  market 
facilities,  systems,  and  transportation  for  agricultural  products,  and  we  oversee  industry 
group  efforts  to  expand  consumption  of  their  products.    By  facilitating  marketing,  we  help  to 
keep  product  quality  high  and  the  selection  broad.    By  improving  efficiency,  AMS  reduces 
the  industry's  need  to  raise  food  prices. 

In  addition,  AMS  helps  to  protect  consumer  health  by  inspecting  egg  products.    We 
also  collect  data  for  use  by  regulatory  agencies  on  pesticide  and  chemical  residues  near  the 
point  of  consumption.    Finally,  AMS  is  responsible  for  purchasing  food  for  national  feeding 
programs. 

AGENCY  ORGANIZATION,  SIZE,  LOCATION,  AND  FIELD  STRUCTURE 
The  agency  is  organized  along  commodity  lines  to  efficiently  and  effectively  address 
the  unique  needs  of  each  agricultural  industry  we  serve.    We  maintain  197  consolidated  field 
offices  that  support  our  market  news,  inspection,  grading,  and  marketing  order  programs. 
AMS  field  offices  are  strategically  located  near  our  customers,  allowing  us  to  minimize  the 
cost  of  providing  services  at  plant  and  market  locations.    During  our  seasonal  peak  last  year, 
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we  employed  5,800  full  and  part-time  people.    We  also  supervise  6,000  State  employees. 
Federal-state  cooperative  programs  reduce  Federal  employment  and  costs  by  sharing 
workload,  personnel,  office  space,  and  administrative  support. 

AMS  continually  looks  to  improve  service.    Seventy-one  percent  of  the  agency's 
funding  is  from  user  fees.    Since  most  of  our  services  are  offered  on  a  voluntary-use  basis, 
we  are  only  funded  if  our  services  are  of  value  to  our  customers.    To  keep  fees  from 
becoming  prohibitive,  we  look  for  ways  to  streamline  agency  activities  and  contain  costs. 
For  example,  AMS  has  closed  38%  of  its  field  offices  over  the  past  10  years.    As  part  of  the 
Administration's  reorganization,  we  expect  to  achieve  even  more  reductions  in  employment 
and  administrative  costs  by  reviewing  field  office  locations  for  further  consolidation  with  the 
other  marketing  and  inspection  service  agencies  and  by  establishing  consolidated 
administrative  functions. 

SERVICE  IMPROVEMENTS 
Whatever  the  source  of  funding,  we  encourage  continued  efforts  to  improve  services 
across  the  agency  by  adapting  to  changes  in  domestic  and  international  marketing  practices 
and  technologies.    For  example,  in  our  market  news  program,  we  have  begun  exchanging 
marketing  information  on  meats  with  Japan,  New  Zealand,  Australia,  Denmark,  and  Taiwan. 
We  are  reporting  international  markets  for  dairy  products  in  Western  Europe,  Eastern 
Europe,  and  Oceania,  and  wholesale  price  information  on  fruits  and  vegetables  in  Germany 
and  the  Netherlands.    This  year,  we  expect  to  add  France  and  Poland  to  the  fruit  and 
vegetable  report.    We  are  also  providing  training  to  assist  Poland.  Mexico,  Japan.  Canada, 
Bulgaria,  Ukraine,  Kazakhstan,  and  Venezuela  to  develop  their  own  market  news  systems. 
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The  continuing  growth  of  international  trade  in  agricultural  products  has  created  an 
increasing  demand  for  market  information.    Information  is  key  to  market  expansion.   With 
current,  reliable,  and  readily  available  information  on  foreign  markets,  domestic  producers 
and  sellers  can  assess  the  potential  advantages  or  disadvantages  of  foreign  marketing. 

Our  egg  products  inspection  monitoring  and  surveillance  program  tests  egg  products 
for  various  industrial  and  environmental  chemicals  such  as  chlorinated  hydrocarbons,  and 
organisms  such  as  Salmonella.    We  analyze  about  330  samples  for  chemical  residues  and 
26,500  samples  for  food  chemistry  and  microbiology  a  year.    When  problems  are  found, 
AMS  works  with  the  Food  Safety  and  Inspection  Service,  the  Food  and  Drug  Administration, 
and  the  Animal  and  Plant  Health  Inspection  Service  to  protect  consumers. 

The  pesticide  data  program,  begun  only  a  few  years  ago,  is  working  with  the 
Environmental  Protection  Agency  and  the  Food  and  Drug  Administration  to  provide 
information  on  pesticide  concentrations  in  selected  fresh  fruits  and  vegetables.    We  now  have 
a  national  program  that  represents  more  than  half  of  the  nation's  population  and  regional 
diversity.    By  the  end  of  1993,  the  program  included  34  of  the  38  pesticides  on  the  EPA's 
priority  list.    The  program  increased  sample  collection  for  the  year  from  52  to  60  samples 
per  month  for  each  of  12  commodities.    The  approximately  7,900  samples  from  384 
commodity/pesticide  combinations  generated  almost  40,000  analyses.    These  analyses 
detected  the  presence  of  over  60  different  pesticides. 
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This  year,  at  the  request  of  the  EPA,  the  pesticide  data  program  is  planning  a 
redirection  in  the  type  of  products  sampled  and  analyzed.   The  planned  modifications  are  a 
result  of  the  National  Academy  of  Sciences  report  on  "Pesticides  in  the  Diets  of  Infants  and 
Children."   The  first  new  products  we  are  considering  are  canned  and  frozen  sweet  corn  and 
peas.    Both  foods  are  high  consumption  commodities  for  infants  and  children,  and  will  not 
require  new  testing  procedures  but  will  require  modifying  sampling  sites.    In  fiscal  year 
1995,  we  plan  to  begin  sampling  grain  products  to  determine  the  actual  residue  levels  which 
consumers  are  experiencing.    In  fiscal  year  1996,  a  similar  program  will  begin  for  whole 
milk. 

In  consultation  with  the  National  Organic  Standards  Board,  we  are  establishing  the 
organic  certification  program,  which  should  begin  operations  in  FY  1995.   This  program  will 
establish  national  standards  and  assure  consumers  that  products  labeled  as  organically  grown 
meet  the  standards.    AMS-accredited  state  officials  or  private  individuals  will  certify  farms 
and  products  as  organic.    As  required  by  law,  agents  will  charge  user  fees  for  certification 
services. 

AMS  is  also  lending  its  wholesale  market  development,  market  research,  and 
transportation  expertise  to  the  Office  of  International  Cooperation  and  Development  and  the 
Foreign  Agriculture  Services'  Emerging  Democracies  program  in  Russia  and  Poland.    Based 
on  our  agricultural  transportation  and  port  studies  in  the  former  Soviet  Union,  we  were  able 
to  make  recommendations  that  would  remove  institutional  and  operational  barriers  to  U.S. 
exports.    The  agency  also  conducted  transportation  and  marketing  seminars  in  Venezuela, 
Costa  Rica,  and  Philippines. 


760 


In  the  U.S..  we  have  recently  included  auction  and  collection  markets,  retail  farmers' 
markets,  and  urban  public  markets  in  our  wholesale  market  development  program.    We  are 
also  focusing  on  markets  in  and  near  metropolitan  areas.    This  redirection  of  our  efforts  will 
provide  more  market  access  for  the  small  grower,  provide  access  to  more  nutritious  foods  for 
the  urban  poor,  and  should  create  jobs  through  the  development  and  expansion  of  facilities. 

PROBLEMS  OR  ISSUES 
One  of  AMS'  more  pressing  problems  is  funding  our  activities  under  the  Perishable 
Agricultural  Commodities  Act.    This  program  protects  producers,  shippers,  distributors, 
retailers  and  consumers  of  fresh  and  frozen  fruits  and  vegetables  from  misbranding  and 
misrepresentation.    Under  the  statutory  trust  provisions  of  the  Act,  we  provide  a  forum  for 
resolving  reparation  complaints  dealing  with  contract  disputes.    The  program  is  financed  by 
annual  license  fees  paid  by  all  dealers  in  the  produce  industry  operating  under  the  Act. 
Currently,  about  15,000  licenses  are  in  effect.    Although  we  have  undertaken  serious 
measures  to  reduce  costs,  we  cannot  continue  to  absorb  pay  and  other  cost  increases  at  the 
current  fee  level,  the  maximum  fee  specified  in  the  Act.    Without  an  amendment,  we  will  be 
unable  to  charge  fees  adequate  to  recover  program  costs.    Proposed  legislation  to  raise  the 
cap  on  license  fees  was  submitted  to  Congress  in  1993. 

EQUAL  EMPLOYMENT  OPPORTUNITY 
At  this  point,  I  want  to  talk  about  my  commitment  to  the  principles  of  equal 
employment  opportunity.    USDA  and  AMS  policy  prohibits  all  discrimination  in  employment 
and  delivery  of  services.    Under  Secretary  Espy,  we  are  committed  to  diversifying  our  work 
force;  ensuring  equal  opportunity;  respecting  the  civil  rights  of  all  employees,  clients,  and 
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customers;  and  creating  a  work  environment  that  is  free  of  discrimination  and  harassment, 
while  accommodating  the  needs  of  persons  with  disabilities.   I  will  use  every  means  of 
evaluation  to  monitor  and  measure  the  implementation  of  these  principles,  and  each  employee 
will  be  held  personally  accountable  for  his  or  her  conduct  and  per: ...nance.    I  am  deeply 
committed  to  equal  employment  opportunity  and  work  force  diversity.    As  an  Asian 
American,  I  have  personally  experienced  prejudice  and  stereotypical  assumptions  solely  based 
on  heritage.    As  Administrator,  I  will  ensure  that  we  hire  and  promote  persons  from 
previously  under-represented  groups— not  special  treatment,  but  opportunity.   We  have 
already  intensified  recruitment  efforts  for  under-represented  populations,  and  AMS 
established  a  cooperative  program  with  Southern  University  a  few  years  ago  to  develop  the 
next  generation  of  agricultural  leaders  that  includes  people  of  all  backgrounds.   We  placed  an 
employee  on  campus  to  help  establish  a  curriculum  in  livestock  animal  science,  and  to  serve 
as  a  recruiter  and  ambassador  of  good  will  for  the  agency.    The  program  offers  scholarships 
to  outstanding  students,  summer  employment,  and  an  opportunity  for  permanent  employment. 


BUDGET  REQUESTS 
Our  budget  proposal  takes  a  further  step  toward  diversifying  employment  in  the 
agricultural  marketing  sector  by  expanding  training  opportunities  for  minorities. 

In  this  spirit,  AMS  is  requesting  $1.2  million  to  establish  a  Center  of  Excellence  at 
Prairie  View  University.    The  proposed  Center  of  Excellence  for  World  Food  Distribution 
Training  is  a  joint  effort  by  USDA  agencies-ERS,  FNS,  FAS,  and  OICD--with  Prairie  View 
and  cooperating  universities.    The  rapidly  changing  world  agricultural  marketplace  needs 
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well-trained  and  knowledgeable  people  to  work  in  the  distribution,  transportation,  and  trade 
of  food  and  fiber  products.    Currently,  only  a  small  number  of  minorities  work  in  the 
domestic  and  international  transportation  and  distribution  industry.    The  Center  would  focus 
on  food  distribution  training  from  domestic  ani.  international  marketing  perspectives  to 
provide  minority  students  with  a  strong  educational  foundation  to  pursue  a  career  in  this 
field.    The  Center  will  be  a  valuable  source  of  highly  qualified  minority  candidates  for 
professional  food  and  fiber  transportation,  distribution  and  trade  careers  in  the  private  sector 
and  the  government. 

Our  other  program  increase  is  for  $351  thousand  to  fulfill  recently  legislated 
temperature  requirements  in  the  Egg  Products  Inspection  Act.    AMS  is  responsible  for 
verifying  that  registered  shell  egg  packing  plants  are  complying  with  these  requirements. 
The  increase  would  fund  the  additional  time  needed  for  Federal  and  State  inspectors  to 
perform  temperature  checks  at  all  registered  packing  plants  and  in  thousands  of  transport 
vehicles. 

The  remainder  of  our  budget  proposals  under  current  legislation  are  for  pay  raise  and 
non-salary  cost  increases,  and  reductions  in  employment  and  administrative  costs.    These 
requests  are  applied  across  all  program  activities. 

LEGISLATIVE  PROPOSALS 
In  the  interest  of  equity  and  budget  reduction,  we  have  submitted  changes  to 
authorizing  legislation  that  would  allow  AMS  to  establish  and  retain  user  fees  for  the 
development  of  quality  standards  and  second  shift  inspection  of  egg  products. 
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Quality  standards  activities  are  currently  funded  by  an  appropriation  which  is  offset 
by  reimbursements  to  Treasury  from  assessments  for  grading  services.    AMS  proposes  to 
retain  the  funds  collected  from  user  fees.    Appropriated  funding  for  standardization  can  then 
be  eliminated.   Since  the  beneficiaries  are  now  paying  for  AMS  standards,  it  is  inappropriate 
for  the  budget  to  reflect  the  activity  as  funded  from  tax  dollars.   This  proposal  would  reduce 
budget  authority  and  streamline  the  administration  of  the  program  and  its  funding.    AMS 
retention  of  user  fees  would  generate  a  savings  of  $4.4  million  in  appropriated  funding. 

All  egg  product  inspection  activities,  except  for  overtime,  are  funded  by 
appropriation.    The  legislation  authorizes  user  fees  for  overtime  work.    We  propose  that  the 
legislation  be  amended  to  authorize  AMS  to  assess  user  fees  to  all  egg  processing  plants  that 
require  inspection  services  beyond  a  single  shift.   This  proposal  would  reduce  our 
appropriated  request  by  $1.7  million. 

BUDGET  REQUEST  SUMMARY 
To  summarize,  we  are  requesting  a  total  of  $58.5  million  in  appropriated,  current  law 
funds  to  support  the  work  of  our  Marketing  Services  programs,  $1.25  million  for  our 
Federal-State  Marketing  Improvement  program,  and  $16.5  million  from  Section  32  funds  for 
administration  of  commodity  purchase  services  and  marketing  agreements  and  orders. 
Approval  of  our  legislative  proposals  to  charge  user  fees  for  second-shift  egg  products 
inspection  and  standardization  would  reduce  our  Marketing  Services  request  by  $6.1  million 
for  a  total  of  $52.4  million. 
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Thank  you  for  this  opportunity  to  present  our  budget  proposals.    I  will  be  pleased  to 
answer  any  questions  at  this  time. 
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LON  S.  H  AT  AMI  Y  A 


Lon  Hatamiya  was  born  and  raised  in  Marysville,  California,  where  his  family  has  been 
farming  for  the  past  90  years.    He  graduated  with  honors  from  Harvard  University,  with  an 
A.B.  in  Economics.    He  received  his  M.B.A.  in  Entrepreneurial  Studies  and  International 
Business  from  the  Anderson  Graduate  School  of  Management  at  UCLA,  and  his  J.D.  from 
the  UCLA  School  of  Law.   He  is  admitted  to  practice  law  in  California. 

Lon  has  worked  in  the  private  sector  in  various  capacities  over  the  last  ten  years.   As  a 
purchasing  manager  with  the  Proctor  and  Gamble  Company  in  Cincinnati,  Ohio,  he  assisted 
in  the  development  of  material  acquisition  and  allocation  strategies  for  their  numerous 
production  facilities  around  the  world.   Lon  has  also  served  as  a  consultant  to  the  Sony 
Corporation  in  Japan,  developing  a  marketing  strategy  for  broadcast  equipment  in  Western 
Europe;  and  to  the  Port  of  Long  Beach,  developing  a  long-term  intermodal  transportation 
strategy.   In  addition,  Lon  was  an  attorney  with  the  national  law  firm  of  Orrick,  Herrington 
&  Sutcliffe,  in  the  practice  of  public  finance,  corporate,  and  political  law.    In  the  3rd 
Assembly  District  in  Northern  California,  Lon  was  the  Democratic  nominee  and  the  first 
Japanese  American  to  run  for  the  State  Legislature  in  the  last  decade. 

Prior  to  accepting  his  appointment  to  the  USDA,  Lon  was  involved  in  the  general 
management  of  his  family's  farming  business,  H.B.  Orchards  Company,  Inc.,  in  Marysville, 
California,  which  grows  J200  acres  of  prunes,  peaches,  walnuts,  and  almonds.   He  was  also 
founder  and  President  of  BHP  Associates,  Inc.,  an  economic  development,  education,  and 
agribusiness  consulting  firm,  in  Sacramento,  California. 

In  1991,  Lon  was  selected  for  the  California  Agricultural  Leadership  Program  of  the 
California  Agricultural  Education  Foundation,  comprising  top  leaders  of  California 
agriculture.    He  was  appointed  by  the  California  State  Assembly  in  1992  to  serve  on  the 
Rural  Economic  Development  Infrastructure  Panel.   He  also  served  on  the  Boards  of 
Directors  of  Planned  Parenthood  of  the  Sacramento  Valley  and  the  Marysville  Chapter  of  the 
Japanese  American  Citizens  League  (J ACL);  as  President  of  the  Sacramento  Chapter  of  the 
JACL,  where  he  was  recognized  for  his  longtime  work  on  obtaining  reparations  for  Japanese 
Americans  interned  during  World  War  II;  as  Board  Consultant  to  the  Yuba  Sutter  Big 
Brothers  and  Big  Sisters;  as  Co-Chair  of  the  Finance  Committee  and  member  of  the 
Executive  Committee  of  the  California  Democratic  Party;  and  as  a  member  of  the  Policy 
Committee  of  the  California  Association  of  Family  Farmers. 

Lon  and  his  wife  Nancy  are  the  parents  of  two  boys,  Jon,  two  years  old  and  George,  born  in 
February. 
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AGRICULTURAL  MARKETING  SERVICE 
Purpose  Statement 

The  Agricultural  Marketing  Service  (AMS)  was  established  by  the  Secretary  of 
Agriculture  on  April  2,  1972.  AMS  carries  out  programs  authorized  by  approximately 
50  different  statutory  authorities,  the  primary  ones  being  the  Agricultural 
Marketing  Act  of  1946  (7  U.S.C.  1621-1627);  the  Agricultural  Marketing  Agreement 
Act  of  1937  (7  U.S.C.  601-602,  608a-608e,  610,  612,  614,  624,  671-674);  the  U.S. 
Cotton  Standards  Act  (7  U.S.C.  51-65);  the  Cotton  Statistics  and  Estimates  Act  (7 
U.S.C.  471-476);  the  Tobacco  Inspection  Act  (7  U.S.C.  51 1-51 lq);  the  Perishable 
Agricultural  Commodities  Act  (7  U.S.C.  499a-499s);  the  Egg  Products  Inspection  Act 
(21  U.S.C.  1031-1056);  Section  32  (15  U.S.C.  713c);  Transportation  Provisions  of 
the  Agricultural  Adjustment  Act  of  1938  (7  USC  1281  et  seq.);  Agricultural  Trade 
and  Assistance  Act  of  1954  (7  USC  1427,  1431,  1691,  et  seq.);  Rural  Development  Act 
of  1972  (7  USC  2662,  2663);  International  Carriage  of  Perishable  Foodstuff  Act  of 
1982  (7  USC  4401-4406);  Capper-Vol stead  Act  (7  USC  291,  292);  Pesticide 
Recordkeeping  (7  USC  1351-1);  Plant  Variety  Protection  Act  (7  USC  2321  note.);  and 
numerous  research  and  promotion  acts. 

The  primary  objective  of  AMS  Is  to  carry  out  a  wide  range  of  programs  that 
facilitate  the  marketing  and  distribution  of  agricultural  products;  ensure  fair 
trading  practices;  and  assure  consumers  of  an  abundant,  high  quality  food  supply. 
AMS  promotes  a  strategic  marketing  perspective  that  adapts  product  and  marketing 
decisions  to  consumer  demands,  as  well  as  to  changing  domestic  and  international 
marketing  practices  and  technologies.  This  is  achieved  through  the  collection  and 
dissemination  of  market  news  information,  the  establishment  of  grading  standards, 
the  promotion  of  an  efficient  agricultural  transportation  system,  the  provision  of 
inspection  and  grading  services,  and  through  various  marketing  development 
programs.  Approximately  seventy  percent  of  the  funds  needed  to  finance  these 
activities  are  derived  from  user  fees. 

The  Agricultural  Marketing  Service  administers  the  following  programs: 

1.  Market  news  service:  The  market  news  program  entails  the  collection,  analysis 
and  dissemination  of  supply,  inventories,  prices  and  other  market  information 
for  numerous  agricultural  commodities,  including  cotton  and  cottonseed;  dairy 
products;  fruits  and  vegetables;  livestock,  meat  and  grains;  poultry  products; 
and  tobacco. 

Market  news  provides  timely,  accurate,  and  unbiased  information  to  assist 
producers,  growers,  and  marketers  of  farm  products  in  making  crucial  decisions 
on  where  and  when  to  sell,  and  at  what  price.  The  collection  of  market 
information  is  a  joint  effort  by  Federal  and  State  reporters. 

2.  Inspection,  grading  and  standardization  services:  AMS  develops  and  maintains 
standards  of  quality  and  condition  for  use  in  the' trading  of  agricultural 
commodities.  These  standards  provide  a  common  language  for  buyers  and  sellers 
of  commodities  both  here  and  abroad.  AMS  provides  grading  and  certification 
services  upon  request  for  numerous  agricultural  commodities,  including  cotton, 
dairy  products,  fruits  and  vegetables,  livestock  and  meat,  poultry  and  eggs, 
and  tobacco.  AMS  also  provides  continuous  in-plant  inspection  to 
manufacturers  of  liquid,  frozen,  or  dried  egg  products  to  ensure  that  egg 
products  are  wholesome,  unadulterated,  and  fit  for  human  consumption;  inspects 
egg  handlers  and  hatcheries  quarterly  to  ensure  the  proper  disposition  of 
restricted  eggs;  and  controls  the  importation  of  egg  products  to  ensure  that 
U.S.  requirements  are  met. 
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Inspection  and  grading  activities  are  performed  by  Federal  employees  and 
Federally-supervised  State  employees.  The  egg  products  Inspection  program  Is 
mandatory  and  1s  funded  from  appropriations.  Grading  activities  are  provided 
on  a  fee-for-servlce  basis. 

The  laboratory  services  program  conducts  tests  on  agricultural  commodities  to 
aid  in  assigning  grades  to  submitted  samples.  The  program  also  assures  that 
commercial  and  private  laboratories  are  performing  tests  in  a  consistent, 
uniform,  and  accurate  manner. 

3.  Market  protection  and  promotion  services:  AMS  administers  programs  under 
several  laws  which  authorize  the  collection  of  pesticide  residue  Information, 
ensure  proper  marketing  practices,  stimulate  innovative  and  improved  commodity 
marketing,  and  provide  assistance  to  industry- sponsored  activities.  The 
Pesticide  Data  program  provides  statistically-based  data  on  pesticide  use  and 
residue  levels  for  selected  commodities  to  public  agencies  for  policy  making, 
regulatory  and  educational  purposes.  The  Pesticide  Recordkeeping  program 
establishes  Federal  regulations  requiring  non-commercial  applicators  to  keep 
records  of  pesticides  used  in  agricultural  production.  The  Federal  Seed  Act 
requires  truthful  labeling  of  seeds  shipped  in  Interstate  commerce  to  prevent 
misrepresentation.  The  Plant  Variety  Protection  Act  encourages  the 
development  of  novel  varieties  of  sexually  reproduced  plants  by  providing 
patent-like  protection  to  developers.  The  Organic  Certification  program  will 
certify  that  organically  produced  food  products  meet  national  standards.  In 
addition,  AMS  provides  oversight  and  direction  to  several  industry-funded 
research  and  promotion  programs.  There  are  active  research  and  promotion 
programs  for  beef,  cotton,  dairy  products,  eggs  and  egg  products,  fluid  milk, 
honey,  mushrooms,  pork,  pecans,  potatoes,  soybeans,  and  watermelons.  These 
programs  are  funded  by  producer  assessments  collected  and  used  by  industry  to 
broaden  and  enhance  local  and  national  markets  for  various  commodities. 

4.  Transportation  services:  This  program  provides  technical  and  administrative 
direction,  coordination,  and  leadership  1n  the  development  and  execution  of 
agricultural  transportation  policies  and  activities.  The  program's  mission  is 
to  represent  the  Interests  of  agriculture  and  rural  communities  in  the  U.S.  to 
assure  the  availability  of  an  adequate  and  economical  transportation  system, 
domestically  and  internationally. 

5.  Wholesale  market  development:  Under  this  program,  AMS  provides  technical 
advice  and  assistance  to  States  and  municipalities  that  are  interested  in 
creating  or  upgrading  wholesale  market  facilities.  AMS  also  conducts 
cooperative  feasibility  studies  1n  cooperation  with  other  government  agencies 
and  the  private  sector  to  evaluate  and  suggest  Improvements  in  the  efficiency 
with  which  agricultural  commodities  are  handled  and  marketed. 

6.  Federal-State  marketing  improvement  program:  This  program  provides  matching 
funds  for  State  Departments  of  Agriculture  projects  Intended  to  improve  local 
marketing  systems.  The  aim  of  the  program  is  to  reduce  marketing  costs  for 
producers  and,  ultimately,  food  costs  for  consumers.  Projects  include 
development  of  innovative  marketing  techniques,  testing  study  findings  in  the 
marketplace,  and  expanding  State  expertise  in  providing  service  to  marketers 
of  agricultural  commodities. 

7.  Perishable  Agricultural  Commodities  Act:  This  program  promotes  fair  trading 
in  the  fruit  and  vegetable  industry.  It  protects  producers,  shippers, 
distributors  and  retailers  of  fresh  and  frozen  fruits  and  vegetables  from 
financial  loss  due  to  buyer  bankruptcy  or  unfair  and  fraudulent  practices  in 
the  marketing  of  perishable  agricultural  commodities.  The  program  also 
prohibits  the  unwarranted  destruction  or  dumping  of  farm  products  handled  for 
others. 
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£.   Strengthening  agricultural  markets  and  producer  income  (Section  32):  This 

program  provides  price  assistance  to  producers  through  the  purchase  of  surplus 
and,  as  necessary,  other  agricultural  commodities  from  regular  market  outlets. 
Contracting  offices  use  both  Section  32  program  funds  and  appropriated  funds 
of  the  Food  and  Nutrition  Service  to  make  these  purchases.  All  commodities 
purchased  are  transferred  to  the  Food  and  Nutrition  Service  for  distribution 
to  schools,  the  elderly,  and  to  other  domestic  food  assistance  programs. 

AMS  develops  and  maintains  standard  food  specifications  used  government-wide 
to  provide  a  more  efficient  Federal  food  procurement  service. 

AMS  supervises  the  administration  of  marketing  agreement  and  order  programs 
and  conducts  public  hearings  and  referenda  to  determine  producer  sentiment 
toward  the  establishment  of  new  programs  and  revisions  to  current  programs. 
Marketing  orders  maintain  orderly  market  conditions  by  establishing  minimum 
prices  which  handlers  pay  to  producers  for  milk  and  dairy  products  and  by 
regulating  the  quality,  quantity,  or  sire  of  fruits  and  vegetables  which 
handlers  may  market  in  commercial  channels. 

9.   Work  performed  for  others:  AMS  provides  services  for  Federal,  State,  and 
private  industry  on  a  reimbursable  basis,  primarily  in  connection  with  the 
commodity  grading  and  inspection  programs. 

AMS  headquarters  are  located  in  Washington,  D.C.,  with  approximately  197  year-round 
and  seasonal  field  offices.  The  peak  employment  period  for  AMS  occurs  during  the 
four  month  period,  September  through  December,  due  to  the  seasonal  nature  of  the 
cotton,  tobacco,  and  fruit  and  vegetable  grading  programs.  Employment  during  the 
peak  period  averaged  5,811  during  FY  1993.  As  of  September  30,  1993,  there  were 
3.552  full-time  employees  and  1,796  other  than  permanent  full-time  employees.  Of 
this  number,  employees  assigned  to  field  office  locations  totaled  2,789  full-time 
and  1,775  other  than  permanent  full-time  employees. 
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AGRICULTURAL  MARKETING  SERVICE 

Available  Funds  and  Staff -Tears 

1993  Actual  efld.  Estimated.  1994  »nd  1995 


1993 

1994 

1995 

I  tea 

Actual 

Estiaated 

Estimated 

Staff- 

Staff- 

ittmH- 

Amount 

Years 

Amount 

Years 

Amount 

Years 

Agricultural  Marketing 

Service: 

Market  ins  Services  .... 

S56, 139,000 

699 

SS7.4S6.000 

725 

858,541,000 

706 

Payments  to  States 

1.250.000 

-- 

1.300.000 

-- 

1.250.000 

-- 

Total  

57,389.000 

699 

58, 756, 000 

725 

59,791,000 

706 

Obligations  under  other 

USOA  eoDrooriations: 

Agricultural  Research  . 

Service  for  statistical 

10,000 

"" 

10,000 

"" 

10,000 

•  - 

Federal  Grain  Inspection 

Service  for  statistical 

231,900 

4 

230,000 

4 

230.000 

4 

Food  I  Nutrition  Service 

for  commodity  procure- 

709,000 

13 

729,000 

13 

729,000 

13 

Food  Safety  I   Inspection 

Service  for  statistical 

7,000 

.. 

.. 

.. 

•  • 

.. 

Foreign  Agri .  Service 

for  Merging  deaocra- 

743,965 

1,402,000 

5 

1,402,000 

5 

Off ice  of  International 

Cooperation  t  Developat 

173,487 

87,000 

1 

87,000 

1 

Packers  I   Stockyards 

Administration  for 

statistical  services  .. 

: 

-• 

25,000 

-- 

25,000 

-- 

National  Agricultural 

Statistical  Service 

for  Statistical  Servicer 

t                 10,000 

-- 

10,000 

-- 

10.000 

-- 

Miscellaneous 

22.000 

.. 

15.000 

.. 

15.000 

.. 

Total,  Other  USOA 

1,907,352 

21 

2,508.000 

23 

2.508.000 

23 

Total,  Agriculture 

Appropriations  .... 

59,296,352 

720 

61.264,000 

748 

62.299.000 

729 

Permanent  Appropriations 

Funds  for  Strengthening 

Markets,  Incoae,  and 

Supply  (Section  32)  .. 

!  4,978,817,276 

165 

5.355,068,525 

170 

5,701,399.755 

169 

Recovery  of  prior  year 

obligations  .......... 

39,736,525 

120,787,568 

:  -4,351, 863, 060 

a,*, 

.. 

.. 

246,300,847 
-4,832.053,127 

.. 

289,891,245 

.. 

Deduct  transfers  out  ... 

-- 

.- 

-5.274,818,000 

: 

-246.300.847 

*>• 

-289.891.245 

.. 

-300.000.000 

-- 

Net  AMS  

•   541,'in:4o2 

• 16* 

479;42S,000 

i70 

416,473,000 

"  169 

Perishable  Agricultural 

Coaaodities  Act  Fund  .. 

6.920.636 

125 

7.820.000 

127 

7.881.000 

IF 

Total,  Permanent 

548,098,098 

290 

487,245,000 

297 

424,354,000 

296 

Non-Federal  Funds: 

American  Egg  Board  for 

80,000 

80,000 

•     1 

80,000 

1 

Reef  Board  for 

195,864 

200,000 

2 

200,000 

2 

Cotton  Board  for 

167,333 

189,000 

2 

189,000 

2 

Dairy  Board  for 

470.303 

460,000 

5 

460,000 

Fluid  Milk  Board 

. 

-- 

200,000 

2 

200,000 

Freshcut  Flowers  Board 

• 

-- 

109.000 

109,000 

Money  Board  for 

105.000 

94,000 

94,000 

Liae  Board  for 

14.000 

-- 

99,000 

99,000 

Mushrooa  Board  for 

140.000 

96,000 

96.000 

Pecan  Board  for 

131.000 

98,000 

98,000 
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AGRICULTURAL  MARKETING  SERVICE 

Available  Funds  and  Stiff -Tears 

1993  Actual  and  Estimated.  1994  and  1995 


1993 

1994 

1995 

Item 

Actual 

Estimated 

Estimatec 

Staff-: 

Staff-: 

Staff- 

Amount 

Years  : 

Amount 

Tears  : 

Amount 

Years 

Pork  Board  for 

186,000  ! 

2: 

200,000  : 

2: 

200,000  : 

2 

Potato  Board  for 

158,486  : 

2 

97,000  i 

1: 

97,000  . 

1 

Soybean  Board  for 

171,000  i 

i. 

300,000  ! 

i. 

300,000 

3 

Uatenaelon  Board  for 

92,000 

i 

99,000 

1 

99,000 

1 

Egg  products  inspection 

960,339 

-- 

924,000 

-- 

924,000 

*  * 

Fees  for  grading  of 

cotton  and  tobacco  ... 

46,830,262 

856 

55,953,000 

788 

57.054,000 

784 

Grading  of  far*  pro- 

ducts for  producers. 

processors,  and 

Municipal,  State  and 

Federal  Agencies  .... 

95.596,578 

1.837 

100,945,000 

1,863 

100,945,000 

1,860 

Milk  Market  Administra- 

tors for  Federal  Tele- 

communications  System 

employee  compensation 

I  New  Tork  Market 

105,000 

: 

190,000 

: 

190,000 

-- 

States  for  collection 

I   dissemination  of 

market  news 

144.843 

4 

126.000 

4 

126.000 

4 

Total,  Non-Federal 

:   145,548,008 

:  2,719 

160,459,000 

:  2,679 

161,560,000 

:  2,672 

Funds  

Milk  Market  Orders 

36.693.709 

!   556 

39.263.000 

556 

42.011.000 

556 

Total,  Agricultural 

789.636.167 

•  4.285 

748.231.000 

!  4.280 

690.224.000 

•  4.253 
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AGRICULTURAL  MARKETING  SERVICE 


Permanent  Positions  bv  Grade  and  Staff-Year  Summary 
1993  and  Estimated  1994  and  1995 


1993 

1994      :: 

1995 

GRADE      : 

HEAD-: 

:HEAD-: 

HEAD- : 

OTRS.: 

FIELD; 

total! 

:0TRS.: 

FIELD; 

total!! 

OTRS.: 

FIELP! 

TOTAL— 

ES-6        : 

1: 

1: 

:    l! 

1:! 

l! 

1 

ES-5        : 

2: 

— : 

2: 

:    2: 

— : 

2:: 

2: 

— : 

2 

ES-4        : 

8: 

— ; 

8: 

:    8: 

— : 

8:: 

8: 

— : 

8 

ES-2        : 

1: 

— : 

1: 

:    1: 

— : 

1:: 

1: 

— : 

1 

ES-1 

1: 

— : 

1: 

:    1: 

— : 

1:: 

— : 

-- : 

-- 

GS/15 

31 

l! 

32: 

:   31 

i! 

32!! 

29! 

l! 

30 

GS/14 

82 

18 

100: 

82. 

18: 

100: 

79: 

18 

97 

GS/13 

132 

56. 

188: 

:  135 

58: 

193: 

131: 

56 

187 

GS-12 

170 

176' 

346: 

:  172 

179. 

351: 

172: 

178 

350 

GS-11 

71 

237 

308: 

74 

241: 

315: 

71: 

239 

310 

GS-10 

1 

7- 

8: 

:    1 

7. 

8: 

1: 

7 

8 

GS-9 

48 

756 

804: 

48 

756 

804: 

48: 

756 

804 

GS-8 

8 

258 

266: 

9 

265 

274: 

8' 

263 

271 

GS-7 

61 

323 

384: 

62 

324 

386: 

61 

323 

384 

GS-6 

62 

50 

112: 

63 

53 

116: 

62 

52 

114 

GS-5 

57 

211 

268: 

:   57 

212 

269: 

57 

211 

268 

GS-4 

43 

157 

200: 

44 

159 

203: 

44 

158 

202 

GS-3 

14 

30 

44: 

14 

30 

44: 

14 

30 

44 

GS-2 

1 

— 

1: 

:    1 

— 

1: 

1 

— 

1 

Milk  Market 

Orders  Adminis- 

trators &  Staff. 

— 

549 

549: 

: 

570 

570: 

— 

570 

570 

Ungraded 

Positions  

2 

27 

29  i 

!    2 

;   27 

29! 

2 

27 

29 

Total  Permanent 

Positions  

■  796 

!2.856 

:  3.652! 

!  808 

!2.900 

3.708! 

!  792 

,2.89? 

!3.681 

Unfilled 

Positions 

end-of-year  .... 

■  -33 

■  -48 

-81 : 

• 

:   — 

— : 

: 

: 

: 

Total,  Permanent 

Employment,  end- 

of  year  

:  763. 

2.808 

!  3.57l! 

j  808. 

:?|9°° 

!  3.708! 

i  792 

:?i889 

!3.681 

Staff-Years: 

Ceilino.  

;  727 

=3.558 

j  4.285! 

;  74? 

!3.531 

!  4.280! 

!  733 

;3.52Q 

!4.253 

772 
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AGRICULTURAL  MARKETING  SERVICE 

CLASSIFICATION  BY  OBJECTS 

1993  and  Estimated  1994  and  1995 

1993        1994        1995 
Personnel  Compensation: 

Headquarters  $9,719,476  $10,770,000   $10,468,000 

Field  16.613.756   17.728.000    18.065.000 

11  Total  personnel 

compensation  26,333,232   28,498,000    28,533,000 

12  Personnel  benefits  5,688,014    6,101,000    6,118,000 

13  Benefits  for  former 

personnel  61.629      79.000       77.000 

Total  personnel 

compensation  and  benefits  32.082.875   34.678.000    34.728.000 

Other  Objects: 

21  Travel  1,700,416    2,016,000    1,981,000 

22  Transportation  of  things  99,694     102,000      101,000 

23.2  Rental  payments  to  others  543,317     492,000      484,000 

23.3  Communications,  utilities 

and  misc.  charges 2,078,639    2,134,000    2,327,000 

24   Printing  and  reproduction  637,034     412,000      405,000 

25.1  Consulting  services  208,000     175,000      100,000 

25.2  Other  services  10,320,319   13,252,000    14,247,000 

25.3  Purchases  of  goods  and 
services  from 

Government  Accounts 2,425,852    2,426,000    2,426,000 

25.5  Research  and 

development  contracts  ...  202,500     203,000      203,000 

26   Supplies  and  materials  ..  1,037,925     612,000      602,000 

31  Equipment  4,090,490     954,000      937,000 

32  Land  and  structures  4,049 

41   Grants,  subsidies  and 

contributions  1,233,043    1,300,000     1,250,000 

43   Interest  and  dividends  ..  2.000       —     — 

Total  other  objects  24.583.278   24.078.000    25,063,000 

Total  obligations  56.666.153   58.756.000    59.791.000 

Position  Data: 

Average  Salary,  ES 

positions  $106,769    $111,285     $116,576 

Average  Salary,  GS 

positions  31,627      32,748       33,765 

Average  Grade,  GS 

positions  8.80       8.81        8.81 
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AGRICULTURAL  MARKETING  SERVICE 

The  estimates  include  appropriation  language  for  this  item  as  follows  (new 
language  underscored;  deleted  matter  enclosed  in  brackets): 

Marketing  Services: 

For  necessary  expenses  to  carry  on  services  related  to 
consumer  protection,  agricultural  marketing  and  distribution, 
transportation,  and  regulatory  programs  as  authorized  by  law, 
and  for  administration  and  coordination  of  payments  to  States; 
including  field  employment  pursuant  to  section  706(a)  of  the 
Organic  Act  of  1944  (7  U.S.C.  2225),  and  not  to  exceed  $90,000 
for  employment  under  5  U.S.C.  3109,  [$61,614,000;]  $58.541.000: 
of  which  not  less  than  [$2,346,000]  $2.326.000  shall  be  available 
for  the  Wholesale  Market  Development  Program  for  the  design  and 
development  of  wholesale  and  farmer  market  facilities  for  the  major 
metropolitan  areas  of  the  country;  Provided,  That  this  appropriation 
shall  be  available  pursuant  to  law  (7  U.S.C.  2250)  for  the  alteration 
and  repair  of  buildings  and  improvements,  but,  unless  otherwise 
provided,  the  cost  of  altering  any  one  building  during  the  fiscal 
year  shall  not  exceed  10  per  centum  of  the  current  replacement 
value  of  the  building. 

[Fees  may  be  collected  for  the  cost  of  standardization  activities, 
as  established  by  regulation  pursuant  to  law  (31  U.S.C.  9701).] 

The  change  in  language  is  to  delete  appropriation  language  authorizing  the 
collection  of  fees  for  standardization  activities.  A  change  to  the 
authorizing  legislation  will  be  submitted  to  the  Congress  instead  of 
authorizing  new  user  fees  in  the  appropriation  language. 
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MARKETING  SERVICES  —  CURRENT  LAW 

Appropriations  Act,  1994  $61,614,000 

Budget  Request,  1995  58.541.000 

Decrease  in  Appropriation  -3.073.000 

Adjustments  in  1994: 

Appropriations  Act,  1994  $61,614,000 

Activities  transferred  per  Secretary's 

Reorganization  Authority  a/  -4.158.000 

Adjusted  base  for  1994  57,456,000 

Budget  Request,  Current  Law,  1995  58.541.000 

Increase  over  adjusted  1994  +1. 085.000 

a/  Reflects  the  FY  1994  transfer  of  $4,158,000  to  Agricultural  Cooperative 
Service  pursuant  to  the  Secretary's  Reorganization  Authority. 

MARKETING  SERVICES  -  PROPOSED  LEGISLATION 

Budget  Estimate,  Current  Law,  1995  $58,541,000 

Cnange  due  to  proposed  legislation  -6.148.000 

Net  Request,  President's  1995  Budget  Request  52.393.000 

SUMMARY  OF  INCREASES  AND  DECREASES  —  CURRENT  LAW 
(On  basis  of  adjusted  appropriation) 

1994  Program    1995 

Item  of  Chanoe  Estimated    Pay  Cost     Changes   Estimated 

Market  News  Service  $19,452,000  +$143,000  -$220,000  $19,375,000 

Inspection  and  Standardization  .  17,452,000  +134,000  +175,000  17,761,000 

Market  Protection  and  Promotion  15,571,000  +34,000  +849,000  16,454,000 

Wholesale  Market  Development  ...  2,346,000  +15,000  -35,000  2,326,000 

Transportation  Services  2.635.000  +23.000  -33.000  2.625.000 

Total  Available  57.456.000    +349.000    +736.000  +58.541.000 

PROJECT  STATEMENT  -  CURRENT  LAW 
(On  basis  of  adjusted  appropriation) 


1993  Acti 

1994  Est 

mated 

Increase 
or 

1995  Estimatec 

Staff- 

Staff- 

Staff- 

Amount 

Years 

Amount 

Years 

Decrease 

Amount 

Years 

1.  Market  News 

Service: 

(a)  Cotton  and 

cottonseed. 

$1,895,700 

26 

$2,042,000 

26 

-$6,000 

$2,036,000 

25 

(b)  Dairy      : 

products  . . 

648,462 

9 

564,000 

8 

-2,000 

562,000 

8 

(c)  Fruits  and 

vegetables. 

5,691,648 

103 

5,588,000 

99 

-23,000 

5,565,000 

98 

(d)  Livestock, 

meats&grain 

7,494,037 

120 

7,703,000 

122 

-34,000 

7,669,000 

120 

(e)  Poultry 

products  . . 

2,616,190 

39 

2,594,000 

40 

-9,000 

2,585,000 

39 

(f)  Tobacco  

734.196 

15 

961.000 

19 

-3.000 

958.000 

18 

Total , 

Market  News 

:       (1) 

Service  

19,080,233 

312 

19,452,000 

314 

-77,000 

19,375,000 

308 
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PROJECT  STATEMENT 
(On  basis  of  adjusted  appropriation) 


1993  Acti 

1994  Estim, 

Increase     1995  Estimated 

Staff-  : 

Staff-  : 

or              : 

Staff- 

Amount 

Years 

Amount 

Years  : 

Decrease    Amount 

Years 

insDect.  and  : 

Standardiza.  : 

:         : 

)  Egg  products: 

;            ; 

inspection: : 

12,247,744: 

202  : 

13,000,000: 

209  : 

+339,000:13,339,000: 

209 

)  Standardiza.: 

4.658.760: 

69  : 

4.452.000: 

70  : 

-30.000:  4.422.000: 

68 

tal ,  Inspec.  : 

(2): 

Standardiza. . : 

16.906.504: 

271  : 

17.452.000: 

279  : 

+309.000:17.761.000: 

277 

Market  Pro- 

tection and  : 

'                    : 

Promotion:   : 

:         : 

)  Federal     : 

;           ; 

Seed  Act  . . : 

1,071,496: 

15  : 

1.191,000: 

16  : 

-22,000:  1,169,000: 

15 

:)  Market  deve- 

lopment and 

assistance. 

:13.543.300 

39 

:14.380.000 

52 

+905.000 

15.285.000 

44 

:U1,  Market 

Protection  and 

:       0) 

Promotion  

:14,614,796 

54 

:15,571,000 

68 

+883,000 

16,454,000 

59 

Wholesale 

Market 

:       (4) 

Development. 

:  2,276,214 

:    27 

:  2,346,000 

29 

:    -20,000 

2,326,000 

28 

.  Transporta- 

:      (5) 

tion  Svcs.  . 

:  2.555.363 

35 

:  2.635.000 

35 

-10.000 

2.625.000 

34 

-(obligated  bal 

705,890 

•        _  _ 

"            —  — 

Dtal ,  available 

dt  estimate  .. . 

: 56. 139.000 

699 

: 57. 456. 000 

:   725 

:  +1.085.000 

58.541.000 

706 

-ansfer  to: 

Dffice  of  Asst. 

Secretary  for 

Administration 

+28,000 

: 

: 

: 

: 

— 

: 

-cononnc 

Research  

+29,000 

: 

: 

: 

: 

: 

: 

-Jorld  Agri . 

Dutlook  Board. 

+25,000 

: 

: 

: 

: 

: 

: 

Agricultural 

Cooperative 

Service  

— 

:+4. 158.000 

• 

;  -4.158.000 

— 

— 

Dtal 

appropriation. . 

: 56. 221. 000 

699 

:61.614.000 

:   725 

:  -3,073.000 

■58.541.000 

706 

EXPLANATION  OF  PROGRAM 

Market  News  Service: 

-ie  market  news  program  is  carried  out  under  the  following  authorities: 

Agricultural  Marketing  Act  of  1946 

Cotton  Statistics  and  Estimates  Act  of  1927 

Naval  Stores  Act 

Tobacco  Inspection  Act  of  1935 

U.S.  Cotton  futures  Act 

Peanut  Statistics  Act 
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Karket  news  informati 
products,  fruits  and 
and  tobacco.  Market 
farm  products,  as  wel 
market  information, 
international  markets 
agreements,  inventor i 
agricultural  commodit 
information  are  in  a 
sell ,  and  at  what  pri 


on  is  gathered  on  various  agricultural  products  including  dairy 
vegetables,  livestock  and  meat,  grain,  poultry,  eggs,  cotton 
news  provides  those  engaged  in  the  production  and  marketing  of 
1  as  related  industries  with  timely,  accurate,  and  unbiased 
This  market  information  covers  local,  regional,  national,  and 

and  includes  current  data  on  supply,  movement,  contractual 
es,  and  prices  at  specific  markets  for  practically  all 
ies.  On  a  day-to-day  basis  those  utilizing  market  news 
position  to  make  the  critical  decisions  of  where  and  when  to 
ce. 


Market  information  is  obtained  by  both  Federal  and  State  reporters  at  trading  points 
or  by  telephone.  Information  collected  by  these  reporters  is  analyzed  and 
disseminated  immediately  to  the  agricultural  community  by  automatic  telephone 
answering  devices,  facsimile  machines,  printed  reports,  radio  and  television, 
newspaper  columns,  and  data  networks.  National  information  is  integrated  with  local 
information  and  released  in  a  form  easily  understood  by  the  industry  and  locality 
served.  Subscription  fees  are  now  charged  for  all  printed  and  mailed  reports  except 
tobacco,  where  mailed  reports  are  free  to  producers.  Legislation  authorizing  the 
investment  of  these  funds  is  contained  in  the  1990  Food,  Agriculture,  Conservation, 
and  Trade  Act. 

Market  News  Workload  Data.  FY  1993: 


Field 

Offices  _ 
Sea- 
sonal 


Commodity 
GrouD 

Year 

Round 

Cotton  and 
Cottonseed 

4 

Dairy  and  Dairy 
Products 

1 

Fruits  and 
Vegetables 

35 

livestock,  Grain, 
and  Meat 

47 

Poultry 
and  Eggs 

13 

Tooacco 

2 

12 


Buyers 

and 
Sellers 

Inter- 
viewed 

Printed 

Reports 

Issued 

fThous.l 

Number 

on 
Mailing 

List 

No.  of 

Federal 

Reporters 

No.  of 

Mkts. 

CoVd. 

2,923 

*  87 

2,605 

8 

11 

460 

113 

2,698 

5 

58 

10,382 

1,154 

17,162 

49 

812 

15,300 

313 

4,676 

69 

672 

1,700 

46 

511 

24 

81 

*575 

*251 

*2,052 

5 

135 

*  Change  in  method  of  reporting 

2.   Inspection.  Grading  and  Standardization: 

This  program  is  carried  out  under  the  following  authorities: 

Agricultural  Marketing  Act  of  1946 
Agricultural  Fair  Practices  Act 
Cotton  Statistics  and  Estimates  Act  of  1927 
U.S.  Cotton  Futures  Act 
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United  States  Cotton  Standards  Act 

Naval  Stores  Act 

Tobacco  Inspection  Act  of  1935 

Tobacco  Statistics  Act 

Wool  Standards  Act 

Egg  Products  Inspection  Act 

Dairy  and  Tobacco  Adjustment  Act  of  1983 

Food  Security  Act  of  1985 

This  program  covers  three  distinct  areas  that  facilitate  the  domestic  and 
international  marketing  of  agricultural  commodities:  development  and  maintenance  of 
commodity  quality  standards,  egg  products  inspection,  and  commodity  grading. 

o.   Standards.  AMS  develops,  reviews,  and  maintains  agricultural  commodity 
standards  that  describe  product  quality  attributes  such  as  taste,  color, 
texture,  yield,  weight,  and  physical  condition.  Standards  are  developed  for 
use  in  grading  cotton,  tobacco,  naval  stores,  wool,  mohair,  livestock  and  meat, 
poultry,  eggs,  fruits,  vegetables,  nuts,  and  dairy  products. 


Standardization  Workload  Data: 


International  and  U.S.  standards 

in  effect,  end  of  year 
Number  of  commodities  covered 
Standards  reviewed 
Standards  revised 


FY  1993 
Actual 


593 

236 

119 

1 


FY  1994   FY  1995 
Estimate  Estimate 


593 

236 

119 

10 


594 

236 

117 

16 


Inspection.  This  activity  involves  continuous  mandatory  inspection  of  egg 
processing  plants  producing  liquid,  frozen,  or  dried  egg  products  to  ensure 
products  sold  are  wholesome,  unadulterated  and  truthfully  labeled.  In 
cooperation  with  State  Departments  of  Agriculture,  shell  egg  grading  operations 
are  inspected  at  least  four  times  yearly  to  control  the  disposition  of  certain 
types  of  undergrade  and  restricted  eggs. 


Eoq  Products  Inspection  Workload  Data: 


Egg  products  inspected  (million  pounds) 
Egg  products  accepted  (million  pounds) 
Egg  products  shifts 
Egg  handler  surveillance  visits 
States  and  Commonwealths  with 

cooperative  agreements 
Official  samples  submitted  for 
analysis: 

Food  chemistry  and  microbiology 

Chemical  residues 


FY  1993 
Actual 

2,388 

53 

131 

6,520 

52 


26,445 
426 


FY  1994   FY  1995 
Estimate  Estimate 


2,580 

55 

132 

5,725 

52 


26,500 
430 


2,787 

55 

132 

5,185 

52 


26,500 
430 


Grading.  The  grading  process  involves  the  application  of  quality  standards  to 
agricultural  commodities.  Grading  services  are  offered  to  users  who  pay 
published  fees  for  services  provided.  These  services  facilitate  marketing  by 
permitting  purchasers  to  buy  commodities  without  having  to  inspect  them 
personally  and  by  providing  an  impartial  evaluation  of  the  quality  of  products 
prior  to  their  sale.  AMS  certification  services  provide  assurance  to  buyers 
that  the  products  they  receive  are  the  quantity  and  quality  specified  in  their 
contract  with  the  seller. 
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Grading  Workload  Data 


FY  1993 

FY  1994 

FY  1995 

Actual 

Estimate 

Estimate 

Cotton  Classifications 

(thousand  bales): 

Smith-Doxey  Amendment 

15,770 

15,800 

15,800 

United  States  Cotton 

Standards  Act: 

Public  Classing  Service 

1 

1 

1 

U.S.  Cotton  Futures  Act 

221 

275 

300 

Total,  Cotton  Classifications 

15,992 

16,076 

16,101 

Poultry  and  Egg  Grading: 

Poultry  products  graded  (includes 

rabbits  -  million  pounds) 

16,110 

16,803 

17,551 

Shell  eggs  graded  (million  dozen) 

1,486 

1,479 

1,468 

Pounds  accepted 

(poultry  -  million  pounds) 

900 

900 

900 

Dozens  accepted  (eggs-million  dozen) 

599 

590 

580 

Meat  Grading: 

Meat  graded  (million  pounds) 

18,000 

18,000 

18,000 

Meat  accepted  (million  pounds) 

1,500 

1,500 

1,500 

Livestock  Grading: 

Livestock  graded  (million  pounds)  16.3      40      40 

Fresh  Fruit,  Vegetable  &  Nut  Grading: 
Product  inspected  (million  pounds) 

Processed  Fruit  and  Vegetable  Grading: 
Product  inspected  (million  pounds) 

Dairy  Grading: 

Butter  graded  (million  pounds) 
Cheese  graded  (million  pounds) 
Dry  milk  graded  (million  pounds) 
Other  products  graded  (million  pounds) 
Plant  inspections 

Tobacco  Grading: 

Flue-cured  (million  pounds) 

Fire-cured  (million  pounds) 

Dark  air-cured  (million  pounds) 

Burley  (million  pounds) 

Tobacco  Reinspection  (million  pounds) 

Imported  Tobacco  Inspection 

(million  pounds) 
TOTAL,  Tobacco  Inspection  and  Grading        2,463      2,393    2,393 

Laboratory  Testing:  (Number  of  Tests  in  Thousands) 
Eastern  Lab: 

Poultry  (Voluntary)  14 

Tobacco-pesticide  16 
Midwestern  Lab: 

Dairy  97 

Miscellaneous  25 

Aflatoxin  Labs  131 

Citrus  Lab  12 

Cottonseed  Lab  28 


30,000 

83,000 

83 

,500 

9,500 

9,600 

9 

,600 

1,006 

1,100 

1 

,100 

83 

100 

150 

333 

400 

500 

134 

140 

160 

906 

900 

950 

836 

811 

811 

18 

20 

20 

9 

10 

10 

736 

714 

714 

266 

258 

258 

598 

580 

580 

14 

15 

15 

12 

97 

97 

25 

25 

140 

140 

13 

13 

27 

27 
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3.   Market  Protection  and  Promotion: 

In  the  administration  of  market  protection  and  promotion  activities  the  Agricultural 
Marketing  Service  operates  under  the  following  authorities: 

Agricultural  Marketing  Act  of  1946 

Capper  Volstead  Act 

Cotton  Research  and  Promotion  Act 

Egg  Research  and  Consumer  Information  Act 

Export  Apple  and  Pear  Act 

Export  Grape  and  Plum  Act 

Federal  Seed  Act 

National  Wool  Act  of  1954 

Plant  Variety  Protection  Act 

Potato  Research  and  Promotion  Act 

Dairy  and  Tobacco  Adjustment  Act  of  1983 

Honey  Research,  Promotion  and  Consumer  Information  Act 

Beef  Promotion  and  Research  Act  of  1985 

Pork  Promotion,  Research  and  Consumer  Information  Act  of  1985 

Watermelon  Research  and  Promotion  Act 

Soybean  Promotion,  Research  and  Consumer  Information  Act  of  1990 

Pecan  Promotion  and  Research  Act  of  1990 

Mushroom  Research,  Promotion  and  Consumer  Information  Act  of  1990 

Lime  Research,  Promotion  and  Consumer  Information  Act  of  1990 

Fluid  Milk  Promotion  Act  of  1990 

a.  Pesticide  Recordkeeping  Program.  This  program  is  authorized  by  the  Food, 
Agriculture,  Conservation,  and  Trade  Act  of  1990  to  ensure  records  of 
federally  restricted  use  pesticides  are  maintained  by  certified  pesticide 
applicators.  This  program  also  requires  records  be  surveyed  to  provide  a 
database  on  the  usage  of  Federally  restricted  use  of  pesticides. 

In  FY  1993  a  Memorandum  of  Understanding  was  drafted  between  the 
Agricultural  Marketing  Service,  National  Agricultural  Statistics  Service 
(NASS),  and  the  Environmental  Protection  Agency  to  designate  the  • 
responsibilities  and  roles  of  each  agency  pertaining  to  surveying  records 
and  reporting  on  restricted  use  pesticide  usage.  The  ability  to  gather 
accurate  restricted  use  pesticide  data  will  be  enhanced  by  good 
recordkeeping  practices  by  certified  applicators.  AMS  has  authority  to 
monitor  compliance  with  the  recordkeeping  requirements  through  cooperative 
agreements  with  State  pesticide  regulatory  agencies.  AMS  plans  to  use 
information  obtained  during  NASS  pesticide  usage  surveys  to  help  indicate 
the  degree  of  compliance  with  recordkeeping  requirements. 

Pesticide  Recordkeeping  Program  Workload  Data: 

FY  1993     FY  1994     FY  1995 

Actual    Estimate   Estimate 

Number  of  participating  states 

and  territories  7         12         30 

b.  Pesticide  Data  Program.  This  program  Is  a  comprehensive,  multi-agency 
program  designed  to  collect  and  analyze  pesticide  use  and  residue 
concentration  levels  in  food.  The  Pesticide  Data  Program  (POP)  addresses 
the  increased  public  interest  in  pesticide  issues  and  provides  a  database 
for  government  agencies  to  respond  effectively  to  food  safety  Issues. 
Present  PDP  commodities  are  limited  to  fresh  fruits  and  vegetables. 
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In  FY  1994,  at  the  request  of  EPA,  PDP  will  plan  for  redirection  in  the 
type  of  products  sampled  and  analyzed.  The  planned  program  modifications 
are  a  result  of  the  recently  released  National  Academy  of  Sciences  (NAS) 
report  entitled,  "Pesticides  in  the  Diets  of  Infants  and  Children."  The 
first  new  products  considered  for  PDP  sampling  are  sweet  corn  and/or  peas 
(canned  and  frozen).  Both  are  high  consumption  commodities  for  infants  and 
children.  These  products  may  be  sampled  using  the  current  sampling 
protocols  and  pesticide  residue  testing  profile.  For  FY  1995,  planning  is 
underday  to  consider  milk  and  grain  products  in  PDP. 

For  FY  1994  and  1995,  the  number  of  samples  and  analyses  will  be  relatively 
constant.  However,  to  carry  out  the  changes  needed  to  address  the  NAS 
report,  new  infrastructures  for  sample  collection  and  testing  will  be 
required.  These  plans  will  also  require  coordination  with  other  Federal 
agencies  and  selected  interest  groups. 


Pesticide  Data  Program  Workload  Data: 


1993      1994       1995 
Actual    Estimate    Estimate 


Participating  States                   9  9  10a/ 

Number  of  commodities                  12  12b/  12a/ 

Number  of  samples  collected           7,632c/  8,460 d/  8,640 

Number  of  EPA  pesticides  in  program        34  42  45 

Number  of  Analyses                  41,000  41,800  50,000 


a/  Wisconsin  may  be  added  for  milk  sampling  only. 

b/  Includes  one  or  two  processed  commodities,  e.g.,  canned/frozen  sweet 
corn  and/or  peas. 

c/  Additional  organically  grown  samples  collected  in  New  York  =  57, 

California  Direct  Public  Marketing  survey  samples  -  300.  Total  samples 
•=  7,989. 

d/  Additional  13  organic  samples  from  New  York,  California  Direct  Public 
market  survey  ■=  900.  Total  estimate  of  samples  ■=  9,373. 

Federal  Seed  Act.  This  Act  regulates  agricultural  and  vegetable  seed 
moving  in  interstate  commerce.  It  prohibits  false  labeling  and 
advertising  of  seed  and  the  shipment  of  prohibited  noxious-weed  seed  into 
a  State.  About  500  State  seed  inspectors  are  authorized  to  inspect  seed 
subject  to  the  Act.  Seed  samples  are  routinely  drawn  by  State  seed 
inspectors  to  monitor  seed  sold  commercially.  Should  an  inspection  reveal 
infractions  of  the  Act,  a  complaint  may  be  referred  to  AMS  by  the 
cooperating  State  agency.  Based  on  the  results  of  the  tests  and 
investigations,  AMS  attempts  to  resolve  each  case  administratively.  If  a 
case  cannot  be  resolved  administratively,  AMS  will  initiate  appropriate 
legal  action.  Intrastate  infractions  are  subject  to  State  laws. 
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Federal  Seed  Act  Workload  Data: 


FY  1993  FY  1994  FY  1995 
Actual  Estimate  Estimate 


785 

800 

800 

335 

400 

400 

1.410 

2.000 

2.  POP 

2.530 

3,200 

3,200 

Seed  Testing: 

Seed  samples  tested  in  connection  with: 
Interstate  shipments 
Check  tests 
Variety  testing 
Total  number  of  samples  tested 

Interstate  Enforcement: 

Cases  for  Investigation: 
Total  to  be  investigated 
Investigations  completed 
Pending  at  end  of  year 

Administrative  Actions: 
No  action  warranted 
Warnings  issued 
Citations  issued 
Seizures  recommended 

Administrative  Settlements: 
Settlements  terminated 
Settlements  pending 

Plant  Variety  Protection  Act.  This  program  offers  legal  protection  to 
developers  of  novel  varieties  of  sexually  reproduced  plants  through  the 
issuance  of  a  certificate.  These  certificates  assure  developers  exclusive 
rights  to  sell,  reproduce,  import,  or  export  such  varieties,  or  use  them 
in  the  production  of  hybrids  of  different  varieties,  for  a  period  of  18 
years.  Fees  are  charged  to  those  applying  for  certificates  of  protection 
and  the  funds  are  retained  by  the  Department  to  fund  the  program. 

Plant  Variety  Protection  Workload  Data: 


1,343 
650 
693 

1,200 
700 
500 

1,100 
700 
400 

84 
397 
104 

100 
500 
150 

100 
500 
150 

147 
22 

175 
25 

175 
25 

Pending  applications, 

beginning  of  year 
New  applications  received 
Certificates  issued 
Applications  abandoned 
Pending  applications,  end  of  year 
Number  of  years  to  process 

pending  applications 


1993 

1994 

1995 

Actual 

Estimate 

Estimate 

582 

608 

530 

316 

300 

320 

272 

350 

400 

18 

28 

30 

608 

530 

420 

2.1 


1.4 


1.0 


The  Research  and  Promotion  Acts.  The  various  Research  and  Promotion  Acts 
provide  for  the  collection  of  an  assessment  from  producers  to  carry  out 
research  and  promotion  activities  for  beef,  cotton,  dairy  products,  eggs 
and  egg  products,  honey,  pecans,  mushrooms,  pork,  potatoes,  and 
watermelons.  It  is  the  responsibility  of  AMS  to  review  and  approve  the 
budgets  and  projects  proposed  by  the  research  and  promotion  boards.  Each 
research  and  promotion  activity  reimburses  AMS  for  the  cost  of  overseeing 
these  programs. 
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Legislation  authorizing  the  establishment  of  research  and  promotion 
activities  for  pecans,  mushrooms,  limes,  soybeans,  and  fluid  milk  is 
contained  in  the  1990  Food,  Agriculture,  Conservation  and  Trade  Act. 
These  programs  are  in  various  stages  of  implementation.  The  Order  issuing 
the  implementation  of  the  soybean  research  and  promotion  program  was 
signed  by  the  Secretary  of  Agriculture  on  July  9,  1991,  and  collection  of 
assessments  began  on  September  1,  1991.  The  Department  held  a  referendum 
for  a  processor-funded  fluid  milk  promotion  program  in  September  1993,  and 
the  program  will  be  implemented  in  FY  1994.  The  Pecan  Promotion  and 
Research  Plan  became  effective  on  May  1,  1992,  and  assessment  collections 
began  on  September  1,  1992.  A  referendum  is  being  conducted  in  the  fall 
of  1993  to  determine  if  pecan  growers,  grower-shell ers,  and  importers 
favor  the  continuation  of  the  pecan  plan. 

Mushroom  producers  and  importers  voted  in  a  referendum  in  late  1992  to 
implement  the  Mushroom  Promotion,  Research  and  Consumer  Information 
program.  Assessment  collections  began  on  August  1,  1993.  The  Lime 
Research,  Promotion,  and  Consumer  Information  Order  became  effective  on 
January  27,  1992.  However,  assessment  collections  have  not  begun.  The 
program  is  on  hold  until  a  technical  amendment  to  correct  the  type  of 
limes  defined  is  made  to  the  Lime  Research,  Promotion,  and  Consumer 
Information  Act. 

(Dollars  in  Millions) 


FY  1993  Actual 

FY  1994  Estimate 

FY  1995  Estimate 

Assessments 

Funds 

Assessments 

Funds 

Assessments 

Funds 

Proqrams 

Collected 

Expended 

Collected 

Expended 

Collected 

Expended 

Beef 

$44.2 

$43.6 

$45.0 

$44.0 

$44.0 

$44.0 

Cotton 

50.9 

47.1 

49.8 

48.8 

52.3 

51.9 

Dairy 

76.3 

77.7 

75.5 

80.6 

76.7 

80.3 

Egg 

7.5 

7.7 

7.5 

9.1 

7.5 

8.0 

Lime 

— 

— 

— 

— 

2.0 

1.5 

Mushroom 

— 

— 

1.0 

0.9 

1.2 

1.1 

&ecan 

0.9 

0.6 

1.5 

1.9 

1.4 

1.4 

Honey 

3.1 

3.6 

2.8 

3.9 

2.8 

3.9 

Dork 

31.1 

39.3 

32.9 

40.1 

31.7 

40.5 

Potato 

7.2 

6.4 

6.2 

6.3 

6.6 

6.6 

Sovbean 

23.5 

18.4 

23.0 

25.2 

23.0 

25.0 

Watermelon 

—LSI 

9,6 

0.9 

0.9 

0.9 

0.9 

Total 

S245.7 

$245.0 

$246.1 

$261.7 

$250.1 

$265.1 

4.  Wholesale  Market  Development: 

Activities  in  this  program  are  carried  out  under  the  authority  of  the 
Agricultural  Marketing  Act  of  1946. 

The  Wholesale  Market  Development  Program  studies  and  promotes  market  access  to 
the  small  to  medium  sized  grower  through  improvement  of  market  facilities.  AMS 
conducts  applied  research  that  apprises  states,  localities  and  market 
managers/operators  of  changes  in  the  market  and  allows  them,  with  the  grower, 
to  make  strategic  decisions  for  future  product  development.  The  program  has 
recently  expanded  its  concentration  from  wholesale  markets  to  include  auction 
and  collection  markets,  retail  fanners'  markets,  and  public  (urban)  markets. 
Emphasis  has  also  been  placed  on  expanding  markets  in  and  near  the  metropolitan 
areas  to  provide  more  access  for  the  small  grower,  more  nutritious  foods  to  the 
urban  poor,  and  create  jobs  through  development  of  facilities. 
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Other  activities  to  improve  the  efficiency  in  the  marketing  and  distribution  of 
agricultural  products  and  minimize  marketing  costs  include:  (1)  designing, 
building,  and  field  testing  prototypes  of  a  portable  cooler  that  could  be  built 
and  used  by  many  small  farmers,  (2)  providing  economic/engineering  assistance 
to  farm  groups  for  grading,  packing,  handling  and  distributing  farm  products, 
(3)  publishing  a  bulletin  that  can  assist  tomato  farmers/packers  in  selecting 
the  type  of  box  and  forming  machines  best  suited  to  for  their  needs,  (4) 
participating  with  industry  groups  in  converting  to  standardized  pallets  and 
boxes  across  the  produce  industry  and  the  environmentally  sound  and  economical 
disposal  of  unacceptable  pallets,  and  (5)  providing  assistance  to  the  12  small 
farm  cooperatives  in  the  Horticultural  Producers  Federation. 


Wholesale  Market  Development  Workload  Data: 


1993      1994       1995 
Actual   Estimate    Estimate 


Wholesale  market  facilities 

studies  completed  3        5         5 

Research  projects  completed  3        4         5 

Transportation  Services: 

The  Agricultural  Marketing  Service  carries  out  Transportation  Services 
activities  under  the  following  authorities: 

Agricultural  Marketing  Act  of  1946 

Agricultural  Adjustment  Act  of  1938 

Agricultural  Trade  and  Assistance  Act  of  1954 

Rural  Development  Act  of  1972 

International  Carriage  of  Perishable  Foodstuffs  Act  of  1982. 

These  activities  are  designed  to  assure  that  the  transportation  system  will 
adequately  serve  the  agricultural  and  rural  areas  of  the  United  States  and 
will  provide  the  services  necessary  to  assure  the  residents  of  these  areas 
adequate  facilities  for  the  movement  of  agricultural  commodities  and  people. 
The  main  areas  of  responsibility  are  providing  technical  assistance  to 
shippers  and  carriers;  technological  research,  development  and, 
demonstrations  in  agricultural  transport  equipment;  and  participation  in 
transportation  regulatory  actions  before  various  Federal  agencies.  This 
program  administers  the  International  Carriage  of  Perishable  Foodstuffs  Act 
of  1982.  In  addition,  Transportation  Services  provides  economic  analyses  to 
enable  the  Department  of  Agriculture  to  develop  policy  recommendations  that 
address  current  or  anticipated  problems  in  domestic  and  international 
agricultural  transportation. 

JUSTIFICATION  OF  INCREASES  AND  DECREASES 
Marketing  Services 

(1)   A  net  decrease  of  S77.000  for  Market  News  Services  consisting  of: 

(a)  an  increase  of  S143.000  for  the  anticipated  January  1995  pay  raise  of 
1.6*. 

(b)  an  increase  of  S153.000  which  reflects  a  2.6%  increase  in  non-salarv 
costs. 

(c)  a  decrease  of  S190.000  for  a  reduction  in  Federal  employment  costs. 
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Need  for  Change.  The  Secretary  has  developed  a  plan  to  streamline 
the  department  in  support  of  the  President's  Executive  Order 
mandating  a  reduction  of  Federal  employees. 

Nature  of  Change.  To  achieve  the  reduction  target,  AMS  will 
eliminate  6  staff  years  (4%)  by  the  end  of  FY  1995.  In  addition,  AMS 
will  be  working  with  the  other  Marketing  and  Inspection  Service 
Agencies  to  evaluate  whether  additional  offices  could  be  closed, 
consolidated  or  collocated. 

(d)  a  decrease  of  S183.000  for  administrative  efficiency. 

Need  for  Change.  The  Secretary's  plan  to  streamline  the 
administrative  functions  in  the  Marketing  and  Inspection  Service 
agencies  includes  consolidating  these  functions  into  four  centers  of 
excellence  beginning  in  1994. 

Nature  of  Change.  In  order  to  achieve  these  administrative  savings, 
AMS  will  be  responsible  for  increasing  the  efficiency  of  providing 
the  information  resources  and  financial  management  functions.  FSIS 
will  be  responsible  for  increasing  the  efficiency  of  providing  the 
personnel  functions.  And,  APHIS  will  be  responsible  for  increasing 
the  efficiency  of  providing  the  administrative  functions.  These 
efficiencies  will  reduce  the  cost  of  recruitment,  travel,  supplies, 
printing  and  reproduction,  utilities,  automation,  program  cost 
accounting,  training,  rent,  and  cooperative  agreements. 

(2)  A  net  increase  of  S309.000  for  Standardization  and  Inspection  Services 
consisting  of: 

(a)  an  increase  of  S351.000  to  fulfill  new  legislative  requirements  of 
the  Eoo  Products  Inspection  Act. 

Need  for  Change.  Amendments  to  the  Egg  Products  Inspection  Act, 
enacted  on  December  13,  1991,  state  that  eggs  must  be  held  at  45 
degrees  Fahrenheit  ambient  temperature  after  packing  and  that  egg 
cartons  and  cases  must  be  labeled  to  indicate  that  refrigeration  is 
required.  Consequently,  AMS  is  responsible  for  verifying  that 
registered  shell  egg  packing  plants  are  complying  with  these 
legislative  requirements.  Inspectors  must  perform  temperature  checks 
using  specialized  equipment.  This  additional  task  required  of  shell 
egg  inspectors  prolongs  the  time  spent  on  inspection,  and  therefore 
increases  the  cost. 

Nature  of  Change.  The  additional  funding  will  be  used  to  offset 
increased  reimbursements  to  the  States  and  to  purchase  temperature 
testing  equipment.  State  and  Federal  inspectors  will  make  a  minimum 
of  4  temperature  checks  annually  at  each  of  the  1,116  registered 
packing  plants  and  in  thousands  of  transport  vehicles.  Since  State 
personnel  are  responsible  for  shell  egg  inspections  in  most  States, 
reimbursements  to  the  States  will  be  increased  to  finance  the 
expanded  workload.  In  Michigan,  Missouri,  Tennessee,  Texas,  and 
Puerto  Rico,  where  shell  egg  inspections  are  performed  by  Federal 
employees,  currently  employed  personnel  will  incur  additional  time 
and  expenses  in  performing  temperature  checks.  Necessary  equipment 
will  be  purchased  for  both  Federal  and  State  personnel  to  maximize 
the  accuracy  and  efficiency  of  the  temperature  checks. 
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(b)  an  increase  of  $134.000  for  the  anticipated  January  1995  pay  raise  of 
1.6%. 

(c)  an  increase  of  $123.000  which  reflects  a  2.6*  increase  in  non-salary 
costs. 

(d)  a  decrease  of  $156.000  for  a  reduction  in  Federal  employment  costs. 

Need  for  Change.  The  Secretary  has  developed  a  plan  to  streamline 
the  department  in  support  of  the  President's  Executive  Order 
mandating  a  reduction  of  Federal  employees. 

Nature  of  Change.  To  achieve  the  reduction  target,  AMS  will 
eliminate  5  staff  years  (4%)  by  the  end  of  FY  1995.  In  addition,  AMS 
will  be  working  with  the  other  Marketing  and  Inspection  Service 
Agencies  to  evaluate  whether  additional  offices  could  be  closed, 
consolidated  or  collocated. 

(e)  a  decrease  of  $143.000  for  administrative  efficiency. 

Need  for  Change.  The  Secretary's  plan  to  streamline  the 
administrative  functions  in  the  Marketing  and  Inspection  Service 
agencies  includes  consolidating  these  functions  into  four  centers  of 
excellence  beginning  in  1994. 

Nature  of  Change.  In  order  to  achieve  these  administrative  savings, 
AMS  will  be  responsible  for  increasing  the  efficiency  of  providing 
the  information  resources  and  financial  management  functions.  FSIS 
will  be  responsible  for  increasing  the  efficiency  of  providing  the 
personnel  functions.  And,  APHIS  will  be  responsible  for  increasing 
the  efficiency  of  providing  the  administrative  functions.  These 
efficiencies  will  reduce  the  cost  of  recruitment,  travel,  supplies, 
printing  and  reproduction,  utilities,  automation,  program  cost 
accounting,  training,  rent,  and  cooperative  agreements. 

(3)  A  net  increase  of  $883.000  for  Market  Protection  and  Promotion  consisting 
fif: 

(a)  an  increase  of  $1.200.000  to  establish  a  Center  of  Excellence  at 
Prairie  View  University. 

Need  for  change.  The  Secretary  of  Agriculture  announced  the  1890 
Initiative  -  Centers  of  Excellence  -  on  April  15,  1992.  The  goal  of 
this  initiative  is  to  establish  partnership  arrangements  between  1890 
land  grant  institutions  and  USDA  agencies.  AMS  proposes  to  develop  a 
Center  of  Excellence  for  World  Food  Distribution  Training  at  Prairie 
View  University  in  conjunction  with  the  ERS  (Economic  Research 
Service),  FNS  (Food  and  Nutrition  Service),  FAS  (Foreign  Agricultural 
Service),  and  0IC0  (Office  of  International  Cooperation  and 
Development). 

In  a  rapidly  changing  world  agricultural  marketplace,  there  is  a  need 
for  well-trained  and  knowledgeable  staff  to  work  in  the  distribution, 
transportation,  and  trade  of  food  and  fiber  products.  Currently,  a 
small  number  of  minorities  work  in  the  domestic  and  international 
transportation  and  distribution  industry.  A  World  Food  Distribution 
Training  Center  (WFDTC)  will  provide  minority  students  with  a  strong 
educational  foundation  to  pursue  a  career  in  domestic  and 
international  marketing  and  trade. 
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Nature  of  change.  This  proposal  would  fund  the  establishment  of  a 
Center  of  Excellence  for  World  Food  Distribution  Training  at  Prairie 
View  University.  AMS  would  serve  as  the  lead  agency  in  providing 
support  to  the  WFDTC,  and  would  administer  funds  to  ERS,  FNS,  FAS  and 
01  CO  through  cooperative  agreements. 

(b)  an  increase  of  S34.000  for  the  anticipated  January  1995  pay  raise  of 
1.6%. 

(c)  an  increase  of  S325.000  which  reflects  a  2.6X  increase  in  non-salarv 
costs. 

(d)  a  decrease  of  S285.000  for  a  reduction  in  Federal  employment  costs- 
Need  for  Change.  The  Secretary  has  developed  a  plan  to  streamline 
the  department  in  support  of  the  President's  Executive  Order 
mandating  a  reduction  of  Federal  employees. 

Nature  of  Change.  To  achieve  the  reduction  target,  AMS  will 
eliminate  9  staff  years  (4%)  by  the  end  of  FY  1995.  In  addition,  AMS 
will  be  working  with  the  other  Marketing  and  Inspection  Service 
Agencies  to  evaluate  whether  additional  offices  could  be  closed, 
consolidated  or  collocated. 

(e)  a  decrease  of  S391.000  for  administrative  efficiency. 

Need  for  Change.  The  Secretary's  plan  to  streamline  the 
administrative  functions  in  the  Marketing  and  Inspection  Service 
agencies  includes  consolidating  these  functions  into  four  centers  of 
excellence  beginning  in  1994. 

Nature  of  Change.  In  order  to  achieve  these  administrative  savings, 
AMS  will  be  responsible  for  increasing  the  efficiency  of  providing 
the  information  resources  and  financial  management  functions.  FSIS 
will  be  responsible  for  increasing  the  efficiency  of  providing  the 
personnel  functions.  And,  APHIS  will  be  responsible  for  increasing 
the  efficiency  of  providing  the  administrative  functions.  These 
efficiencies  will  reduce  the  cost  of  recruitment,  travel,  supplies, 
printing  and  reproduction,  utilities,  automation,  program  cost 
accounting,  training,  rent,  and  cooperative  agreements. 

(4)  A  net  decrease  of  S20.000  for  Wholesale  Market  Development  consisting  of: 

(a)  an  increase  of  115.000  for  the  anticipated  January  1995  pay  raise  of 
1.6%. 

(b)  an  increase  of  S25.OO0  which  reflects  a  2.6X  increase  in  non-salarv 
costs. 

(c)  a  decrease  of  S31.000  for  a  reduction  in  Federal  employment  costs. 

Need  for  Change.  The  Secretary  has  developed  a  plan  to  streamline 
the  department  in  support  of  the  President's  Executive  Order 
mandating  a  reduction  of  Federal  employees. 

Nature  of  Change.  To  achieve  the  reduction  target,  AMS  will 
eliminate  1  staff  year  (4%)  by  the  end  of  FY  1995.  In  addition,  AMS 
will  be  working  with  the  other  Marketing  and  Inspection  Service 
Agencies  to  evaluate  whether  additional  offices  could  be  closed, 
consolidated  or  collocated. 
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(d)  a  decrease  of  S29.000  for  administrative  efficiency. 

Need  for  Change.  The  Secretary's  plan  to  streamline  the 
administrative  functions  in  the  Marketing  and  Inspection  Service 
agencies  includes  consolidating  these  functions  into  four  centers  of 
excellence  beginning  in  1994. 

Nature  of  Change.   In  order  to  achieve  these  administrative  savings, 
AMS  will  be  responsible  for  increasing  the  efficiency  of  providing 
the  information  resources  and  financial  management  functions.  FSIS 
will  be  responsible  for  increasing  the  efficiency  of  providing  the 
personnel  functions.  And,  APHIS  will  be  responsible  for  increasing 
the  efficiency  of  providing  the  administrative  functions.  These 
efficiencies  will  reduce  the  cost  of  recruitment,  travel,  supplies, 
printing  and  reproduction,  utilities,  automation,  program  cost 
accounting,  training,  rent,  and  cooperative  agreements. 

(5)  A  net  decrease  of  SIO.OOO  for  Transportation  Services  consisting  of: 

(a)  an  increase  of  S23.000  for  the  anticipated  January  1995  pay  raise  of 
1.6%. 

(b)  an  increase  of  S12.000  which  reflects  a  2.6X  increase  in  non-salary 
costs. 

(c)  a  decrease  of  S31.000  for  a  reduction  in  Federal  employment  costs- 
Need  for  Change.  The  Secretary  has  developed  a  plan  to  streamline 
the  department  in  support  of  the  President's  Executive  Order 
mandating  a  reduction  of  Federal  employees. 

Nature  of  Change.  To  achieve  the  reduction  target,  AMS  will 
eliminate  1  staff  year  (4%)  by  the  end  of  FY  1995.  In  addition,  AMS 
will  be  working  with  the  other  Marketing  and  Inspection  Service 
Agencies  to  evaluate  whether  additional  offices  could  be  closed, 
consolidated  or  collocated. 

(d)  a  decrease  of  S14.000  for  administrative  efficiency. 

Need  for  Change.  The  Secretary's  plan  to  streamline  the 
administrative  functions  in  the  Marketing  and  Inspection  Service 
agencies  includes  consolidating  these  functions  into  four  centers  of 
excellence  beginning  in  1994. 

Nature  of  Change.  In  order  to  achieve  these  administrative  savings, 
AMS  will  be  responsible  for  increasing  the  efficiency  of  providing 
the  information  resources  and  financial  management  functions.  FSIS 
will  be  responsible  for  increasing  the  efficiency  of  providing  the 
personnel  functions.  And,  APHIS  will  be  responsible  for  increasing 
the  efficiency  of  providing  the  administrative  functions.  These 
efficiencies  will  reduce  the  cost  of  recruitment,  travel,  supplies, 
printing  and  reproduction,  utilities,  automation,  program  cost 
accounting,  training,  rent,  and  cooperative  agreements. 
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Agricultural  Marketing  Service 
Summary  of  Proposed  Legislation 


SUMMARY  OF  INCREASES  AND 

DECREASES  - 

PROPOSED  LEG1SLATI 

1995 

Current 
Law 

Program 
Chanqes 

President's 
Reauest 

Inspection  &  Standardization  ... 
All  Other 

$17,761,000 
40.780.000 

58.541.000 

-$6,148,000 

$11,613,000 
40.780.000 

-6,148.000 

52.393.000 

Exdanation  of  ProDOsed  Leaislation 

. 

AMS  develops,  reviews,  and  maintains  agricultural  commodity  standards  that 
describe  quality  attributes  such  as  taste,  color,  texture,  yield,  weight  and 
physical  condition.  Standards  facilitate  trade  by  providing  a  common  language 
for  use  by  producers,  sellers,  and  consumers  of  agricultural  commodities.  AMS 
quality  standards  also  ensure  uniformity  in  grading  and  certification  of 
commodities,  and  provide  a  means  of  measuring  value  to  establish  price. 
Funding  was  appropriated  for  the  standardization  program  in  the  fiscal  year 
1994  budget,  but  a  requirement  was  added  that  required  user  fees  to  be 
assessed  and  deposited  to  the  Treasury's  general  fund.  AMS  began  charging 
fees  for  standardization  activities  to  customers  of  AMS  grading  services. 


AMS  proposes  to  retain  the  funds  coll 
appropriated  funding  for  standardizat 
beneficiaries  are  now  paying  for  the 
inappropriate  to  continue  to  reflect 
Furthermore,  both  administrative  and 
in  funding.  Budget  authority,  which 
would  be  reduced.  Retention  of  user 
transfer  assessments  to  Treasury,  whi 
curtails  AMS*  flexibility  in  setting 
program  administration. 


ected  from  user  fees,  and  that 
ion  activities  be  eliminated.  Since  the 
cost  of  standardization  services,  it  is 
the  activity  as  funded  from  tax  dollars, 
tax  benefits  would  result  from  the  change 
requires  supporting  tax  assessments, 
fees  by  AMS  would  eliminate  the  need  to 
ch  complicates  program  administration  and 
fees.  This  proposal  would  simplify 


Under  the  Egg  Products  Inspection  Act,  the  cost  of  egg  products  inspection  is 
funded  by  appropriations,  except  for  the  cost  of  overtime  and  holiday  work 
performed  in  official  plants.  AMS  charges  fees  for  overtime  and  holiday 
inspection  services.  Therefore,  facilities  which  operate  beyond  regularly 
scheduled  shifts  pay  overtime  costs  for  inspection,  but  establishments  which 
regularly  operate  a  second  shift  have  been  provided  inspection  without 
reimbursing  AMS.  It  is  inequitable  to  require  those  plants  without  enough 
production  to  warrant  an  additional  complete  shift  to  pay  fees  while  plants 
with  more  than  one  regularly  scheduled  shift  are  not  assessed  fees.  We 
propose  that  user  fees  be  charged  to  recover  one  hundred  percent  of  the  cost 
of  providing  egg  products  inspection  for  any  inspection  other  than  during  the 
primary  shift.  User  fees  charged  for  second  shift  egg  product  inspections 
would  equalize  treatment  between  egg  products  processors  that  operate  more 
than  one  shift  and  those  that  require  overtime. 

These  proposals  to  recover  program  costs  through  user  fees  are  expected  to 
generate  a  reduction  in  appropriated  funding  totalling  $6,148,000.  This 
reduction  includes  $1,726,000  for  the  Egg  Products  Inspection  program  and 
$4,422,000  for  the  Standardization  program. 
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Agricultural  Marketing  Service 

Marketing  Services 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS  AND  STAFF-YEARS 

1993  and  Estimated  1994  and  1995 


1993 

Staff- 
Amount    Years 

Alabama  $293,321  6 

Alaska  8,855 

Arizona  275,752  6 

Arkansas  433,869  8 

California  4,769,618  45 

Colorado  335,276  6 

District  of  Columbia.  23,855,710  258 

Florida  1,854,157  10 

Georgia  940,924  19 

Hawaii  14,477 

Idaho  101,564  2 

Illinois  900,798  15 

Indiana  462,757  8 

Iowa  3,156,062  60 

Kansas  275,805  6 

Kentucky  177,274  4 

Louisiana  173,372  4 

Maine  126,477  3 

Maryland  116,901  2 

Massachusetts  190,421  4 

Michigan  1,184,449  4 

Minnesota  1,231,014  22 

Mississippi  844,158  5 

Missouri  769,416  16 

Montana  87,006  2 

Nebraska  393,759  9 

New  Jersey 987,608  19 

New  York  2,531,469  17 

North  Carolina  1,391,420  24 

Ohio  484,315  7 

Oklahoma  211,753  4 

Oregon  253,407  6 

Pennsylvania  690,825  14 

Puerto  Rico  71,796  1 

South  Carolina  810,039  14 

South  Dakota  175,672  4 

Tennessee  1,269,747  27 

Texas  2,113,586  18 

Utah  73,107  1 

Virginia  22,749 

Washington  1,078,413  13 

West  Virginia  50,734  1 

Wisconsin  137,268  3 

Wyoming  106.010  2 

Subtotal,  Available 

or  Estimate  55.433.110 629_ 

Unobligated  balance  705.890 

Total,  Available 

or  Estimate  S56.139.000  699 


1994 


Amount 


Staff- 
Years 


1995 


S307 

9 

282 

457 

4,874 

343 

25,083 

1,871 

975 

15 

104 

914 

491 

3,297 

281 

181 

178 

132 

119 

194 

1,188 

1,295 

858 

804 

89 

401 

1,033 

2,555 

1,461 

500 

216 

263 

716 

76 

793 

179 

1,270 

2,136 

77 

24 

1,106 

52 

149 

lfl£ 


,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
■  000 


6 

8 
46  4 

6 
274  25 
10  1 
20 

2 
15 

8 
62  3 

6 

4 

4 

3 

2 

4 

4  1 

24  1 
6 

16 

2 

9 
20  1 

17  2 

25  1 
7 
4 
6 

14 

1 
15 

4 
27  1 

18  2 
1 

13  1 
1 
3 

_2 


Amount 

$313,000 

9,000 

281,000 

467,000 

,910,000 

343,000 

,950,000 

,875,000 

983,000 

15,000 

104,000 

911,000 

504,000 

,345,000 

280,000 

180,000 

177,000 

134,000 

118,000 

193,000 

,187,000 

,321,000 

863,000 

810,000 

89,000 

399,000 

,050,000 

,557,000 

,489,000 

505,000 

215,000 

265,000 

722,000 

78,000 

793,000 

178,000 

,264,000 

,137,000 

79,000 

25,000 

,115,000 

52,000 

148,000 

108.000 


Staff- 
Year^ 


6 

8 

45 

6 

259 

10 

20 

2 

15 

8 

61 

6 

4 

4 

3 

2 

4 

4 

24 

6 

16 

2 

9 

20 

17 

25 

7 

4 

6 

14 

1 

15 

4 

26 

17 

1 

13 
1 
3 
2 


57.456.000   725  58.541.000  706 


S57.456.000   725  58.541.000  706 
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MARKETING  SERVICES 

STATUS  OF  PROGRAM 

MARKET  NEWS 

Current  Activities: 

The  Market  News  Service  provides  current,  unbiased  information  on  supplies, 
demand,  prices,  movement,  location,  quality,  condition,  and  other  market  data  on 
farm  products  in  specific  markets  and  marketing  areas.  This  information  is 
supplied  to  producers,  processors,  distributors,  and  others  to  assist  them  in  the 
orderly  marketing  and  distribution  of  farm  commodities. 

Selected  Examples  of  Recent  Progress: 

1 .  Market  News  Information  System: 

In  FY  1993,  implementation  and  enhancements  of  the  market  news  database  system 
continued  with  integration  of  field  office  databases  with  headquarters' 
databases  for  all  commodities.  Installation  of  the  final  enhancements  of  the 
Feeder  Cattle  Weighted  Average  program  for  lap-top  reporting  of  price  and 
weight  data  was  completed.  The  Chicago  Mercantile  Exchange  (CME)  is  utilizing 
this  data  to  establish  settlement  prices  for  Feeder  Cattle  Future  Contracts. 
Also,  the  new  Value  Based  Hog  Market  Reports  program  was  completed  with 
transfer  capabilities  to  the  field  office  and  headquarters  database  system. 

2.  International  Cooperation  and  Reporting: 

AMS  implemented  several  marketing  information  exchange  projects  in  1993.  Daily 
and  weekly  beef,  lamb,  pork,  and  wool  market  data  from  Japan,  New  Zealand, 
Australia,  Denmark,  and  Taiwan  are  now  included  in  international  reports. 

AMS  has  been  actively  assisting  Poland,  Mexico,  Japan,  Canada,  Bulgaria, 
Ukraine,  Kazakhstan,  and  Venezuela,  to  develop  market  news  systems  by  providing 
training  to  improve  the  exchange  of  international  market  news  and  enhance 
international  agricultural  trade. 

AMS  also  initiated  a  biweekly  report  on  the  international  markets  for  selected 
dairy  products.  The  regions  covered  in  this  report  are  Western  Europe,  Eastern 
Europe,  and  Oceania.  AMS  began  reporting  wholesale  price  information  for 
fruits  and  vegetables  in  Germany  and  the  Netherlands.  We  expect  to  add  France 
and  Poland  to  this  report  in  FY  1994. 

3.  New  Marketing  Reports: 

In  1993,  AMS  began  releasing  the  daily  Eastern  Cornbelt  Lean-Value  Hog  report 
from  Springfield,  Illinois  and  the  daily  Western  Cornbelt  Lean-Value  Hog  report 
from  Des  Moines,  Iowa.  These  reports  followed  the  earlier  release  of  the  Mid- 
South  Lean-Value  Hog  report  from  Thomasville,  Georgia.  Both  packers  and 
producers  requested  reports  that  depict  prices  determined  by  percent  of  lean 
and  carcass  weight.  The  release  in  July  of  the  Western  Cornbelt  report 
culminated  in  cooperative  effort  for  the  past  two  years  by  all  facets  of  the 
U.S.  swine  industry.  The  effort  included  producers,  national  organizations 
such  as  the  National  Pork  Producers,  packers  and  their  national  organization 
the  American  Meat  Institute,  and  AMS.  Producers  who  receive  carcass  data  on 
their  hogs  can  now  compare  their  information  with  our  report  to  evaluate 
marketing  alternatives. 

At  the  request  of  the  U.S.  livestock  and  meat  industry,  AMS  began  reporting 
Closely  Trimmed  Fabricated  Boxed  Beef  Cuts  in  August  of  1993.  The  increasing 
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amount  of  product  sold  in  this  manner  precipitated  the  need  for  reports 
reflecting  these  product.   "losely  trimmed  products  generally  have  half  as 
much  fat  covering  on  the  :..  -ed  cuts  as  regular  boxed  beef  cuts.  Similarly,  AMS 
began  quoting  1/8"  trim  port,  loins  14-18  pounds,  in  both  select  and  commodity 
loins.  Sales  of  standardized  trimmed  products  have  been  slow  to  develop. 
However,  with  the  cooperation  of  packers,  processors,  and  retailers,  we  have 
developed  reports  which  reflect  daily  trading  of  these  commodities. 

INSPECTION.  GRADING  AND  STANDARDIZATION 

Current  Activities: 

AMS  administers  an  egg  products  inspection  program  which  ensures  that  all  egg 
products  are  wholesome,  unadulterated,  and  truthfully  labeled.  AMS  provides 
continuous  in-plant  inspection  of  plants  manufacturing  egg  products,  a  shell  egg 
surveillance  program,  and  an  imported  egg  products  inspection  program. 

The  commodity  grading  and  standardization  programs  assist  in  the  marketing  of 
agricultural  products  by  establishing  and  applying  standards  which  reflect 
relative  quality  characteristics  for  a  particular  commodity,  such  as  taste,  color, 
weight,  yield,  and  physical  condition.  Quality  standards  are  used  to  grade 
livestock,  meat,  wool,  poultry  and  eggs,  dairy  products,  cotton,  tobacco,  and 
fruits  and  vegetables.  Certification  and  acceptance  services  are  available  to 
users  interested  in  ensuring  that  commodity  purchases  conform  to  contract 
specifications.  Grading,  certification,  and  acceptance  services  are  provided  on  a 
fee-for-service  basis.  Grading  and  certification  fees  also  support  the 
development  and  maintenance  of  quality  standards. 

Selected  Examples  of  Recent  Progress: 

1.  Eoo  Products  Inspection: 

In  FY  1993,  AMS  provided  continuous  in-plant  Inspection  to  81  egg  products 
processing  plants.  Under  the  Import  Inspection  program,  approximately  2.6 
million  pounds  of  egg  products  from  Canada  were  approved  for  importation,  more 
than  double  the  1.2  million  pounds  approved  in  FY  1992. 

The  shell  egg  surveillance  program  monitors  the  disposition  of  "restricted 
eggs"  (eggs  that  are  cracked,  dirty,  incubate  rejects,  inedible,  leaking,  or 
otherwise  unfit  for  human  consumption)  to  ensure  that  only  eggs  fit  for  human 
consumption  are  available  to  consumers.  Inedible  eggs  constitute  a  small 
proportion  of  all  eggs  and  most  Inedible  shell  eggs  and  egg  products  are  used 
in  animal  feed.  The  remainder  are  destroyed.  During  FY  1993,  the  volume  of 
inedible  shell  eggs  and  egg  products  amounted  to  approximately  6.7  percent  of 
liquid  egg  production.  As  a  result  of  plant  consolidations  and  closings,  the 
number  of  shell  egg  handlers  and  hatcheries  inspected  at  least  quarterly  in  FY 
1993  decreased  to  978  shell  egg  handlers  and  453  hatcheries. 

AMS  tests  egg  products  for  various  industrial  and  environmental  chemicals  under 
residue  monitoring  and  surveillance  programs.  During  FY  1993,  426  samples  were 
analyzed  for  a  variety  of  chlorinated  hydrocarbons.  In  October  1992,  a 
violative  level  of  chlordane  was  detected  in  a  routine  residue  monitoring 
sample  of  frozen  whole  eggs  produced  in  a  Puerto  Rico  processing  plant  during 
September.  Follow-up  by  our  supervisory  staff  revealed  that  all  product 
represented  by  the  sample  in  distribution  channels  had  been  used.  The  shell 
eggs  used  were  from  five  local  distributors  who  buy  eggs  from  several  layer 
operations.  Since  the  amount  of  chlordane  detected  exceeded  the  established 
recommended  action  level  (0.10  parts  per  million),  all  frozen  product  inventory 
produced  since  May  1992,  the  date  of  the  previous  residue  sample  analysis,  was 
retained  pending  results  of  an  analysis  by  individual  production  lot.  Each  lot 
of  product  produced  subsequent  to  our  becoming  aware  of  the  violation  was  also 
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sampled  for  analysis.  Analysis  of  samples  from  several  lots  of  frozen  product 
produced  from  May  through  December  1992  showed  detectable  levels  of  chlordane. 
One  layer  flock  was  identified  through  our  intensified  sampling  and  was 
destroyed.  Those  lots  determined  to  contain  chlordane  in  excess  of  the 
established  recommended  action  level  were  retained  for  destruction. 

The  results  of  our  analysis  were  shared  with  the  Food  Safety  and  Inspection 
Service  (FSIS)  Contamination  Response  System  (CRS)  committee.  FSIS  issued  a 
letter  to  each  identified  producer  requiring  a  preslaughter  sample  of  hens  from 
each  flock.  Additionally,  FSIS  Initiated  random  sampling  of  fowl  In  slaughter 
plants  in  Puerto  Rico.  This  procedure  identified  the  contaminated  layer 
flocks,  which  were  owned  by  one  producer.  These  flocks  were  subsequently 
destroyed.  Information  regarding  the  residue  case  was  also  provided  to  the 
Food  and  Drug  Administration  (FDA)  and  Puerto  Rican  officials. 

All  lots  of  frozen  product  identified  as  containing  violative  levels  of 
chlordane  were  destroyed  (buried)  under  USDA  supervision.  Results  of  routine 
monitoring  samples  submitted  since  the  case  was  closed  in  January  1993  show  no 
residues  of  chlordane. 

In  addition,  759  samples  were  analyzed  for  Listeria  species  under  the  mandatory 
and  voluntary  egg  products  programs.  These  analyses  were  used  in  two  studies 
to  determine  the  shelf  life  in  pasteurizes  egg  products  and  the  presence  of 
Listeria  in  unpasteurized  egg  products.  A  total  of  433  samples  were  analyzed 
for  this  special  project.  From  this  total,  58  samples  were  found  positive  for 
Listeria  monocytogenes.  151  samples  positive  for  Listeria  innocua.  14  samples 
f°r  Listeria  welshneri.  2  samples  for  Listeria  ivanovii.  6  samples  for  Listeria 
murravi  and  202  samples  negative.  The  shelf  life  studies  showed  2  positives 
for  Listeria  monocytogenes  out  of  the  326  samples  analyzed. 

The  problem  of  Salmonella  enterltidis  (&)  In  shell  eggs  continued  as  a  serious 
human  health  issue  during  FY  1993.  The  mechanism  for  the  transmission  of  the 
organism  into  the  egg  is  believed  to  be  transovarian  but  there  is  limited 
scientific  information  available  on  the  subject.  A  task  force  of  USDA  and  FDA 
officials  continue  to  work  on  this  issue.  Where  requested,  and  with  the  flock 
owners'  concurrence,  AMS  is  cooperating  with  APHIS  and  State  agencies  to 
control  the  movement  of  eggs  from  infected  flocks,  once  identified,  to 
p-ocessing  establishments  for  pasteurization  rather  than  to  fresh  egg  markets. 
Under  authority  of  the  Egg  Products  Inspection  Act,  USDA  assures  these  shell 
eggs  are  processed  into  egg  products  and  pasteurized  to  destroy  viable 
Salmonella  organisms.  The  FDA  has  issued  a  model  code  interpretation  for 
handling  eggs  in  retail  establishments.  In  1991,  the  EPIA  was  amended  to 
require  refrigeration  of  eggs  immediately  after  packaging.  The  refrigeration 
requirement  applies  during  storage  and  transportation.  Currently,  promulgation 
of  implementing  regulations  is  being  delayed  because  the  specific  45  degrees 
Fahrenheit  refrigeration  requirement  is  not  routinely  attainable  in 
transportation  vehicles.  Accordingly,  the  industry  is  seeking  a  change  in  the 
wording  of  the  amended  statute. 

In  FY  1993,  the  Recognized  Laboratory  Program  certified  54  "laboratories  for 
Salmonella  testing  in  egg  products.  The  program  recognizes  laboratories  whictr 
pass  an  on-site  audit  of  their  Salmonella  methodology,  quality  control,  and 
recordkeeping  systems.  In  addition,  each  laboratory  has  to  demonstrate  testing 
proficiency  by  correctly  analyzing  a  set  of  initial  qualification  samples. 
Follow-up  check  and  split  sample  programs  were  utilized  to  determine  each 
laboratory's  continued  proficiency. 

Fees  and  Charges  in  Effect: 

FY  1993 
Service  Performed  Hourly  Fees 

Overtime  Inspection  $22.72 
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Holiday  Inspection  $16.04 

2.     Gradina  and  Standardization: 

a.  Cotton  Classing: 

AMS  classified  15.8  million  samples  of  cotton  under  the  grower  classing 
program  in  FY  1993,  with  all  Upland  cotton  classed  by  the  High  Volume 
Instrument  (HVI)  method.  In  addition,  classification  of  238,000  samples 
was  provided  under  the  Cotton  Futures  and  Cotton  Standards  Acts.  AMS  began 
grading  cotton  under  a  new  classification  system,  in  which  cotton  is 
described  in  terms  of  its  color  grade  and  its  leaf  grade,  as  opposed  to  the 
old  system  in  which  the  grade  consisted  of  a  composite  of  these  two  quality 
factors.  Classification  data  was  provided  via  telecommunications  to  most 
growers  or  their  agents. 

Subsequent  owners  of  cotton,  primarily  merchants  and  manufacturers, 
increased  their  use  of  the  central  database  to  obtain  classing  data.  ASCS 
also  began  accessing  this  system  to  obtain  quality  information  for  loan 
purposes. 

Producers  of  2.3  million  bales  participated  in  the  module/trailer  averaging 
program  which  increased  the  accuracy  and  repeatability  of  HVI  measurements. 

Fees  and  Charges  in  Effect: 

Service  Performed  FY  1993  Fees  4/ 

Cotton  Grading        SI. 87  per  sample  for  HVI  classing 

a/   This  is  the  net  fee  collected,  there  is  a  five  cent  per  sample 
discount  if  producers  are  billed  through  voluntary  central  agents 
(e.g.,  cotton  gins  and  warehouses). 

b.  Tobacco  Grading: 

Approximately  98  percent  (1.6  billion  pounds)  of  all  tobacco  domestically 
produced  in  FY  1993  was  graded  by  Federal  tobacco  inspectors  and  sold  at 
auction  markets.  In  addition,  AMS  relnspected  about  266  million  pounds  of 
tobacco  pledged  as  collateral  by  growers  under  the  Commodity  Credit 
Corporation  loan  program. 

The  Dairy  and  Tobacco  Adjustment  Act  of  1983  requires  that  all  tobacco 
(except  cigar  and  oriental  types)  Imported  Into  the  United  States  be 
inspected  to  ascertain  the  type  and  quality  of  imported  tobacco.  The 
imported  tobacco  Inspection  program  was  initiated  in  1984.  In  1992  it  was 
converted  to  the  metric  system.  During  FY  1993,  AMS  Inspected 
approximately  271  million  kilograms  of  Imported  tobacco.  The  imported 
tobacco  pesticide  testing  and  certification  program,  initiated  in  1986, 
required  that  all  flue-cured  and  burley  tobacco  offered  for  importation 
into  the  United  States  be  free  of  prohibited  pesticides.  A  total  of  266 
million  kilograms  of  imported  flue-cured  and  burley  tobacco  was  tested  for 
pesticides  during  FY  1993. 

Fees  and  Charges  in  Effect: 

Service  Performed  FY  1993  Fees 

Permissive  Inspection     Regular  time  S32.40  per  hour 

Overtime  $38.70  per  hour 
Sundays  and 

Holidays  S48.45  per  hour 


794 


16g-5 


Domestic  Tobacco  Grading 

Imported  Tobacco  Grading  * 

Imported  Tobacco  Pesticide 
Testing  and  Certification: 

A.  Self-Certification  (If  importer 

certifies  that  tobacco  is 
within  pesticide  residue 
tolerance) 

B.  Non-Certification  (If 

if  importer  does  not  certify 
that  the  tobacco  is  within 
pesticide  residue  tolerance) 

Permissive  Certification  of 
Export  Tobacco 


$.70  per  hundred 
pounds 

$.99  per  hundred 

kilograms 


$.77  per  hundred 

kilograms 

$1.54  per  hundred 

kilograms 


$.25  per  hundred 
pounds 


*  The  1993  Omnibus  Budget  Reconciliation  Act  requires  that  the  Secretary 
make  the  Imported  Tobacco  Fee  comparable  to  the  Domestic  Tobacco  Fee.  A 
proposal  to  implement  this  provision  is  under  review  by  the  Department. 

c  Poultry  and  Ego  Grading: 

Approximately  94  percent  of  poultry  grading  services  are  provided  on  a 
resident  basis.  In  most  of  these  instances,  a  full-time  grader  is 
stationed  at  the  plant  requesting  service.  The  remaining  6  percent  of 
poultry  grading  services  are  provided  on  a  non-resident  (lot  grading) 
basis.  During  FY  1993,  resident  service  was  provided  in  169  poultry 
plants  and  165  shell  egg  plants.  A  total  of  16  billion  pounds  of  poultry 
and  1.4  billion  dozen  shell  eggs  were  graded  during  the  year.  This 
represents  73  percent  of  the  turkeys  slaughtered,  55  percent  of  the 
broilers  slaughtered,  and  37  percent  of  the  shell  eggs  produced  in  the 
U.S.,  excluding  eggs  used  for  breaking  and  hatching. 


Fees  and  Charges  in  Fffprt- 

Service  Performed 

Non-Res ident  Plant 
Voluntary  Grading: 

Regular  Time 

Saturday,  Sunday,  Holiday 

Resident  Plant 


FY  1993 
Hourly  Fees 


$30.12 
$30.52 
$23.24-$32.26  * 


*  Depending  on  the  volume  of  product  handled  in  the  plant, 
d.  Heat  Grading  and  Certification: 

During  FY  1993,  neat  grading  and  certification  services  were  provided  to 
approximately  350  meat  packing,  processing,  and  other  food  establishments 
nationwide.  A  total  of  18  billion  pounds  of  red  neat  (beef,  lamb,  veal,  and 
calf)  was  graded  during  the  year.  This  figure  represents  95.2  percent  of 
the  steers  and  heifers,  90.1  percent  of  the  lamb,  and  18.4  percent  of  the 
calves  commercially  slaughtered  in  the  U.S.  This  is  a  400  million  pound 
increase  in  meat  graded  over  FY  1992,  and  results  primarily  from  the 
increasing  consumer  acceptance  of  beef  from  the  Select  grade  and  emphasis  on 
yield  grading  by  industry  to  control  their  Inventory. 


Fees  and  Charges  in  Effect: 
Service  Performed 


FY  1993 
Hourly  Fees 
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Commitment  Grading 
Non-commitment  Grading 
Overtime  Grading 
Holiday  Grading 

e.  Livestock  Grading: 


$35.20 
$37.60 
$43.20 
$70.40 


In  FY  1993,  AMS  inspected  and  graded  according  to  contract  specifications, 
approximately  16.3  million  pounds  of  livestock  delivered  to  settle  futures 
contracts  for  the  Chicago  Mercantile  Exchange  and  the  Mid-America  Commodity 
Exchange. 


Fees  and  Charges  in  Effect: 

Service  Performed 

Base  Grading 
Overtime  Grading 
Holiday  Grading 

f.  Processed  Fruit  and  Vegetable  Grading: 


FY  1993 
Hourly  Fees 

$29.40 
$32.80 
$58.80 


In  FY  1993,  9.5  billion  pounds  of  processed  fruits  and  vegetables  were 
graded  at  305  processed  products  olants.  In  addition,  AMS  successfully 
completed  development  and  implementation  of  an  automated  billing  program  in 
all  processed  products  field  offices.  To  improve  efficiency  in  response  to 
changing  workload,  AMS  has  downsized  the  Los  Angeles,  CA  area  field  office 
to  a  suboffice  and  transferred  the  office's  administrative  responsibilities 
to  the  Fresno,  CA  area  office. 


Fees  and  Charges  in  Effect: 
Service  Performed 


Lot  Inspection 

Yearly  Contract  (in-plant) 

Requested  Additional  Graders 

(in-plant) 

Seasonal  Contract 

(in-plant) 


FY  1993 
Hourly  Fees 


Base 

Holiday 

Overtime 

$37.00 
$32.00 

$74.00 
$64.00 

$55.50 
$48.00 

$37.00 

$74.00 

$55.50 

$37.00 

$74.00 

$55.50 

g.  Fresh  Fn-.t  and  Vegetable  Grading: 

Grading  services  for  fresh  fruits  and  vegetables  are  available  at  shipping 
points  and  in  receiving  markets  anywhere  in  the  U.S.  and  in  Puerto  Rico.  In 
FY  1993,  approximately  80  billion  pounds  of  fresh  fruits,  vegetables,  and 
specialty  crops  were  graded  by  AMS  by  approximately  5,500  Federally- 
supervised  and  licensed  State  employees.  AMS  has  redesigned  all  official 
grading  certificates  to  reduce  the  number  of  different  certificates  used  at 
receiving  markets  and  to  permit  capture  of  program  data  into  a  planned 
national  database.  All  field  offices  will  be  using  the  national  database  by 
the  third  quarter  of  FY  1994. 


Fees  and  Charges  in  Effect: 

Service  Performed 

Quality  and  Condition 
Inspections 


FY  1993  Fees 

$52.00        Half-carlot  or  less 
$62.00        More  than  half-carlot  up 
to  full-carlot 
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Condition  Only 
Inspections 


Five  or  More  Products  From 
the  Same  Truck  or  Rail  car: 


Quality  and/or  Condition 
Inspection  From  Ships  at 
Dockside: 

(per  package) 


Government  and  Other 
Inspections: 


h.  Dairy  Products  Grading: 


$10.00   Each  additional  lot 

$47.00   Half-carlot  or  less 
$52.00   More  than  half-carlot  up 

to  full-carlot 
$10.00   Each  additional  lot 

$220.00   First  five  products 
$10.00   Each  additional  product 
or  lot 


$  .01   Packages  less  than  15 

lbs 
$.02   Packages  15-29  lbs 
$.03   Packages  30  lbs  or 
more 

$62.00   Minimum  per  product 


$31.00   Per  hour  (1/2  hr. 

minimum) 
$15.50   Per  hour  additional  to 

other  charges 


Dairy  products  grading,  laboratory  analysis,  and  plant  inspections  assure 
purity  and  quality  of  dairy  products.  An  AMS  grade  is  required  on  all 
products  sold  to  the  Commodity  Credit  Corporation  under  the  dairy  price 
support  program.  Upon  request,  AMS  also  grades  dairy  products  sold  in 
commercial  channels.  In  FY  1993,  AMS  graded  approximately  1.5  billion 
pounds  of  dairy  products,  and  conducted  906  dairy  plant  inspections  to 
assure  sanitation  of  processing  facilities. 


Fees  and  Charges  in  Effect: 


Service  Performed 


Continuous  Resident  Service 
Product  Grading 

Night  Differential  Product  Grading 
Holiday,  Saturday,  Sunday 


FY  1993 
Hourly  Fees 

$39.60 
$44.60 
$49.00 
$69.90 


i .  Standardization: 

Domestic  and  international  standards  are  developed  for  use  in  grading, 
acceptance  and  certification  services  for  poultry,  eggs,  meat,  dairy 
products,  fresh  and  processed  fruits  and  vegetables,  cotton,  tobacco,  naval 
stores,  wool,  mohair,  and  livestock.  In  FY  1993,  119  standards  were 
reviewed,  including  34  for  cotton  products,  3  for  tobacco,  10  for  fresh  and 
40  for  processed  fruit  and  vegetable  products,  2  for  poultry  and  30  for 
meat.  As  a  result,  one  processed  fruit  and  vegetable  standard  was  revised. 
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MARKET  PROTECTION  AND  PROMOTION 

Current  Activities: 

AMS  administers  several  laws  under  this  activity,  including  the  Agricultural 
Marketing  Act  of  1946;  the  Food,  Agriculture,  Conservation,  and  Trade  Act  of  1990; 
the  Federal  Seed  Act;  the  Plant  Variety  Protection  Act;  research  and  promotion 
acts  for  beef,  cotton,  dairy  products,  eggs  and  egg  products,  fluid  milk,  honey, 
pork,  soybeans,  watermelon,  pecans,  mushrooms,  and  potatoes;  the  Export  Apple  and 
Pear  Act;  and  the  Export  Grape  and  Plum  Act.  These  laws  regulate  various 
marketing  activities  and  the  administration  of  each  includes  one  or  more  of  the 
following:  collection  of  pesticide  residue  data  and  recordkeeping;  issuance, 
suspension  or  revocation  of  licenses  or  registration;  collection  and  testing  of 
seed  samples;  audits  of  books  and  records;  investigation  of  complaints  and 
violations;  settlement  of  disputes;  and  legal  protection  to  developers  of  new 
varieties  of  plants  which  reproduce  sexually. 

Selected  Examples  of  Recent  Progress: 

1 .  Pesticide  Recordkeeping  Program: 

The  Food,  Agriculture,  Conservation,  and  Trade  Act  (FACT)  of  1990,  Subtitle  H, 
Sect.  1491,  states  that  the  Secretary  of  Agriculture,  in  consultation  with  the 
Administrator  of  the  Environmental  Protection  Agency  (EPA),  shall  require 
certified  applicators  of  restricted  use  pesticides  to  maintain  records 
comparable  to  records  maintained  by  commercial  applicators  of  pesticides  in 
each  State.  The  Secretary  of  Agriculture  and  the  Administrator  of  EPA  shall 
survey  the  records  required  by  the  statute  to  develop  and  maintain  a  data  base 
that  is  sufficient  to  enable  USDA  and  EPA  to  publish  annual  comprehensive 
reports  concerning  agricultural  and  nonagricultural  pesticide  use. 

The  National  Agricultural  Statistics  Service  (NASS)  will  collect  data  from 
agricultural  producers,  add  the  information  to  their  data  base  on  agricultural 
pesticide  use,  and  provide  an  annual  report  to  Congress  on  Federal  restricted 
use  pesticides. 

AMS  published  the  final  regulations,  7  CFR  Part  110,  "Recordkeeping 
Requirements  for  Certified  Applicators  of  Federally  Restricted  Use  Pesticioes" 
on  April  9,  1993.  The  regulations  became  effective  on  May  10,  1993.  AMS  has 
focused  on  the  delivery  of  educational  programs  and  materials  to  provide 
information  on  the  new  recordkeeping  regulations,  specifically  targeting 
certified  private  applicators. 

In  addition,  AMS  provided  funding  to  tb-    Ixtension  Service  to  develop 
educational  materials  and  programs  specific  to  the  Federal  Pesticide 
Recordkeeping  program.  Funds  were  distributed  to  the  State  Cooperative 
Extension  Services  for  utilization  in  their  ongoing  pesticide  education 
program. 

AMS  also  entered  into  a  cooperative  agreement  with  the  National  Association  of 
State  Departments  of  Agriculture  (NASDA)  to  conduct  two  workshops  with  State 
pesticide  regulatory  officials.  Those  workshops  were  designed  to  improve 
communications  between  the  States  and  explain  how  AMS  intends  to  administer  the 
program  through  cooperative  agreements  with  State  pesticide  regulatory 
agencies. 

Six  pilot  projects  with  the  State  Departments  of  Agriculture  in  Florida, 
Washington,  Arizona,  Pennsylvania,  Vermont,  and  West  Virginia  were  completed  in 
FY  1993.  The  information  gathered  by  the  pilot  projects  will  be  utilized  by 
AMS  in  administering  the  Federal  Recordkeeping  Program. 
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2.  Pesticide  Data  Program: 

The  Pesticide  Data  Program  (PDP)  collects  and  analyzes  samples  to  detect 
pesticide  residues  in  selected  commodities  from  the  Nation's  food  supply.  In 
November  1992,  the  first  Executive  Steering  Committee  meeting  was  held.  This 
meeting  sanctioned  the  present  liaison  and  working  groups  set  up  between  USDA, 
the  Environmental  Protection  Agency  (EPA),  and  the  Food  and  Drug  Administration 
(FDA),  as  stated  in  the  June  1992  Memorandum  of  Understanding. 

In  January  1993,  three  additional  states:  Colorado,  North  Carolina,  and  Ohio, 
began  sampling  of  the  12  commodities  in  PDP,  joining  the  states  of  California, 
Florida,  Michigan,  New  York,  Texas  and  Washington.  The  participation  of  these 
states  increased  the  number  of  samples  collected  for  each  commodity  from  52  to 
60  per  month.  The  addition  of  these  3  states  forms  the  basis  of  a  national 
program  that  represents  more  than  50  percent  of  the  nation's  population  and 
regional  diversity. 

The  modified  sampling  design  by  the  National  Agricultural  Statistics  Service 
was  implemented  in  January  1993  and  provides  for  "proportional  to  site  size 
sampling."  This  modified  design  is  statistically  defensible  and  allows 
national  inferences  from  the  1993  pesticide  residue  data. 

Standard  Operating  Procedures  based  on  the  EPA's  Good  Laboratory  Practices  were 
finalized  for  sample  collection,  laboratory  analysis  and  data  reporting.  PDP 
has  a  defined  statistically  defensible  sampling  rationale,  characterization  of 
analytical  testing  methodology,  data  quality,  and  residue  reporting  criteria. 
These  program  principles  mirror  similar  statements  regarding  residue  testing 
programs  embodied  in  the  National  Academy  of  Sciences  report  entitled, 
"Pesticides  in  the  Diets  of  Infants  and  Children,"  released  in  June  1993. 

At  the  end  of  FY  1993,  PDP  included  34  of  the  38  pesticides  from  the  EPA 
priority  list.  Multi -residue  analyses  for  carbamates  were  added  in  January 
1993.  Single  pesticide  analyses  were  expanded  to  five  commodities  for  benomyl 
and  to  six  commodities  for  2,4-D  analyses.  In  July  1993,  the  program  began 
formetanate  analyses  for  apples  and  peaches.  In  total,  approximately  7,700 
samples  from  375  commodity/pesticide  pairs  generated  almost  30,000  analyses. 
These  analyses  resulted  in  the  detection  of  over  60  different  pesticides;  more 
than  50  percent  higher  than  in  FY  1992.  The  data  information  system  was 
completed  and  used  to  produce  the  January-June  1992  semi-annual  report 
published  in  July  1993. 

3.  Federal  Seed  Program: 

a.  Federal  Seed  Act: 

AMS  has  cooperative  agreements  with  each  State  to  regulate  interstate 
commerce  of  agricultural  and  vegetable  seeds  with  regard  to  labeling. 
Under  these  agreements,  the  States  refer  apparent  violations  of  the  Federal 
Seed  Act  to  AMS  for  verification  and  appropriate  action.  In  cooperation 
with  State  agencies,  AMS  conducted  field  tests  on  over  1,410  samples  at  six 
different  locations  to  determine  trueness-to- variety  of  seed  in  interstate 
commerce.  In  FY  1993,  611  new  cases  were  received  from  22  States.  Thirty 
Federal  Seed  Act  cases  were  settled  administratively  during  FY  1993,  with 
penalty  assessments  totaling  $43,250.  The  penalty  assessments  ranged  from 
$300  to  $9,000. 

To  promote  uniformity  in  testing  inspection,  AMS  conducted  one  regional 
Seed  Analyst  Workshop,  two  Seed  Analyst  Schools  and  one  Inspector  Training 
Workshop. 
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b.  Agricultural  Marketing  Act: 

AMS  offers  seed  inspection  and  certification  services  to  interested  parties 
for  a  fee.  Most  of  the  users  of  this  service  are  exporters  of  seed. 
During  FY  1993,  over  1,685  seed  analysis  certificates  were  issued. 

4.  Plant  Variety  Protection  Act: 

The  Plant  Variety  Protection  Act  (PVPA)  is  a  voluntary  program  providing  legal 
protection  to  developers  of  new  varieties  of  plants  which  reproduce  sexually. 
Protection  under  the  Act  is  currently  given  to  varieties  of  approximately  100 
species  of  plants.  Each  developer  of  a  new  variety  is  assessed  a  fee  of  $2,600 
to  cover  the  cost  of  filing,  searching,  issuing,  informing  the  public,  and 
maintaining  plant  variety  protection  certificates.  The  current  fees  for 
protection  were  instituted  January  19,  1993. 

AMS  received  a  total  of  316  applications  for  protection  of  new  varieties  of 
seed-reproduced  plants  in  FY  1993.  A  total  of  609  applications,  including  some 
from  previous  years,  were  pending  action  at  the  end  of  FY  1993.  Searches  were 
conducted  on  325  applications  to  determine  whether  the  plant  constituted  a  new 
variety  and  272  certificates  of  protection  were  issued.  A  total  of  2,795 
certificates  were  in  force  at  the  end  of  FY  1993  and  protection  expired  on  102 
varieties  during  the  year. 

5.  Research  and  Promotion  Programs: 

AMS  provides  administrative  oversight  to  a  number  of  industry-funded  research 
and  promotion  programs.  Industry  research  and  promotion  boards  collect 
assessments  from  producers,  and  sometimes  importers  and  handlers,  to  carry  out 
programs  aimed  at  strengthening  the  demand  for  and  improving  the  quality  of 
beef,  cotton,  dairy  products,  eggs  and  egg  products,  honey,  limes,  pecans, 
mushrooms,  pork,  potatoes,  soybeans,  and  watermelons. 

It  is  the  responsibility  of  AMS  to  review  and  approve  the  budgets  and  projects 
proposed  by  the  boards.  The  industry  reimburses  AMS  for  the  costs  of 
administrative  oversight  activities.  In  1990,  the  Farm  Bill  authorized 
research  and  promotion  programs  for  pecans,  mushrooms,  limes,  soybeans,  and 
fluid  milk  promotion.  To  date,  the  soybean,  mushroom  and  pecan  programs  have 
been  implemented.  The  Department  held  a  referendum  for  a  processor-funded 
fluid  milk  promotion  program  in  September  and  the  program  will  be  implemented 
in  FY  1994. 

Established  in  1966,  the  Cotton  Research  and  Promotion  Program  is  completing 
its  27th  year  of  work  toward  strengthening  cotton's  competitive  position  and 
expanding  domestic  and  foreign  markets  for  U.S.  produced  cotton.  An  assessment 
on  imported  cotton  and  the  cotton  content  of  Imported  products  was  implemented 
in  August  1992.  Collections  on  imports  for  FY  1993  were  $14  million  -  $2 
million  more  than  anticipated.  The  assessment  collections  on  domestically 
produced  cotton  for  FY  1993  were  $36  million.  Domestic  collections  were 
reduced  due  to  depressed  cotton  prices  and  an  industry- initiated  reduction  of 
the  assessment  rate. 

The  Beef  Promotion  and  Research  Act  of  1985  authorized  the  establishment, 
financing,  and  operation  of  a  national  beef  promotion  and  research  program. 
The  Beef  Promotion  and  Research  Order,  which  promotes  increased  consumption  of 
beef  in  the  United  States  as  well  as  in  foreign  countries,  became  effective  in 
July  1986.  In  1993  about  $7  million  of  the  $80  million  in  assessments  was 
collected  from  importers.  The  National  Beef  Promotion  and  Research  program 
received  $44  million  of  the  assessments  while  qualified  State  beef  council 
programs  received  the  remaining  $36  million. 
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The  Pork  Promotion,  Research,  and  Consumer  Information  Act  of  1985  authorized 
the  establishment  of  a  national  industry-funded  and  operated  pork  promotion 
program.  The  Pork  Promotion,  Research,  and  Consumer  Information  Order,  which 
strengthens  the  position  of  pork  in  the  marketplace  as  well  as  in  foreign 
markets,  became  effective  in  September  1986.  Approximately  $2  million  of  the 
$40.6  million  assessments  collected  in  1993  were  from  importers. 

The  Soybean  Promotion,  Research,  and  Consumer  Information  Act  of  1990 
authorizes  a  national  industry-funded  promotion  and  research  program  for 
soybeans  and  soybean  products.  An  Order  implementing  the  legislation  was 
issued  by  the  Secretary  of  Agriculture  on  July  9,  1991.  Collection  of 
assessments  began  September  1,  1991.  Total  assessments  generated  under  the  Act 
are  about  $50  million  annually.  The  State  boards  retain  half  of  the  funds 
collected  to  fund  State  initiated  programs,  while  the  remaining  half  of  the 
funds  are  provided  to  the  United  Soybean  Board.  After  refunds  are  paid,  the 
United  Soybean  Board  has  an  annual  net  income  of  about  $20  million,  with  the 
states  retaining  a  like  amount.  As  required  under  the  Act,  the  U.S.  Department 
of  Agriculture  will  conduct  a  referendum  among  soybean  producers  early  in  1994 
to  determine  if  producers  want  the  program  to  continue.  Producers  may  obtain 
full  refunds  of  assessments  prior  to  the  referendum's  outcome. 

The  Honey  Research,  Promotion  and  Consumer  Information  Act  of  1984,  as  amended, 
authorizes  a  program  to  strengthen  the  demand  for  honey  in  the  marketplace. 
The  Order,  issued  by  the  Secretary  of  Agriculture  on  July  21,  1986,  provided 
for  the  establishment  of  the  National  Honey  Board.  Producers  and  importers  may 
apply  for  an  exemption  from  paying  assessments  If  they  produce  less  than  6,000 
pounds  of  honey  per  year  and  such  honey  is  distributed  directly  to  retail 
outlets.  A  producer  or  importer  who  consumes  honey  at  home  or  donates  it, 
rather  than  sells  it,  may  also  apply  for  an  exemption.  In  FY  1993  the  Board 
received  approximately  S3  million  in  assessments  and  refunded  approximately  $34 
thousand.  Two  million  dollars  was  collected  on  domestic  honey  and  $1.1  million 
was  collected  on  imported  honey.  A  focal  point  of  the  Board's  projects  is  to 
assure  consumers  that  honey  is  a  wholesome  food. 

The  Egg  Research  and  Consumer  Information  Act,  as  amended,  authorizes  the 
collection  of  nonrefundable  assessments  to  finance  research,  promotion,  and 
education  activities.  During  FY  1993,  egg  producers  paid  assessments  at  5 
cents  per  30-dozen  case  of  commercial  eggs  totaling  approximately  $7.5  million. 
Projects  related  to  food  safety  in  food  service  and  high-risk  health  care 
institutions,  as  well  as  retail  establishments,  were  given  high  priority. 
Funding  continued  for  four  and  began  for  two  other  research  studies  that 
examine  the  effect  of  egg  consumption  on  serum  cholesterol  levels.  In 
addition,  a  new  advertising  campaign  was  launched,  with  television  commercials 
airing  on  network  and  cable  channels.  Other  programs  focused  on  nutrition 
education  and  promotion  of  egg  products  and  spent  fowl  for  schools. 

The  Dairy  and  Tobacco  Adjustment  Act  of  1983  authorized  a  national  program  for 
dairy  product  promotion,  research,  and  nutrition  education  as  part  of  a 
comprehensive  strategy  to  reduce  milk  supplies  and  increase  consumption  of  milk 
and  dairy  products.  This  program  is  funded  by  a  mandatory  15-cent  per 
hundredweight  assessment  on  all  milk  produced  and  marketed  commercially  in  the 
contiguous  48  states.  The  program  is  administered  by  a  National  Dairy 
Promotion  and  Research  Board.  The  Board's  revenue  from  producer  assessments  in 
FY  1993  was  $76.3  million  of  the  approximately  $226  million  collected.  The 
remainder  of  the  funds  collected  are  utilized  by  qualified  State  and  regional 
promotion,  research,  or  nutrition  education  programs.  In  an  effort  to  expand 
export  sales  of  dairy  products,  the  Board  has  signed  a  Memorandum  of  Agreement 
with  USDA's  Foreign  Agricultural  Service.  This  agreement  established 
cooperator  status  for  the  Board  and  enables  them  to  receive  funds  for  marketing 
and  promotion  activities  in  global  markets.  The  export  program  targets  the 
Pacific  Rim  countries  and  Mexico  as  the  first  area  for  marketing  and  promotion 
of  value-added  dairy  products.  USDA  is  required  to  submit  to  Congress  an 
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annual  report  describing  activities  conducted  under  the  Dairy  Promotion  and 
Research  Order,  accounting  of  funds  collected  and  spent,  and  an  independent 
analysis  of  the  effectiveness  of  the  program.  The  most  recent  report  was 
submitted  on  July  1,  1993.  A  referendum  to  continue  the  dairy  promotion 
program  was  held  in  August  1993.  Approximately  71.4  percent  of  the  dairy 
farmers  who  voted  in  the  referendum  favored  support  of  this  program. 

Since  its  establishment  in  1972,  the  National  Potato  Promotion  Board,  as 
authorized  by  the  Potato  Research  and  Promotion  Act  of  1971,  has  successfully 
carried  out  a  coordinated  program  of  research,  development,  advertising,  and 
promotion.  In  FY  1993,  the  Board  collected  $7.2  million  in  assessment  revenue. 
The  1990  Farm  Bill  amended  the  Act  to  authorize  assessments  on  imported 
potatoes,  processed  potato  products,  and  seed  potatoes.  Assessments  on  imports 
began  in  November  1992,  and  for  FY  1993  added  S226  thousand  to  the  funds 
available  to  the  Board.  In  cooperation  with  the  Foreign  Agricultural  Service, 
the  Board  promotes  potatoes  in  the  Pacific  Rim  countries.  For  the  Board's 
marketing  year,  April  1993  to  March  1994,  it  received  S3. 2  million  in  FAS  funds 
to  operate  its  export  marketing  plan.  The  Board's  current  domestic  promotion 
program  aims  to  convince  consumers  to  serve  potatoes  at  home  more  often.  The 
program  will  also  continue  to  reinforce  the  themes  of  nutrition  and  convenience 
that  have  been  successful  in  changing  consumers'  attitudes  about  potatoes  over 
the  past  years. 

The  Watermelon  Research  and  Promotion  Act  authorizes  the  establishment  of  an 
effective,  continuous,  and  coordinated  program  of  research,  development, 
advertising,  and  promotion  of  watermelon.  This  Act  is  designed  to  strengthen 
the  watermelon's  competitive  position  in  the  ma-ketplace,  and  to  establish, 
maintain,  and  expand  domestic  and  foreign  mark's  for  watermelons  produced  in 
the  United  States.  The  Watermelon  Research  anc  Promotion  Plan  was  issued  in 
June  1989,  and  full  implementation  of  the  Plan  began  in  March  1990.  Both 
producers  and  handlers  are  assessed  under  this  program.  For  FY  1993,  the  Board 
is  expected  to  report  approximately  $860,000  in  assessments,  and  refunds  of 
approximately  $250,000.  The  Board  is  aggressively  pursuing  its  food  service, 
retailer,  and  public  relations  programs.  Legislation  has  been  introduced  to 
eliminate  refunds  and  to  authorize  the  assessment  of  imported  watermelons. 

The  Pecan  Promotion  and  Research  Act  of  1990  authorized  the  establishment  of  a 
coordinated  national  program  for  generic  pecan  promotion,  research,  industry 
and  consumer  information.  This  Act  is  designed  to  maintain  and  expand  existing 
domestic  and  foreign  markets  and  develop  new  markets  for  pecans.  The  Pecan 
Promotion  and  Research  Plan  became  effective  on  May  1,  1992.  The  initial  Pecan 
Marketing  Board  met  in  August  1992.  The  Board  collected  about  $630  thousand  in 
domestic  assessments  and  $270  thousand  in  import  assessments  during  its  fiscal 
year  ending  September  30,  1993.  Referendum  balloting  took  place  September  22nd 
through  October  1,  1993.  The  ballots  are  being  tallied  to  determine  if  pecan 
growers,  grower-shell ers,  and  importers  favor  the  continuation  of  the  pecan 
plan. 

The  Lime  Research,  Promotion,  and  Consumer  Information  Act  of  1990  authorizes 
the  establishment  of  an  effective,  continuous  and  coordinated  national  program_ 
for  limes.  The  Act  is  designed  to  strengthen  the  position  of  the  lime  industry 
in  domestic  and  foreign  markets,  and  maintain,  develop  and  expand  markets  for 
limes.  The  Act  authorizes  a  maximum  assessment  rate  of  one  cent  per  pound  on 
limes  produced  domestically  or  imported  into  the  United  States.  However, 
producers  and  importers  who  produce  or  import  less  than  35,000  pounds  of  limes 
per  year  are  exempt.  The  first  handler  is  responsible  for  collecting  the 
assessment  from  the  producer  and  remitting  it  to  the  Board.   Importers  pay  the 
assessment  when  limes  enter  the  United  States.  The  Lime  Research,  Promotion, 
and  Consumer  Information  Order  became  effective  on  January  27,  1992.  The  first 
Lime  Board  met  in  October  1990  to  consider  a  budget  and  an  assessment  rate. 
However,  the  program  is  currently  on  hold  pending  a  technical  amendment  to  the 
Act  regarding  the  variety  of  limes  to  be  covered  by  the  program. 
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The  Mushroom  Promotion,  Research,  and  Consumer  Information 
establishment  of  an  effective,  continuous,  and  coordinated 
fresh  mushrooms.  The  purpose  of  the  program  is  to  strength 
the  mushroom  industry  in  domestic  and  foreign  markets  and  t 
and  expand  markets  for  fresh  mushrooms.  The  Mushroom  Promo 
Consumer  Information  Order  became  effective  on  January  8,  1 
importers  of  less  than  500,000  pounds  of  fresh  mushrooms  an 
from  assessments.  Assessment  payments  did  not  begin  until 
therefore,  assessments  under  the  program  in  FY  1993  are  ins 
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FY  1993 


Assessments 
Collected 

(Millions 

of  Doll 

Refunds  to 
Producers 
ars) 

Beef 

$44.2 

0.0 

Pork 

32.6 

0.0 

Cotton 

50.9 

$0.4 

Egg 

7.5 

0.0 

Honey 

3.1 

0.0 

Potatoes 

7.2 

0.0 

Dairy 

76.3 

0.0 

Pecans 

0.9 

0.0 

Watermelon 

1.0 

0.3 

Mushrooms 

0.0 

0.0 

Soybeans 

23.5 

0.0 

TRANSPORTATION  SERVICES 

Current  Activities: 

The  Transportation  Services  program  promotes  and  assists  in  the  development  of  an 
efficient  agricultural  transportation  system  to  help  improve  farm  income,  expand 
exports,  and  meet  the  transportation  needs  of  rural  America.  AMS  provides 
assistance  to  State  and  local  decision-makers  and  to  farmers  and  shippers  in 
regulatory,  policy,  and  legislative  matters.  To  accomplish  this,  AMS  conducts 
technological  research,  as  well  as  economic  studies  and  analyses  of  domestic  and 
international  transportation  systems.  Also,  AMS  provides  technical  assistance  and 
information  on  agricultural  transportation,  rural  access,  and  food  distribution 
matters  to  producers,  producer  groups,  shippers,  rural  communities,  carriers, 
government  agencies,  and  universities. 

Selected  Examples  of  Recent  Progress: 

1 .    International  Surface  Transportation  Efficiency  Act  (ISTEA^  Workshops 

A  key  ISTEA  provision  requires  the  states  to  include  all  affected  groups  in 
their  transportation  planning.  To  ensure  that  agricultural  and  rural 
transportation  concerns  are  considered  in  the  planning  process,  AMS  co- 
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sponsored  eight  regional  workshops  to  inform  rural  residents  about  ISTEA  and 
the  need  to  become  involved. 

Rural  Transportation  Infrastructure  Research 

AMS  is  working  with  an  interdisciplinary  research  team  conducting 
comprehensive  research  on  the  status,  condition  and  funding  of  the  U.S  rural 
transportation  infrastructure.  Three  projects  are  underway,  examining  the 
status  of  rural  bridges  20  feet  and  over  in  length,  the  status  of  the  rural 
rail  system  since  deregulation  and  its  impact  on  the  rural  economy,  and  the 
impact  of  decentralized  transportation  programs  (ISTEA)  on  the  condition  of 
roads  and  bridges  in  rural  areas. 

Railcar  Supply  for  Grain  Shippers 

Shortages  of  covered  hopper  railcars  have  been  a  constant  problem  for  grain 
snippers  throughout  much  of  the  country  since  the  late  1980's.   In  FY  1993, 
AMS  followed  up  an  earlier  analysis  with  a  study  focused  on  the  economic 
impact  of  grain  car  availability  on  U.S.  grain  prices,  and  the  effect  of 
fleet  sizing  and  operations  on  U.S.  rail  carriers.  The  study  indicated  that 
the  capacity  of  the  Nation's  grain  car  fleet  directly  influences  the  prices 
many  farmers  receive  for  their  grain. 

Representation  for  Rural  and  Agricultural  Shippers 

AMS  acted  as  a  liaison  with  the  U.S.  Army  Corps  of  Engineers  on  behalf  of 
agricultural  shippers  during  the  extensive  Mississippi  River  system  flooding 
in  the  summer  of  1993.  AMS  also  filed  comments  with  the  Department  of 
Transportation  on  proposed  regulations  prohibiting  the  cross-hauling  of  food 
products  with  non-food  contaminants  under  the  Sanitary  Food  Transportation 
Act;  and  with  the  Interstate  Commerce  Commission  regarding  a  proposal  to 
exempt  the  railroad  transport  of  export  corn  and  soybeans  from  economic 
regulation. 

Hazardous  Materials  Transportation 

AMS  prepared  tip  sheets  on  hazardous  materials  transportation  training 
regulations.  The  tip  sheets  summarize  Federal  regulations  governing  the 
transportation  of  hazardous  materials  for  farmers  and  other  rural  businesses 
that  transport  small  amounts  of  chemicals  for  on-farm  use. 

U.S.-Mexico  Transportation 

AMS  provides  technical  assistance  and  information  to  U.S.  firms  interested  in 
exporting  agricultural  commodities  and  food  products  to  Mexico.  In  FY  1993, 
AMS  focused  on  Mexican  border  regulations  and  procedures,  provisions  of  the 
North  American  Free  Trade  Agreement  (NAFTA),  and  the  availability  of  truck 
and  railroad  services  to  Mexico.  We  are  conducting  research  to  identify 
transportation-related  opportunities  for  increased  exports  of  perishables  to 
Mexico,  and  to  describe  the  logistics  of  exporting  grain  to  Mexico.  AMS 
represented  the  Department  in  negotiations  of  the  NAFTA  land  transportation 
issues  and  participates  in  meetings  of  the  U.S.-Mexico  Bilateral 
Transportation  Working  Group. 

Export  Transportation  Workshops 

AMS  organized  workshops  in  six  states  during  FY  1993  to  provide  first-time 
exporters  with  an  understanding  of  the  international  transportation  system 
and  how  it  affects  product  marketing,  cost,  and  quality.  Workshop  topics 
include  ocean  and  air  freight  rates  and  services,  cargo  insurance,  product 
handling,  port  operations,  and  transport  documentation.  An  "Agricultural 
Export  Transportation  Workbook"  was  published  as  a  training  tool  for  the 
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workshops.  A  project  was  initiated  to  produce  a  how-to-export  video  and  a 
more  detailed  workbook  for  persons  interested  in  exporting  to  Hong  Kong, 
Taiwan,  Japan,  and  Singapore. 

AMS  continued  to  develop  an  educational  program  to  promote  the  importance  of 
proper  handling  and  transportation  of  livestock  shipped  to  overseas  markets. 
A  "Guidebook  of  Livestock  Exporters"  was  published  and  will  be  updated  in 
1994  to  include  more  information  on  the  trucking  of  animals.  AMS  is  also 
producing  a  video  on  livestock  trucking  procedures.  A  livestock  exporter 
workshop  was  held  in  June  1993. 

8.   International  Issues 

USDA  testified  before  the  House  Committee  on  Government  Operations  to  discuss 
the  impact  of  the  Shipping  Act  of  1984  on  agricultural  exports,  and 
participated  in  maritime  policy  reviews  in  two  interagency  groups.  After 
analysis  of  the  impact  of  ocean  shipping  regulations  and  policy  on 
agricultural  trade,  AMS  published  a  draft  report  entitled  "Maritime  Policy 
and  Agricultural  Interests:  Impacts  of  the  Conference  System." 

AMS  continued  a  pilot  project  to  track  and  report  commodity  ocean  freight 
charges,  transit  times,  and  market  shares  from  the  U.S.  to  East  Asian 
markets.  A  group  of  snippers,  freight  forwarders,  and  carriers  responded 
enthusiastically  after  reviewing  the  draft  of  the  "Ocean  Container  East  Asian 
News  (OCEAN)  Rate  Bulletin." 

A  computerized  data  base  of  ocean  freight  rates  for  bulk  grain  shipments  has 
been  refined,  and  is  updated  weekly.  This  data  is  used  to  monitor  trends  in 
ocean  freight  costs  for  U.S.  and  foreign  origin  grain  shipments.  Quarterly 
rate  summaries  are  being  issued  and  distributed  to  exporters,  ports,  and 
Federal  agencies. 

AMS  is  implementing  the  Agreement  on  the  International  Carriage  of  Perishable 
Foodstuffs  (ATP)  in  the  United  States.  Although  the  ATP  certification  is 
voluntary  in  the  United  States,  it  is  mandatory  in  Europe.  The  ATP  requires 
that  transport  equipment  used  to  move  perishables  between  countries  be 
inspected,  tested,  certified,  and  marked  to  ensure  that  the  equipment  is 
properly  insulated  and  capable  of  maintaining  a  prescribed  temperature. 
Maximum  temperatures  for  the  carriage  of  frozen  food,  meat,  poultry,  dairy, 
and  seafood  products  are  given.  The  ATP  program  has  been  used  primarily  by 
U.S.  trailer  and  mechanical  refrigeration  unit  manufactures  who  export 
equipment  to  Europe.  In  1993,  AMS  certified  58  trailers  worth  $3.2  million. 

At  the  request  of  the  Foreign  Agriculture  Service,  AMS  continued  activities 
in  Russia  and  Poland  under  the  Emerging  Democracies  Program.  AMS  published 
"An  Overview  of  Agricultural  Transportation  in  the  Former  Soviet  Union."  A 
port  study  of  St.  Petersburg  resulted  in  a  number  of  recommendations  to 
remove  institutional  and  operational  barriers  to  increase  U.S.  exports.  Test 
shipments  of  U.S.  agricultural  products  to  Poland  sparked  interest  in  larger, 
container  loads. 

At  the  request  of  the  Office  of  International  Cooperation  Development  and 
other  organizations,  AMS  conducted  transportation  and  marketing  seminars  in 
Venezuela,  Costa  Rica,  and  the  Philippines.  AMS  also  participated  in  an 
evaluation  of  El  Salvador's  market  for  U.S.  consumer-ready  products. 

In  cooperation  with  Washington  State  University,  AMS  analyzed  the  impact  of 
Canadian  rail  subsidies  for  hay,  fry  pea,  and  lentil  exports  and  we  are 
finalizing  a  study  with  California  State  University  that  regarding  Mexico's 
Transportation,  Distribution,  and  Logistical  Infrastructure  for  U.S. 
Agricultural  Products. 
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Tests  were  conducted  on  the  shelf  life  of  fresh  fruits  and  vegetables  during 
surface  shipment  to  Poland  with  the  goal  of  enhancing  agricultural  trade 
between  the  U.S.  and  Poland.  Numerous  tests  were  conducted  in  the  laboratory 
using  coatings  and  environmental  techniques  to  extend  the  shelf  life.  An  air 
shipment  of  14  fresh  fruits  and  vegetables  was  sent  to  Poland  to  measure 
market  acceptance  and  preferences.  Then  a  containerized  surface  shipment  was 
made  using  controlled  environment  technology. 

WHOLESALE  MARKET  DEVELOPMENT 

Current  Activities: 

AMS  studies  and  promotes  improvement  of  facilities  that  enable  market  access  by 
the  small  to  medium-sized  grower.  Applied  research  is  conducted  to  inform  states, 
localities,  market  managers,  and  growers  of  changes  in  the  market  that  allow  them 
to  make  strategic  decisions  for  future  product  development.  AMS  has  recently 
expanded  the  program  to  include  auction  and  collection  markets,  retail  farmers' 
markets,  and  public  markets,  and  on  expanding  markets  in  and  near  metropolitan 
areas.  This  expansion  will  provide  more  market  access  for  the  small  grower,  more 
nutritious  foods  for  the  urban  poor,  and  will  create  jobs  through  the  development 
of  facilities. 

Selected  Examples  of  Recent  Progress: 

Chicaoo.  IL 

AMS  has  completed  Its  portion  of  a  study  to  replace  the  old,  outdated,  and 
inefficient  facility  at  the  South  Water  Street  [Wholesale]  Market.  Originally 
built  In  1939,  this  facility  1s  critical  to  the  distribution  of  fresh  fruit  and 
vegetables  in  the  Chicago  metropolitan  area.  This  improved  facility  will  enable 
the  City  to  keep  2,000  jobs  and  maintain  $642  million  in  commerce.  Currently,  the 
City  of  Chicago  1s  arranging  for  financing  to  develop  the  market.  Another  project 
underway  is  the  replacement  of  the  Randolf  and  Fulton  Streets  Market,  which  is 
similar  to  the  South  Water  Street  program.  The  feasibility  of  Chicago  becoming  a 
major  Midwestern  Intermodal  hub  for  the  distribution  of  food  and  fiber  products  is 
also  being  studied. 

Toledo.  Ohio  Farmers'  Market  Facility  Study 

The  Toledo  Farmers'  Market  serves  as  a  vital  outlet  for  local  fruits,  vegetables, 
greenhouse  products,  crafts,  baked  goods  and  other  homemade  food  items  in  the 
greater  Toledo  metropolitan  area.  However,  facility  and  land  constraints  severely 
impact  the  market's  ability  to  expand  and  provide  needed  space  and  services  to  its 
users.  The  City  of  Toledo  owns  and  manages  the  Market,  and  has  undertaken  an 
aggressive  renovation  project  designed  to  improve  and  increase  grower  and  consumer 
utilization  of  this  facility.  AMS  evaluated  existing  market  conditions  and 
provided  recommendations  for  improved  facilities  and  expansion.  The  Ohio  State 
University  Cooperative  Extension  Service,  the  Toledo  Department  of  Natural 
Resources,  and  the  Toledo  Warehouse  District  Association  (a  non-profit  public 
group)  cooperated  with  AMS  to  complete  the  study. 

Maine  Marketing  Facility  Study 

AMS  is  assessing  the  need  for  a  multi-purpose  center  to  support  agricultural 
trade,  wholesale  activity,  initial  processing,  and  other  activities  needed  to 
continue  an  effective  food  industry  in  the  region.  Preliminary  design  concepts 
have  been  developed  and  AMS  is  developing  specific  requirements  for  a  new 
marketing  and  small  scale  processing  center. 
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Jackson.  MS  Farmers'  Market 

AMS  has  completed  the  preliminary  stages  for  reconstructing  the  Jackson  Farmers' 
Market.  The  Mississippi  Department  of  Agriculture  will  send  site  plans  for  the 
market  and  AMS  will  work  on  general  layouts  to  determine  the  capacity  of  the 
property.  AMS  will  also  determine  if  the  current  site  is  the  ideal  location  for 
the  market  to  be  reconstructed. 

Columbus.  OH  and  Ashville.  NC 

AMS  initiated  projects  to  evaluate  different  methods  of  serving  the  inner-city 
retail  food  needs  of  major  cities  and,  at  the  same  time,  provide  additional 
outlets  to  regional  fanners.  Initial  efforts  in  the  project  have  focused  on  a 
modernization  effort  of  an  inner-city  market  hall  operated  by  the  North  Market 
Development  Authority  in  Columbus,  Ohio  and  the  Grove  Arcade  Public  Market  in 
Asheville,  NC.  Cooperative  arrangements  have  been  initiated  to  assist  in 
developing  these  plans.  Information  developed  will  provide  a  planning  basis  for 
similar  efforts  in  other  cities  and  a  benchmark  for  comparison  with  other  inner- 
city  food  retailing  efforts. 
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AGRICULTURAL  MARKETING  SERVICE 

The  estimates  include  appropriation  language  for  this  item  as  follows 
(new  language  underscored:  deleted  matter  enclosed  in  brackets): 

Payments  to  States  and  Possessions: 

For  payments  to  departments  of  agriculture,  bureaus 
and  departments  of  markets,  and  similar  agencies  for 
marketing  activities  under  section  204(b)  of  the 
Agricultural  Marketing  Act  of  1946  (7  U.S.C.  1623(b)), 
[$1,735,000]  SI. 250.000. 
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PAYMENTS  TO  STATES  AND  POSSESSIONS 

Appropriations  Act,  1994  $1,735,000 

Budget  Request,  1995  1.250.000 

Decrease  in  Appropriation  -485.000 

Adjustments  in  1994: 

Appropriations  Act,  1994  $1,735,000 

Activities  transferred  per  Secretary's 

Reorganization  Authority  a/  -435.000 

Adjusted  base  for  1994  1,300,000 

Budget  Request,  1995  1.250.000 

Decrease  from  adjusted  1994  -50.000 

a/  Reflects  the  FY  1994  transfer  of  $435,000  to  Agricultural 

Cooperative  Service  pursuant  to  the  Secretary's  Reorganization 
Authority. 

PROJECT  STATEMENT 
(On  basis  of  appropriation) 


1993 
Actual 


1994 
Estimated 


Decrease 


1995 
Estimated 


Payments  for  marketing  service 
work  under  Section  204(b)  of 
the  Agricultural  Marketing 
Act  of  1946  


Unobl igated  bal ance  

Total,  available  or  estimate 

Transfer  to  the  Agricultural 
Cooperative  Service  


Total  appropriation 


T  •  ■  T  •  •  •  • 


$1,233,042 
16.958 


$1,300,000 


-$50,000 


$1,250,000 


1-250.000 


1.300.000 


(1) 
-50.000 


1.250.000 


+435.000 


-435.000 


485.000:  1.250.000 


:  1.250.000:  1.735.000 

EXPLANATION  OF  PROGRAM 

The  Federal-State  Marketing  Improvement  Program  is  authorized  by  Section 
204(b)  of  the  Agricultural  Marketing  Act  of  1946.  This  legislation  also 
grants  the  U.S.  Department  of  Agriculture  authority  to  establish  cooperative 
agreements  with  State  Departments  of  Agriculture  or  similar  State  agencies. 
These  agreements  make  possible  joint  efforts  to  improve  the  efficiency  of  the 
agricultural  marketing  chain.  The  States  perform  the  work  or  contract  it  to 
others,  and  must  contribute  at  least  half  of  the  cost  of  the  projects. 
Payments  are  made  to  State  marketing  agencies  to:  identify  and  market  test 
alternative  farm  commodities;  determine  methods  of  providing  more  reliable 
market  information,  and  develop  better  commodity  grading  standards.  This 
program  has  covered  many  types  of  projects,  such  as  electronic  marketing  and 
agricultural  product  diversification.  The  general  themes  of  the  current 
projects  include  the  improvement  of  marketing  efficiency  and  effectiveness, 
and  seeking  new  outlets  for  existing  farm  produced  commodities. 
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JUSTIFICATION  OF  INCREASES  AND  DECREASES 
Payments  to  States  and  Possessions 

(])   A  decrease  of  $50.000  for  program  activities. 

Need  for  Change.  The  Federal-State  marketing  improvement  program  provides 
matching  funds  to  State  Departments  of  Agriculture  for  projects  directed 
toward  improving  the  marketing  of  farm  products  within  local  marketing 
systems.  This  program  assists  the  States  to  fund  projects  at  the  regional 
and  local  level.  AMS  proposes  a  reduction  in  Federal  matching  funds. 
Decreased  funding  will  allow  the  agency  to  continue  to  provide  assistance  for 
the  most  urgent  local  marketing  projects. 

Nature  of  Change.  AMS  will  continue  to  provide  Federal  matching  funds  to 
assist  the  States  in  funding  projects  designed  to  resolve  State  or  local 
marketing  problems. 
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Agricultural  Marketing  Service 
Payments  to  States  and  Possessions 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  and  Estimated  1994  and  1995 


1993 


Alabama   $82,566 

Arizona  50,000 

Arkansas  94,572 

California  40,000 

Colorado  34,700 

Connecticut  80,000 

Delaware  14,000 

Florida  82,000 

Georgia  50.000 

Idaho  46,000 

Indiana  39,903 

Maine  9,000 

Massachusetts  25,500 

Minnesota  44,475 

Mississippi  35,000 

Nebraska  29,615 

New  Mexico  16,000 

New  York  11,673 

Oklahoma  50,000 

South  Dakota  40,000 

Texas  145,000 

Virgin  Islands  60,000 

Virginia  73,038 

Utah  80.000 

Subtotal,  Available 

or  Estimate  1,233,042 

Unobligated  Balance  .  16.958 


Total ,  Available  or 
Estimate  a/  


$1.250.000 


a/  Distribution  of  obligations  by  State  not  available  until  projects 
have  been  selected.  Funding  in  1994  is  $1,300,000  and  1995 
$1,250,000. 
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PAYMENTS  TO  STATES  AND  POSSESSIONS 

STATUS  OF  PROGRAM 

FEDERAL-STATE  MARKETING  IMPROVEMENT  PROGRAM 

Current  Activities: 

Through  grant  agreements  with  State  Departments  of  Agriculture  and  other  State 
agencies,  the  Federal-State  Marketing  Improvement  Program  supports  joint  projects 
aimed  at  improving  the  efficiency  of  the  agricultural  marketing  chain.  The  States 
contribute  at  least  half  of  the  project  costs.  The  work  is  performed  by  State 
personnel,  employees  of  land  grant  or  1890  universities,  or  is  contracted  out  to 
private  industry. 

Selected  Examples  of  Recent  Progress: 

During  FY  1993,  32  projects  involving  24  States  were  approved.   In  addition  to  the 
SI. 2  million  provided  by  Congress  for  these  projects,  the  States  and  other 
resources  contributed  over  $1.5  million.  Requests  were  received  from  35  States 
for  68  projects  totalling  of  $3.8  million.  Examples  of  funded  projects  are  as 
follows: 


Federal 
Funding 

S57.407 


540,000 


$55,000 


S32,000 


Participating 
States 

ARKANSAS 


CALIFORNIA 


CONNECTICUT 


FLORIDA 


$50,000 


$42,183 


$80,000 


GEORGIA 


MINNESOTA 


UTAH 


Project 

Market  Testing  Value-Added  Fruit  Products 
A  project  to  assist  producers  of  concord 
grapes  to  find  alternative  markets  and 
products  after  a  major  processor  pulled  out. 

Specialty  Products  Research  and  Education 
A  project  to  educate  producers  on  marketing 
opportunities  for  specialty  products  including 
lamb  and  apples. 

Six  State  New  England  Grown  Program 

A  project  to  bring  together  six  States  in  a 

joint  marketing  effort  for  local  producers. 

Market  Development  Strategies  for  the  Tropical 
Fruit  Industry 

A  project  to  seek  alternative  fruit  crops  for 
South  Florida  producers  that  lost  limes  and 
mangoes  in  the  hurricane. 

Rural  To  Urban  Marketing  Program 

A  project  to  help  minority  farmers  develop 

alternative  crops  and  marketing  systems. 

Organic  Food  Inspector  Training  Program 
A  project  to  develop  an  organic  inspector 
training  program  and  manual  for  inspectors. 

Create  a  Certified  Alfalfa  Program 

A  project  to  develop  quality  standards  and 

marketing  plans  for  certified  alfalfa. 
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PERISHABLE  AGRICULTURAL  COMMODITIES  ACT  FUND 

Appropriations  Act,  1994  (from  receipts)  $7,820,000 

Budget  Estimate,  1995  (from  receipts)  7.881.000 

Increase  in  Appropriation  +61 .000 

SUMMARY  OF  INCREASES  AND  DECREASES 
(On  basis  of  appropriation) 


Item  of  Change 

Licensing  dealers  and 
handling  complaints  .. 


1994 
Estimated 


$7,820,000 


Pay  Cost 


+$61,000 


Program 
Changes 


1995 
Estimated 


$7,881,000 


PROJECT  STATEMENT 
(On  basis  of  appropriation) 


1993  Actual 

1994  Est 

mated 

Increase 

or 
Decrease 

1995  Estimated 

Project 

Amount 

Staff- 
Years 

Amount 

Staff- 
Years 

Amount 

Staff- 
Years 

Licensing  dealers 
and  handling 
complaints  

$6,920,636 

-1,233,171 

1.690.789 

125 

$7,820,000 

127 

+$61,000 

$7,881,000 

-1,690,789 

1.690.789 

127 

Unobl igated 
balance  available 
start  of  period  . 

Unobl igated 
balance  available 
end  of  period  .. . 

-1,690,789 
1.690.789 

— 

Total  available 
or  estimate  

7.378.254 

125 

7.820,000 

127 

(1) 

+61.000 

7.881.000 

127 

OBLIGATION  LEVELS 
(on  basis  of  appropriation) 


Item 


1993 
Actual 


1994 
Estimated 


1995 
Estimated 


Appropriation  (from  receipts) 


Unobligated  balance  available,  start  of 
period  


Total  available 
Total  obligations  


Unobligated  balance  available,  end  of 
period  


$7,378,254 


1.233.171 


8,611,425 
-6.920.636 


1.690.789 


$7,820,000 


1.690.789 


9,510,789 
-7.820.000 


$7,881,000 


1.690.789 


9,571,789 
-7.881.000 


1.690.789  :   1.690.789 
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EXPLANATION  OF  PROGRAM 

PERISHABLE  AGRICULTURAL  COMMODITIES  ACT 

This  program  is  carried  out  under  the  Perishable  Agricultural  Commodities  Act  and 
the  Produce  Agency  Act. 

These  Acts  are  designed  to:   (1)  protect  producers,  shippers,  distributors  and 
retailers  from  loss  due  to  unfair  and  fraudulent  practices  in  the  marketing  of 
perishable  agricultural  commodities;  and  (Z)  prevent  the  unwarranted  destruction 
or  dumping  of  farm  products  handled  for  others. 

Commission  merchants,  dealers,  and  brokers  handling  fresh  and  frozen  fruits  and 
vegetables  in  interstate  and  foreign  commerce  require  a  PACA  license.  Buyers  and 
sellers  must  fulfill  contractual  obligations,  and  abide  by  the  fair  trading 
practices  established  by  the  PACA. 

Traders  who  have  been  found  to  have  committed  unfair  trade  practices  face  license 
suspension  or  revocation.  The  principles  of  a  violator  also  face  license  and 
employment  restrictions.  When  eligible  to  resume  trading,  they  may  be  required  to 
post  surety  bonds  before  resuming  operations.  False  or  misleading  statements, 
misbranding,  and  similar  violations  are  prohibited. 

To  increase  protection  and  avert  financial  losses  to  growers  and  licensed  firms, 

the  Perishable  Agricultural  Commodities  Act  was  amended  in  1984  to  create  a 

s1 

a: 

ar 

payment  . 

be  paid  from  produce  related  assets. 

Complaints  of  violations  are  investigated  and  resolved  through:  (1)  informal' 
agreements  between  the  two  parties;  (2)  formal  decisions  involving  payments  to 
injured  parties;  or  (3)  suspension  or  revocation  of  license  and/or  publication  of 
the  facts.  Any  interested  party  or  group  may  request  AMS  assistance  in  settling 
disputes  under  the  Perishable  Agricultural  Commodities  Act. 

License  fees  are  deposited  into  a  special  fund  and  used  to  meet  the  costs  of 
administering  these  Acts.  The  annual  PACA  license  fee  is  $400,  plus  $200  for  every 
branch  or  business  facility  above  nine,  up  to  a  maximum  annual  fee  of  $4,000. 

Perishable  Agricultural  Commodities  Act  Workload  Data: 

1993       1994        1995 
Licensing  Activities:  Actual    Estimate    Estimate 

Licenses  renewed  -     13,096     13,039      12,982 

New  licenses  issued  1.856     1.870      1.870 

In  effect,  end  of  year  14,952     14,909      14,852 
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1993 

1994 

1995 

Actual 

Estimate 

Estimate 

23,100 

23,200 

23,200 

46,000 

47,000 

48,000 

72 

75 

75 

1,674 

2,000 

2,175 

524 

540 

565 

Actions  Completed:  * 

License  actions 
Reparation  actions 
Disciplinary  actions 
Personal  investigations 
Misbranding  actions 

Total  Actions  71,370     72,815     74,015 

Reparations:  (Dollars  in  Millions) 

Awarded  -  Formal  orders  16,609  $17,000  $17,500 
Payments  -  Amicable  settle- 
ments 24.532  25.560  30.500 
Total  Reparations  41,141  42,560  48,000 

Statutory  Trust: 

Notices  filed  132,464    145,000     155,000 

Refunds  to  sellers 

(Dollars  in  Millions)  735       800        850 

*  Statutory  Trust  Notices  included  in  Actions  Completed. 

JUSTIFICATION  OF  INCREASES  AND  DECREASES 
Perishable  Agricultural  Commodities  Act 

(1)  A  net  increase  of  $61.000  for  the  anticipated  January  1995  oav  raise  of 
1.6%. 


Perishable  Agricultural  Commodities  Act 
crnfiRAPHTC  RRFAKDOWN  OF  OBI  IGATinNS  ANn  STAFF-YEARS 
1993  and  Estimatpd  1994  and  1995 

1993 1994 1995 

Staff-  Staff-        Staff- 

Amount    Years    Amount   Years   Amount  Years 

Ari7nna  $775,748    17     $877,000    17   $883,000    17 

Si  tr^cYof-Coiumbia:    sSlMg    53    3,974,000    53  4,005,00 
nn„„:.  579  167    12      654,000    13    bbU.UUU    u 

ewjeey"'"":::::::      ISiJS    14      754,000    14    760,000    14 

TeJas  •  714  840         15  808,000         16         814,000  6 

Virginia!  WW  '. '. '. '. '.  . . .  B&Jfifi         14 753,000 U 75JL000 Li. 

Tfs?!mafVean.able.°r..       «  q,n  »fi       1»       r  »"  ""       XULSSLM       UZ 
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PERISHABLE  AGRICULTURAL  COMMODITIES  ACT 


Current  Activities: 

The  Perishable  Agricultural  Commodities  Act  (PACA)  and  the  Produce  Agency  Act 
(PAA),  both  funded  by  annual  license  fees,  are  designed  to:   (1)  protect 
producers,  shippers,  distributors,  and  retailers  from  loss  due  to  unfair  and 
fraudulent  practices  in  the  marketing  of  perishable  agricultural  commodities;  and 
(2)  prevent  the  unwarranted  destruction  or  dumping  of  farm  products  handled  for 
and  on  behalf  of  others. 

Commission  merchants,  dealers,  and  brokers  handling  fresh  and  frozen  fruits  and 
vegetables  in  interstate  and  foreign  commerce  require  a  PACA  license.  Violations 
of  the  Act  are  investigated  and  result  in:  (1)  informal  agreements  between  the 
two  parties;  (2)  formal  decisions  involving  payments  to  injured  parties;  or  (3) 
suspension  or  revocation  of  licenses  and/or  publication  of  the  facts. 

Selected  Examples  of  Recent  Progress: 

1.  Perishable  Agricultural  Commodities  Act: 

A.  Operations  Improvements: 

The  program  received  approximately  135,000  trust  notices  in  FY  1993,  an  8 
percent  increase  over  FY  1992.  Despite  the  increased  workload,  AMS 
processed  these  notices  without  increased  resources  by  implementing  a  new 
on-line  database  system  that  significantly  reduced  the  time  needed  to 
retrieve  information.  Also,  during  FY  1993,  AMS  assumed  responsibility 
for  the  review  and  issuance  of  reparation  default  orders  previously 
handled  by  the  Office  of  the  General  Counsel,  reducing  handling  time  by 
half. 

B.  Informal  Reparation  Complaints: 

During  FY  1993  approximately  39,500  inquiries  were  received  from  the 
produce  industry  seeking  advice  concerning  disputes.  AMS  assistance 
enabled  many  traders  to  avoid  marketing  problems  which  could  have  resulted 
in  the  filing  of  complaints  under  this  law. 

There  were  over  4,000  new  reparation  cases  filed  in  FY  1993.  These  cases 
resulted  in  informal  settlements  of  approximately  $25.7  million  to  PACA 
licensees  and  unlicensed  growers.  This  is  an  increase  of  25  percent  over 
FY  1992  totals. 

C.  Trust  legislation: 

Trust  notices  are  filed  by  unpaid  sellers  under  the  statutory  trust 
provisions  of  the  Perishable  Agricultural  Commodities  Act.  In  the  event  a 
buyer  files  for  bankruptcy  or  becomes  insolvent,  this  provision  places 
sellers  of  fruits  and  vegetables  in  a  secured  position  and  also  improves 
the  timeliness  of  payments.  Nearly  $860  million  has  been  returned  to 
trust  claimants  in  FY  1993,  a  28  percent  increase  over  FY  1992. 

D.  Formal  Reparation  Complaints: 

In  FY  1993,  there  were  1,112  decisions  and  orders  issued  by  USDA's 
Judicial  Officer,  awarding  reparations  amounting  to  over  $15  million. 
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AGRICULTURAL  MARKETING  SERVICE 

The  estimates  include  proposed  changes  in  the  language  of  this  item  as  follows  (new 
language  underscored;  deleted  matter  enclosed  in  brackets): 

Limitation  on  Administrative  Expenses 

Not  to  exceed  [$55,953,000]  $57,054,000  (from  fees  collected) 
shall  be  obligated  during  the  current  fiscal  year  for 
administrative  expenses:  Provided,  That  if  crop  size  is 
understated  and/or  other  uncontrollable  events  occur,  the 
Agency  may  exceed  this  limitation  by  up  to  10  percent  with 
notification  to  the  Appropriations  Committees. 

Limitation  on  Administrative  Expenses 

Appropriation  Act,  1994  $55,953,000 

Budget  Estimate,  1995  57,054,000 

Change  in  Limitation  +1.101 ,000 

The  increase  of  $1.101.000  in  the  limitation  on  administrative  expenses  is  needed 
to  fund  increased  operating  costs  in  FY  1995.  The  increased  limitation  will  allow 
for  uninterrupted  grading  services  in  FY  1995. 
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PASSENGER  MOTOR  VEHICLES 

The  1995  Budget  Estimates  propose  the  purchase  of  31  replacements  and  six 
additional  motor  vehicles. 

The  estimated  number  of  passenger  motor  vehicles  available  for  1995  are  the  minimum 
necessary  to  maintain  essential  services  in  AMS  programs.  These  cars  are  used  to 
provide  the  following  necessary  services:  (1)  traveling  to  places  which  in  most 
cases  are  not  accessible  by  common  carriers,  such  as  farms,  market  terminals, 
offices  of  product  dealers  and  truckers,  processing  plants,  canneries,  stockyards, 
cotton  gins,  and  compress  operators;  (2)  carrying  special  grading  and  testing 
equipment  used  for  inspecting  and  grading  commodities  and  for  performing  other  work 
required  under  the  Agricultural  Marketing  Act  of  1946;  U.S.  Cotton  Standards  Act; 
Cotton  Statistics  and  Estimates  Act;  Tobacco  Inspection  Act;  and  Dairy  and  Tobacco 
Adjustment  Act;  and  (3)  carrying  boxes  of  cotton  standards  types  used  in  classing 
work  and  demonstration  at  farmers'  meetings. 

Additional  passenger  motor  vehicles.  Six  additional  passenger  motor  vehicles  are 
requested  for  use  in  the  tobacco  division.  Increases  in  the  workload  of  the 
imported  tobacco  grading  program  will  require  additional  vehicles  for  transporting 
inspectors  from  regional  offices  to  the  ports  of  entry. 

Replacement  of  passenger  motor  vehicles.  Replacement  of  31  of  the  63  vehicles  now 
in  operation  is  proposed.  All  vehicles  proposed  to  be  replaced  are  expected  to 
have  mileage  over  60,000  or  will  be  more  than  six  years  of  age. 

The  age  and  mileage  data  for  passenger  motor  vehicles  on  hand  as  of  September  30, 
1993  are  as  follows: 


Age 

Data 

Lifetime 

Mileage 

(thousands) 

Mileage 

Data 

Age-Year 
Model 

Number  of 
Vehicles 

Percent 
of  Total 

Number  of 
Vehicles 

Percentage 
of  Total 

1988  or  older 

1989 

1990 

1991 

1992 

1993 

35 
6 
7 
4 
5 
6 

56 
10 
11 
5 
8 
10 

80  or  over 
60-80 
40-60 
20-40 
Under  20 

24 

11 

12 

8 

8 

38 
17 
19 
13 
13 

Total 


63 


Total 


63 


100 


100 
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FUNDS  FOR  STRENGTHENING  MARKETS,  INCOME,  AND  SUPPLY  (SECTION  32) 

The  estimates  include  appropriations  language  for  this  item  as  follows 
(new  language  underscored;  deleted  matter  enclosed  in  brackets): 

Funds  For  Strengthening  Markets.  Income  and  Supply  (Section  32^: 

Funds  available  under  section  32  of  the  Act  of  August  24, 
1935  (7  U.S.C.  612c)  shall  be  used  only  for  commodity 
program  expenses  as  authorized  therein,  and  other  related 
operating  expenses,  except  for:  (1)  transfers  to  the 
Department  of  Commerce  as  authorized  by  the  Fish  and 
Wildlife  Act  of  August  8,  1956;  (2)  transfers  otherwise 
provided  in  this  Act;  and  (3)  not  more  than  [$10,309,000] 
$10.375.000  for  formulation  and  administration  of  Marketing 
Agreements  and  Orders  pursuant  to  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended,  and  the  Agricultural  Act 
of  1961.  [In  fiscal  years  1994  and  1995,  section  32  funds 
shall  be  used  to  promote  sunflower  and  cottonseed  oil 
exports  to  the  full  extent  authorized  by  section  1541  of 
Public  Law  101-624  (7  U.S.C.  1464  note),  and  such  funds 
shall  be  used  to  facilitate  additional  sales  of  such  oils  in 
world  markets.] 

This  change  proposes  deletion  of  the  language  included  in  the  Agriculture,  Rural 
Development,  Food  and  Drug  Administration,  and  Related  Agencies  Appropriation 
Act,  1994.  These  activities  will  be  conducted  through  initiatives  for  sales  of 
vegetable  oils  under  the  export  enhancement  program. 
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FMfflS  FOR  STRENGTHENING  MARKETS.  INCOME.  AND  SUPPI  Y  fSFCTlON  321  -  CURRENT  LAW 


Permanent  Appropriation,  1994  $5,355,068,525 

Less  transfers  to: 

Department  of  Commerce  to  promote  and  develop  fishery 

products  and  research  pertaining  to  American  fisheries  „i'?„n'i„„ 

Food  and  Nutrition  Service,  Child  Nutrition  Programs  -4,770,109,000 

Total  transfers  _4'£MH2o 

Adjusted  Base  for  1994  523,015,398 

Budget  Estimate,  1995: 

Annual  permanent  appropriation  $5,701,399, ?aa 

Less  transfers  to: 

Department  of  Commerce  iT.'SiH'SJS 

Food  and  Nutrition  Service  -5,212,8}8,000 

Total  transfers  -5,274,818,000 

Budget  Estimate,  1995  K|>|SlaI|| 

Decrease  from  adjusted  1994  -96,433,643 

SUMMARY  OF  INCREASES  AND  INCREASES  -  CURRENT  LAW 
(On  basis  of  adjusted  appropriation) 


Item  of  Change 


1994 

Estimated 


Commodity  Purchases  $413,000,000 

Sun flower seed  Oil  and 

Cottonseed  Oil  Purchases  ..  50,000,000 

Commodity  Purchase  Services  .  6,116,000 
Marketing  Agreements  and 

Orders 10.309.000 

Total  Available  479.425.000 


Pay 
Cost 

Program 
Changes 

1995 

Estimated 

— 

-$13,000,000 

$400,000,000 

+$22,000 

-50,000,000 
-40,000 

6,098,000 

+73.000 

-7.000 

10.375.000 

+95.000 


-63.047.000    416.473.000 


PHOJECT   STATEMENT    -    CUMEMT   LAU 
(On  null  of  adjusted  appropriation) 


1993  Actual 

1994  Estimate* 

Increase 
or 

1995  Estimate* 

Project 

Staff 

Staff- 

Staff 

Amount 

Tears 

Amount 

Tears 

Decrease 

Amount 

Tears 

1.   Commoditv  Purchases: 

a.   Child  Nutrition 

Program  Purchases 

8399,913,724 

-- 

•400,000,000 

--   ■ 

-- 

S400.000.000 

-- 

b.  Emergency  Surplus 

(1) 

63. 398. 850 

-- 

13.000.000 

-- 

-S13.000.000 

-- 

-- 

463,312,574 

-- 

413,000,000 

-- 

-13,000,000 

400,000,000 

-- 

4,636,090 

-- 

-- 

-- 

-- 

-• 

-- 

3.   Smflowerseed  Oil  a 

Cottonseed  oil 

(2) 

50,000,000 

-- 

50,000,000 

•• 

•50,000,000 

-- 

-- 

4.    Diversion  Payments... 

8,600,000 

— 

-- 

-- 

— 

-- 

" 

5.   Administrative 

funds 

a.  Commodity  Pur- 

chase Services  .. 

5,059,540 

42 

6,116,000 

47 

-1B.000 

6,098,000 

46 

b.  Marketing  Agree- 

ments l  Orders   .. 

9. 569. 258 

19 

10.309.000 

123 

♦66.000 

10.375.000 

121 

H. 628. 798 

165 

16.425.000 

170 

♦48.0001 

1)   16.473.000 

169 

Total  obligations 

54i;i«;462 

165 

479,425,000 

170 

-62,952,000 

416,473,000 

169 

Recovery  of  Prior  Tear.. 

obligations  

-39,736,525 

-- 

: 

-- 

: 

unobligated  balance 

available,   start  of 

•-120,787,568 

-- 

: -246.300,847 

. 

-43,590,398 

: -289,891,245 

-- 

unobligated  balance 

246.300.847 

: 

:   289.891.245 

: 

10.108.755 

:   300.000.000 

-- 

Total,  Available  or 

626.954.216 

.    165 

:   523.015.398 

•    170 

•   -96.433.643 

:   426.581.755 

16V 
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OBLIGATION  LEVELS 
(On  basis  of  adjusted  appropriation) 


Item 


1993 
Actual 


1994 
Estimated 


1995 
Estimated 


Appropriation  or  estimate  ..  $4,978,817,276 
Unobl igated  balance 

available,  start  of  year  .    120,787,568 
Recovery  of  Prior  Year 

obligations  39.736.525 

Total  available  5,139,341,369 

Less  transfers  to: 
Food  and  Nutrition 
Service,  Child 

Nutrition  Programs  ..  -4,290,455,000 
Department  of  Commerce  .    -61.408.060 

Total  transfers  -4.351.863.060 

Total  available  after 

transfers  787,478,309 

Less  total  obligations  -541.177.462 

Unobligated  balance 

available,  end  of  year....  246.300.847 


$5,355,068,525 
246,300,847 


$5,701,399,755 
289,891,245 


5,601,369,372 


-4,770,109,000 
-61.944.127 


5,991,291,000 


-5,212,818,000 
-62.000.000 


-4.832.053.127 


-5.274.818.000 


769,316,245 
-479.425.000 


716,473,000 
-416.473.000 


289.891.245 


300.000.000 


EXPLANATION  OF  PROGRAM 


Under  Section  32  of  the  Act  of  August  24,  1935,  (7  U.S.C.  612c)  an  amount  equal  to 
30  percent  of  customs  receipts  collected  during  each  preceding  calendar  year  and 
unused  balances  up  to  $300  million  are  available  for  encouraging  the  domestic 
consumption  and  exportation  of  agricultural  commodities.  An  amount  equal  up  to  30 
percent  of  receipts  collected  on  fishery  products  is  transferred  to  the  Department 
of  Commerce.  Additionally,  funds  are  transferred  to  the  Food  and  Nutrition  Service 
for  use  by  the  Child  Nutrition  Program  as  provided  in  the  current  Appropriation  Act. 

Commodity  Purchases: 

Pursuant  to  Section  32,  the  Agricultural  Marketing  Service  directs  the  purchase  of 
commodities  such  as  meats  and  fish,  fruits  and  vegetables,  and  poultry  in  order  to 
stabilize  market  conditions  and  provide  commodities  for  distribution  through  the 
Food  and  Nutrition  Service  to  schools  as  part  of  the  entitlement  for  the  National 
School  Lunch  Program.  In  addition,  AMS  purchases  commodities  for  other  domestic 
feeding  programs  of  the  Food  and  Nutrition  Service  (FNS).  AMS  is  reimbursed  by  FNS 
for  the  administrative  costs  associated  with  purchases  made  for  FNS  domestic  feeding 
programs.  Commodities  purchased  for  market  stability  purposes  are  donated  to 
eligible  schools  or  public  or  private  institutions  that  operate  meal  programs. 


Commodity  Purchase  Services  Workload  Data: 


Contract  bids  received: 
Fruits  and  Vegetables 

Meat  and  Fish  

Poultry  

Total  


FY  1993 
Actual 


875 
462 
667 


FY  1994 
Estimate 


FY  1995 
Estimate 


2,004 


900 

930 

487 

512 

685 

700 

2,072 


2,142 
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Contracts  awarded: 
Fruits  and  Vegetables 
Meat  and  Fish 
Poultry 
Total 


473 
375 
465 


1,313 


535 
400 

485 


1,420 


560 

425 

500 

1,485 


Summary  of  Purchases  by  Commodity  Group 
(In  Thousands) 

1992  Actual 
Commodity 

Group  Pounds  Obligations 

Poultry  159,264  $116,681 

Heat  193,506  246,691 

Fruit  166,919  76,727 

Dairy 

Vegetables  221.473  61,88} 

Total  741.162     501.980 


1993  Actual 

Pounds  Obligations 

99,079  $86,900 

179,758  223,113 

234,566  95,562 

3,385  4,413 

179.667  53.325 

696.455  463.313 


Section  32  Commodity  Purchases  FY  1992  and  1993 
(In  Thousands) 


Item 

Almonds,  Slivered  

Apple  Slices,  Canned  

Apples,  Fresh  

Applesauce  

Apricots,  Canned .•>. 

Asparagus ,  Canned  

Asparagus ,  Frozen  

Beans,  Canned  

Beans,  Dry  

Beans,  Green,  Canned  

Beans,  Green,  Frozen  

Beans,  Refried,  Canned  .. 
Beans,  Vegetarian, Canned. 

Beef,  Canned  

Beef,  Frozen  Ground  

Beef  Patties  

Blackberries,  Frozen  .... 

Blueberries,  Frozen  

Caneberry  Puree  

Catfish,  Filet  Strips  ... 

Catfish,  Whole  

Cheese  

Cherries,  Frozen  

Chicken,  Chilled  

Chicken,  Cooked  

Chicken,  Diced  

Chicken,  Frozen,  Cut-Up  . 

Chicken,  Nuggets  

Chicken,  Patties  

Corn,  Canned  

Corn,  Frozen  

Date  Pieces  


1992 

Actual 

J993  ActMl 

Pounds 

Obligations 

Pounds 

Obligations 

1,553 

$3,199 

— 

— 

11,799 

4,914 

11,839 

$4,813 

5,677 

1,916 

5,513 

1,383 

22,069 

6,453 

22,449 

6,404 

7,927 

4,019 

— 

— 

1,428 

1,101 

— 

— 

277 

365 

— 

— 

— 

— 

16,205 

3,922 

32,244 

6,513 

1,318 

422 

24,317 

6,218 

27,836 

7,877 

3,858 

1,251 

1,442 

522 

6,999 

2,146 

4,710 

1,468 

16,806 

3,351 

7,041 

1,424 

— 

— 

504 

749 

102,600 

131,168 

106,686 

135,324 

32,069 

40,233 

36,764 

46,782 

— 

— 

1,283 

979 

— 

— 

4,154 

3,463 

2,515 

2,016 

— 

— 

252 

733 

— 

— 

2,700 

4,860 

— 

— 



— 

3,385 

4,413 

— 

— 

45,329 

20.157 

11,413 

5,711 

12,924 

6,969 

2,106 

2,406 

7,644 

8,315 

10,280 

22,916 

4,555 

10,424 

60,224 

30,601 

18,250 

11,325 

777 

1,199 

490 

773 

— 

— 

33 

51 

31,963 

9,160 

25,983 

9,152 

2,927 

1,078 

2,454 

891 

3,060 

2,398 

— 

— 
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Section  32  Commodity  Purchases  FY  1992  and  1993 
(In  Thousands) 


1992  Actual 


1993  Actual 


Item  Pounds 

Eggs,  Whole,  Frozen  9,693 

Grape  Juice,  Canned  10,649 

Grapefruit,  Fresh  

Ham,  Cooked,  Frozen  15,912 

Mixed  Fruit,  Canned  9,200 

Oranges .Fresh  

Orange  Juice,  Canned  

Orange  Juice,  Frozen  

Peaches,  Canned  21,248 

Peaches,  Frozen  12,240 

Pears,  Canned  42,652 

Pears,  Fresh  4,077 

Peas,  Canned  7,159 

Peas,  Frozen  5,647 

Pi  neappl e ,  Canned  9 ,  006 

Plums,  Canned  

Pork,  Canned  12,498 

Pork,  Frozen,  Ground  18,295 

Pork,  Patties  

Potatoes,  Dehydrated  9,630 

Potatoes,  French  Fries  ...  27,088 

Potatoes,  Fresh  

Potato  Rounds,  Frozen  25,979 

Raisins  

Salsa,  Canned  

Salmon,  Canned  3,434 

Strawberries,  Frozen  3,247 

Sweet  Potatoes,  Canned  ...  7,450 

Tomato  Sauce,  Canned  

Tomatoes ,  Crushed  7 ,  773 

Tomatoes ,  Fresh  

Tomatoes,  Paste  4,200 

Tomatoes,  Whole  5,728 

Tuna,  Canned  5,746 

Turkey,  Burgers,  Frozen  ..  1,547 

Turkey,  Chilled  

Turkey,  Frozen,  Ground  ...  8,230 

Turkey,  Roast  12,694 

Turkey,  Whole,  Frozen  42,300 

Undistributed  — 

Total  741.162 


Obi iqations 
4,669 
3,601 

24,549 
4,810 


10,522 
7,949 

17,008 
1,236 
2,205 
2,000 
4,694 

16,107 
16,597 

4,996 
6,698 

6,258 


5,760 
1,974 
3,008 

2,200 

1,565 
1,754 
6,684 
1,594 

5,994 

16,723 

24,868 

32 

501.980 


Pounds 

Obligations 

14,414 

6,809 

1,656 

273 

9,937 

4,581 

2,917 

499 

18,749 

4,988 

13,788 

7,029 

43,929 

19,316 

456 

292 

41,883 

16,977 

3,592 

1,084 

10,035 

2,576 

4,498 

1,589 

2,273 

855 

540 

680 

22,991 

23,392 

277 

478 

20,863 

6,009 

1,920 

314 

21,385 

6,461 

4,819 

2,470 

2,320 

824 

6,659 

9,965 

9,158 

2,353 

8,815 

2,667 

1,480 

589 

5,705 

2,116 

6,499 

2,148 

5,337 

5,743 

1,872 

1,810 

7,740 

4,516 

8,964 

5,394 

22,193 

30,491 

__ 

23 

696.455 

463.313 

Federal  Food  Specifications: 

AMS  also  develops,  coordinates,  and  approves  Federal  food  product  descriptions  and 
establishes  quality  assurance  policies  and  procedures  for  the  procurement  of  food  by 
USDA,  the  Department  of  Defense,  Indian  Health  Service,  National  Institutes  of 
Health,  Bureau  of  Prisons,  and  the  Department  of  Veterans  Affairs.  The  major  goal 
of  this  program  is  to  update  and  streamline  Federal  food  specifications  to  improve 
the  cost  efficiency  of  Federal  food  purchasing  by  using  Commercial  Item  Descriptions 
whenever  possible. 
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Federal  Food  Specification  Workload  Data: 


FY  1993 
Actual 

FY 
Es' 

1994 

timate 

FY  1995 
Estimate 

4 
15 

3 
16 

3 
16 

0 
5 

1 
4 

0 
4 

49 

45 

45 

69 

2 

50 
2 

50 
2 

Commercial  Item  Descriptions 
(CID's)  developed, 

coordinated  and  approved 

CID's  revised 

Federal  Specifications  approved... 

Documents  canceled 

Department  of  Defense  food 

documents  coordinated 

Food  product  description 

reviewed 

Federal  specifications  amended 

Marketing  Agreements  and  Orders: 

The  marketing  agreements  and  orders  program  is  authorized  by  the  Agricultural 
Marketing  Agreement  Act  of  1937.  Section  32  funds  authorized  under  7  U.S.C.  1392b 
are  used  by  the  Department  for  administering  marketing  agreement  and  order  programs 
at  the  national  level  and  for  public  hearings  and  referenda  to  determine  producer 
sentiment  concerning  new  programs  and  proposed  revisions  of  marketing  orders  already 
in  effect.  Administration  at  the  local  level  is  financed  through  handler 
assessments. 

Marketing  orders  are  designed  to  stabilize  market  conditions  and  to  improve  the 
returns  for  fluid  milk  and  fruit  and  vegetable  producers.  Stabilized  market 
conditions  are  accomplished  by:  (1)  establishing  minimum  prices  which  handlers  pay 
to  dairy  producers;  and  (2)  regulating  the  quality  and  quantity  of  fruits  and 
vegetables  sold  in  commercial  channels. 

The  orders  are  requested  by  producers  and  handlers.  Evaluations  and  hearings  on 
proposed  marketing  orders  are  conducted  by  AMS.  Proposed  orders  are  subject  to 
approval  by  producers  of  the  regulated  commodity.  Once  approved,  the  Secretary 
issues  the  marketing  order  and  sets  the  effective  date  of  the  order. 

Marketing  Agreements  and  Orders  Workload  Data: 


Agreement  and  order 
programs  in  effect. 

Requests  received  for 
new  programs 


Fruit,  Vegetable 
and  Specialty 
Fluid  Milk  Orders  Crop  Orders 

1993    1994    1995     1993    1994    1995 
Actual  Estimate  Estimate   Actual  Estimate  Estimate 


38 

0 


38 
0 


34 
0 


41 
2 


41 
1 


43 
1 


Hearings  and  Petitions: 
Hearings  held  to  consider 

amendments  to  existing 

orders  or  the  issuance 

of  orders  in  new  areas 4 

Amendments  issued 6 

Suspensions  and  temporary 

revisions  issued 19 


7 
6 

17 


6 

5 

14 
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Petitions  received  for 

review  of  orders 

Petitions  disposed  of 

during  the  year 

Administrator's 

decisions  issued 

Secretary's  decisions 

issued 

Secretary's  referendum 

orders  issued 

Termination  orders  issued.. 

Order  Operation 

and  Enforcement: 
Regulatory  orders  issued... 
Investigation  of  alleged 

violations 

Cases  referred  to  the 

Department  of  Justice 

for  prosecution 

Court  cases  resolved 

15A  Petitions  received 

for  review 

15A  Petitions  disposed 

of  during  the  year 

Freedom  of  Information 

requests 

Order  Management: 
Appointment  of  an 

administrative  committee..    N/A     N/A 
Promulgation  of 

committee  rule-making N/A     N/A 

Budgets  approved 14     14 

Comrni  ttee/Subcommi  ttee 

meetings  attended N/A     N/A 

Nomination  meetings 

attended N/A     N/A 

Million  tons  regulated 53.1    53.8 

Percent  Grade  A  marketed 77     80 

Value  of  marketings 

(million  $) 13,759  13,060 

Total  number  of  markets 38     38 

Value  of  producer  deliveries 

(Million  $) 13,759   13,060 

Cooperative  Qualifications: 

Cooperatives  qualified 170     175      175 

Cooperative  qualifications 

terminated 1      4       4 

Cooperative  annual  reports 

-eviewed 170     175      175 


Flui 
1993 
Actual 

d  Milk  Orders 

1994    1995 
Estimate  Estimate 

Fruit,  Vegetable 

and  Specialty 

Crop  Orders 

1993    1994    1995 

Actual  Estimate  Estimate 

7 

8 

6 

0 

0 

0 

6 

7 

5 

0 

0 

0 

2 

7 

6 

0 

7 

3 

5 

7 

5 

0 

2 

5 

6 
4 

3 
2 

3 
2 

0 
0 

1 
0 

6 
0 

N/A 

N/A 

N/A 

0 

0 

0 

4 

8 

8 

101 

140 

135 

5 

1 

7 
8 

7 
6 

24 
1 

36 
30 

54 
18 

2 

4 

4 

5 

7 

7 

1 

3 

3 

10 

12 

12 

24 

20 

20 

24 

45 

45 

N/A 


13,287 


58 


N/A 


58 


N/A 


60 


N/A 
14 

201 
47 

240 
43 

240 
45 

N/A 

375 

400 

400 

N/A 
55.0 
80 

80 

N/A 
N/A 

80 

N/A 
N/A 

84 

N/A 
N/A 

13,287 
34 

N/A 
N/A 

N/A 
N/A 

N/A 
N/A 

N/A 


N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 
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JUSTIFICATION  OF  INCREASES  AND  DECREASES 
Section  32 

(1)  A  decrease  of  S13.000.000  for  emergency  surplus  removal  purchases.  The  budget 
customarily  does  not  anticipate  this  need  in  the  budget  year. 

(2)  A  decrease  of  $50.000.000  for  the  purchase  of  sunflowerseed  oil  and  cottonseed 
oil .  These  activities  will  be  continued  through  initiatives  for  sales  of 
vegetable  oils  under  the  export  enhancement  program. 

(3)  A  net  increase  of  $48.000  in  administrative  expenses  consisting  of: 

(a)  an  increase  of  $95.000  for  the  anticipated  January  1995  pay  raise  of  1.6%. 

This  increase  includes  $22,000  for  the  commodity  purchase  services  program 
and  $73,000  for  the  marketing  agreements  and  orders  program. 

(b)  an  increase  of  $201.000  which  reflects  a  2.6%  increase  in  non-salary 
costs. 

This  increase  includes  $104,000  for  the  commodity  purchase  services 
program  and  $97,000  for  the  marketing  agreements  and  orders  program. 

(c)  a  decrease  of  $31.000  for  a  reduction  in  Federal  employment  costs. 

Need  for  Change.  The  Secretary  has  developed  a  plan  to  streamline  the 
department  in  support  of  the  President's  Executive  Order  mandating  a 
reduction  of  Federal  employees. 

Nature  of  Change.  To  achieve  the  reduction  target,  AMS  will  eliminate  1 

staff  year  by  the  end  of  FY  1995.  In  addition,  AMS  will  be  working 
with  the  other  Marketing  and  Inspection  Service  Agencies  to  evaluate 
whether  additional  offices  could  be  closed,  consolidated  or  collocated. 

(d)  a  decrease  of  $217.000  for  administrative  efficiency- 
Need  for  Change.  The  Secretary's  plan  to  streamline  the  administrative 
functions  in  the  Marketing  and  Inspection  Service  agencies  includes 
consolidating  these  functions  into  four  centers  of  excellence  beginning 
in  1994. 

Nature  of  Change.  In  order  to  achieve  these  administrative  savings,  AMS 
will  be  responsible  for  increasing  the  efficiency  of  providing  the 
information  resources  and  financial  management  functions.  FSIS  will  be 
responsible  for  increasing  the  efficiency  of  providing  the  personnel 
functions.  And,  APHIS  will  be  responsible  for  increasing  the  efficiency 
of  providing  the  administrative  functions.  These  efficiencies  will  reduce 
the  cost  of  recruitment,  travel,  supplies,  printing  and  reproduction, 
utilities,  automation,  program  cost  accounting,  training,  rent,  and 
cooperative  agreements. 
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Agricultural  Marketing  Service 
Section  32  Administrative  Funds 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS  AND  STAFF-YEARS 
1993  AND  ESTIMATED  1994  AND  1995 

1993 1994 1995 

Staff-  Staff-  Staff- 

Amount    Years     Amount   Years     Amount  Years 


California  $777,885 

District  of  Columbia  13,002,139 

Florida  259,518 

Illinois  109,109 

Oregon  382,837 

Texas  97.310 


9 

$838,000 

10 

$843,000 

10 

147 

14,673,000 

151 

14,710,000 

150 

3 

280,000 

3 

281,000 

3 

1 

117,000 

1 

118,000 

1 

4 

412,000 

4 

415,000 

4 

1 

105.000 

1 

106.000 

1 

Total ,  Available  or 

Estimate  14.628.798    165   16.425.000    170    16.473.000   169 
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SECTION  32 
STATUS  OF  PROGRAM 

Current  Activities: 

AMS  directs  the  purchase  of  particular  commodities  in  order  to  help  stabilize 
market  conditions.  The  commodities  acquired  are  furnished  to  the  Food  and 
Nutrition  Service  (FNS)  to  meet  the  needs  of  the  National  School  Lunch  Program  and 
other  domestic  feeding  programs.  Purchases  are  coordinated  with  FNS  to  assure 
that  the  quantity,  quality,  and  variety  of  commodities  purchased  are  desired  by 
schools  and  institutions  participating  in  food  assistance  programs  and  can  be  used 
to  assist  individuals  in  meeting  the  Dietary  Guidelines  for  Americans.  The 
Agricultural  Stabilization  and  Conservation  Service  (ASCS)  administers  the 
payments  to  vendors  to  whom  contracts  have  been  awarded,  ensures  the  proper 
storage  of  commodities  purchased  when  needed,  and  assists  in  their  distribution. 

The  administrative  costs  for  food  buying  operations  and  coordination  with  FNS  and 
ASCS  are  paid  from  the  Commodity  Purchase  Services  activity  in  the  Section  32 
program.  Section  32  funds  are  also  used  for  the  administration  of  marketing 
agreements  and  orders  which  are  used  to  establish  orderly  marketing  conditions  for 
certain  commodities. 

AMS  also  maintains  a  government-wide  food  specification  program  to  reduce 
government  food  purchase  costs  by  standardizing  contract  specifications. 
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Selected  Examples  of  Recent  Progress: 

1.  Commodity  Purchases: 

In  FY  1993,  AMS  used  Section  32  funds  to  purchase  over  $463  million  worth  of 
commodities.  This  amounted  to  over  696  million  pounds  of  commodities  which 
were  distributed  through  the  nutrition  programs  of  FNS.  Of  this  amount,  over 
557  million  pounds  of  the  commodities  purchased  were  used  to  fulfill  the 
National  School  Lunch  Program's  commodity  subsidy  of  14  cents  per  meal  for  the 
school  year  ending  June  30,  1993.  The  remaining  139  million  pounds  were  used 
for  the  purpose  of  emergency  surplus  removal  through  donation  to  schools  and 
other  institutions.  AMS  also  purchased  over  $270  million  (representing  almost 
469  million  pounds)  of  commodities  using  funds  appropriated  to  FNS. 

To  meet  the  increased  emphasis  in  lowering  fat  in  products  provided  for  the 
National  School  Lunch  Program,  AMS  has  purchased  ground  turkey,  frozen  diced 
chicken,  and  chicken  patties,  as  well  as  reduced  the  fat  content  of  frozen 
ground  beef  and  pork  products  to  approximately  18-20  percent.  AMS  is  also 
purchasing  beef  patties  with  only  10  percent  fat.  Schools  have  the  option  of 
ordering  not  only  the  type  of  beef  (bulk  or  patties),  but  also  lean  beef,  or 
the  new  low-fat  patties.  AMS  continued  the^requirement  that  shipments  of 
certain  frozen  and  canned  products  be  delivered  on  pallets  for  school  year 
1992-93.  This  program  has  greatly  improved  the  efficiency  of  delivering  such 
products  and  helped  recipient  agencies. 

During  FY  1993,  approximately  $10  million  of  Section  32  funds  were  used  to 
purchase  canned  pink  salmon,  and  over  $5.7  million  were  used  to  purchase 
canned  tuna. 

Commodities  purchased  in  FY  1993  that  were  not  purchased  in  the  previous  year 
included  cooked  frozen  pork  rib-shaped  patties  and  frozen  ground  beef  packed 
in  1-pound  chubs.  The  frozen  ground  beef  packed  in  1-pound  chubs  was  a  pilot 
program  to  provide  frozen  foods  to  Indian  reservations.  The  frozen  pork  rib- 
shaped  patties  were  purchased  as  a  test  item  to  include  in  the  State  Option 
Contract  program.  Other  commodities  purchased  in  FY  1993  included  chicken 
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patties,  large  broiler  chickens  for  processing,  frozen  blueberries,  frozen 
cherries,  frozen  orange  juice,  fresh  grapefruit,  fresh  oranges,  fresh 
potatoes,  fresh  tomatoes,  and  canned  salsa. 

After  a  successful  pilot  program  last  year,  AMS  has  expanded  the  use  of  State 
Option  Contracts  (SOC)  for  the  purchase  of  desirable  high-value  items  such  as 
breaded  chicken  nuggets  and  patties.  Under  SOC,  USDA  buys  a  processed  food 
and  the  States  reimburse  USDA  for  the  portion  of  the  paying  price  that 
represents  processing  costs.   In  this  manner,  USDA  is  able  to  provide 
desirable  processed  food  items  at  about  the  same  commodity  cost  as  more  basic 
food  items,  which  allows  removal  of  the  same  quantity  from  the  marketplace 
within  a  given  budget. 

A  diversion  program  for  the  1992  crop  of  round  white  potatoes  ran  for  a  period 
of  45  days  during  the  late  spring  and  early  summer  of  1993.  The  Secretary 
authorized  the  use  of  up  to  $9  million  in  Section  32  funds  for  payments  to 
producers  who  diverted  domestically  grown  potatoes  from  traditional  market 
channels.  The  potatoes  purchased  had  to  meet  minimum  grade  standards  and  had 
to  be  used  for  one  or  more  of  the  following  purposes:  donation  to  charitable 
institutions  for  human  consumption,  use  as  livestock  feed,  or  composted 
according  to  procedures  developed  by  the  Soil  Conservation  Service.  Producers 
wishing  to  participate  in  the  program  filed  applications  through  their  local 
office  of  the  Agricultural  Stabilization  and  Conservation  Service.  Each  state 
was  allocated  funds  based  on  that  state's  percentage  of  the  total  volume  of 
potatoes  being  diverted.  In  total,  204.2  million  pounds  of  potatoes  were 
diverted  at  a  cost  of  $8.6  million. 

During  FY  1993,  over  $4.6  million  were  used  to  provide  disaster  relief  for 

Midwest  flood  victims.  Assistance  was  given  under  Section  413(b)  of  the 

Robert  T.  Stafford  Disaster  Relief  and  Emergency  Assistance  Act  (42  U.S.C. 
5180(b)). 

2.  Food  Quality  Assurance  Program: 

During  FY  1993,  four  Commercial  Item  Descriptions  (CID's)  were  developed, 
coordinated,  and  approved;  and  13  CID's  were  revised.  In  addition,  52 
approved  food  product  description  documents  were  reviewed  to  determine  the 
impact  of  changes  made  In  the  specifications  on  certification  activities. 
Also,  in  FY  1993,  34  Department  of  Defense  food  documents  were  coordinated, 
three  food  product  descriptions  were  canceled,  and  one  Federal  specification 
was  amended. 

3.  Marketing  Agreements  and  Orders: 
a.  Dairy: 

Milk  marketing  orders  establish  orderly  marketing  conditions  for  the  sale 
of  milk  by  dairy  farmers  to  handlers.  This  program  sets  minimum  prices 
which  handlers  must  pay  for  milk  at  levels  that  reflect  supply  and  demand 
conditions  in  the  markets  and  assure  consumers  of  an  adequate  supply  of 
pure  and  wholesome  milk.  More  than  106  billion  pounds  of  milk  valued  at 
$13.8  billion  (minimum  price  basis  adjusted  for  butterfat  content)  were 
delivered  to  plants  in  38  market  areas  in  FY  1993.  This  production 
represented  an  estimated  77  percent  of  all  Grade  A  milk  marketed  by  U.S. 
dairy  farmers. 

In  FY  1993,  AMS  collected  and  transferred  to  ASCS  approximately  $207 
million  in  dairy  producer  assessments  pursuant  to  the  Agricultural  Act  of 
1949.  A  mandatory  assessment  at  a  minimum  of  11.25  cents  per 
hundredweight  of  milk  produced  in  the  48  continental  states  reduced  the 
price  received  by  producers  for  milk  marketed  commercially.  AMS  is  also 
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responsible  for  verifying  by  audit  the  proper  payment  of  the  assessments 
mandated  by  law  and  verifying  the  individual  producer  refund  information. 

In  FY  1993,  major  order  actions  included  the  issuance  of  an  order  amending 
all  38  milk  orders  to  provide  for  uniform  classification  provisions  and 
uniform  treatment  of  reconstituted  milk.  Order  amendments  for  three 
orders  implemented  a  multiple  component  pricing  plan  and  a  recommended 
decision  implemented  similar  pricing  plans  in  two  additional  orders.  A 
final  decision  established  a  special  Class  III-A  use  and  price  for  milk 
used  to  produce  nonfat  dry  milk  for  27  orders. 

b.   Fruits  and  Vegetables: 

Order  Amendments  or  Promulgations 

Winter  Pears 

In  December  1992,  in  Portland,  Oregon,  a  public  hearing  was  conducted  to 
consider  amending  Marketing  Agreement  and  Order  No.  927  for  winter  pears 
grown  in  the  States  of  Oregon,  Washington,  and  California.  The  proposed 
amendments,  submitted  by  the  Winter  Pear  Control  Committee,  would 
authorize  the  following  activities,  now  applicable  only  to  interstate 
shipments,  to  be  conducted  with  respect  to  intrastate  shipments:   (1) 
collect  mandatory  assessments;  (2)  collect  statistical  information;  (3) 
regulate  quantity  and  quality  standards;  and  (4)  require  inspection  and 
certification  of  such  pears.  In  addition,  a  proposal  would  allow  the 
Winter  Pear  Control  Committee  to  accept  voluntary  contributions.  The 
Department  is  reviewing  the  hearing  record. 

Idaho-Oregon  Potatoes 

A  public  hearing  was  held  September  8,  1993,  in  Idaho  Falls,  Idaho,  to 
consider  amending  Marketing  Agreement  and  Order  No.  945  for  potatoes  grown 
in  designated  counties  in  Idaho  and  Malheur  County,  Oregon.  The  purpose 
of  the  hearing  was  to  receive  evidence  on  proposals  to  amend  provisions  of 
the  order  concerning:  1)  authorizing  regulation  of  intrastate  potato 
shipments;  2)  providing  for  representation  of  seed  producers  on  the  Idaho- 
Eastern  Oregon  Potato  Committee  (committee);  3)providing  committee 
authority  to  recommend  changes  in  committee  size  and  committee 
composition;  4)  changing  committee  quorum  requirements;  5)  providing 
committee  authority  to  recommend  changes  in  the  rate  of  assessment,  impose 
a  late  payment  or  interest  rate  charge,  or  both,  on  late  assessment 
payments,  accept  advanced  assessment  payments,  and  borrow  monies  for 
program  administration;  6)  providing  committee  authority  to  recommend 
container  labeling;  7)  providing  confidentiality  requirements  for  reports 
submitted  to  the  committee;  and  8)  providing  for  a  verification  of  reports 
requirement.  The  Department  is  reviewing  the  hearing  record. 

Walla  Walla  Onions 

Industry  representatives  submitted  a  tentative  marketing  order  for  Walla 
Walla  onions  on  April  2,  1993.  The  pre-notice  press  release  was  issued  on 
August  9,  with  comments  due  September  9.  The  hearing  was  held  on  November 
15  in  Walla  Walla,  Washington.  The  Department  is  reviewing  the  hearing 
record. 

California  Almonds 

The  Almond  Board  of  California  submitted  proposed  amendments(on  a  wide 
variety  of  administrative  and  regulatory  issues)  to  the  marketing  order  on 
June  19,1992.  The  Board  submitted  additional  materials  and  proposals  on 
October  23,  1992,  and  January  7,  1993.  The  pre-notice  press  release  was 
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issued  on  January  4,  1993,  and  comments  and  proposals  were  requested  by 
February  5.  A  public  hearing  was  held  November  3-5.  Currently,  the 
Department  is  reviewing  the  hearing  record. 

California/Arizona  Navel  and  Valencia  Oranges 

On  June  16,  the  Secretary  announced  that  the  Department  would  seek 
amendment  of  the  orders.  The  pre-notice  press  release  requesting 
proposals  was  issued  August  31,  with  a  request  for  proposals  by  November 
1.  The  due  date  was  extended  to  January  1,  1994,  at  the  request  of  both 
administrative  committees.  Subsequently,  the  committees  requested  that 
there  be  a  recess  from  amendatory  proceedings.  To  date,  the  Department 
has  not  acted  on  the  requests. 

Tart  Cherries 

The  Cherry  Marketing  Institute  (CMI)  submitted  a  proposed  marketing  order 
for  tart  cherries  grown  in  the  States  of  Michigan,  New  York,  Pennsylvania, 
Oregon,  Utah,  Washington  and  Wisconsin,  and  a  request  for  a  hearing,  on 
August  16,  1993.  Public  hearings  to  consider  a  proposed  marketing 
agreement  and  order  are  being  held  in:  Grand  Rapids,  Michigan  (December 
15-17);  Rochester,  New  York  (January  10,  1994);  Provo,  Utah  (January  13, 
1994);  and  Portland,  Oregon  (February  14).  The  proposed  program  would 
authorize  volume  regulation,  grade,  size,  maturity,  pack  and  container 
regulations  including  mandatory  inspection.  The  proposed  order  would  also 
authorize  production,  processing  and  marketing  research  and  promotion 
projects. 


Tuesday,  April  19,  1994. 
OFFICE  OF  THE  GENERAL  COUNSEL 

WITNESSES 

JAMES  S.  GILLILAND,  GENERAL  COUNSEL 
BONNIE  L.  LUKEN,  DEPUTY  GENERAL  COUNSEL 
J.  MICHAEL  KELLY,  ASSOCIATE  GENERAL  COUNSEL 

STEPHEN  B.  DEWHURST,  BUDGET  OFFICER  DEPARTMENT  OF  AGRI- 
CULTURE 

Opening  Remarks 

Mr.  Durbin.  We  would  like  to  welcome  the  Office  of  the  General 
Counsel.  Mr.  James  Gilliland,  General  Counsel;  Bonnie  Luken, 
Deputy  General  Counsel;  Mr.  Michael  Kelly,  Associate  General 
Counsel;  and  Steve  Dewhurst.  Thank  you  for  joining  us. 

We  have  your  statement  for  the  record.  It  will  be  included  in  its 
entirety.  We  welcome  any  comments  or  statement  you  would  like 
to  make  at  this  point. 

Introduction 

Mr.  Gilliland.  Good  morning  Mr.  Chairman,  members  of  the 
committee,  I  am  pleased  to  appear  before  you  for  the  first  time  this 
morning  to  present  an  overview  of  the  Office  of  the  General  Coun- 
sel and  our  1995  appropriations  request. 

This  is  my  first  appearance  here  at  the  Committee.  It  was  pre- 
sented to  you  last  year  by  Mike  Kelly  on  my  right,  whom  I  believe 
you  probably  know  well.  He  probably  has  spent  more  time  cumula- 
tively in  the  position  of  Acting  General  Counsel  than  any  of  the 
last  several  General  Counsels  have.  I  brought  him  along  because 
many  of  the  matters  with  which  we  are  concerned  may  have  roots 
deeper  than  mine  in  the  Department. 

It  is  a  new  experience  to  me  after  over  30  years  of  active,  inten- 
sive law  practice  in  the  private  sector.  I  guess  I  know  a  lot  more 
about  lawyers  and  work  product  and  idiosyncrasies  of  lawyers, 
Members  of  Congress  who  are  lawyers,  excluded,  of  course,  than  I 
do  about  the  United  States  Department  of  Agriculture  and  its 
budgets. 

Mr.  Durbin.  You  are  hitting  close  to  home,  now. 

Mr.  Gilliland.  But  I  would  like  to  say,  we  want  to  continue  in 
the  spirit  of  reinventing  USDA  that  the  last  group  gave  you.  Of 
course,  I  am  joined  by  my  Deputy  on  my  right,  Bonnie  Luken, 
whose  appearance  is  also  a  very  first  one. 

MISSION 

The  Office  of  the  General  Counsel  is  responsible  for  providing 
legal  services  to  the  Secretary  of  Agriculture  and  other  officials 
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throughout  the  country,  on  all  of  its  programs,  operations,  and  ac- 
tivities. It  is  our  mission  to  provide  legal  services  to  determine 
legal  policy  and  direct  the  performance  of  the  legal  work  through- 
out the  country. 

The  General  Counsel  is  the  principal  legal  advisor  to  the  Sec- 
retary and  responsible  for  providing  legal  advice  and  representa- 
tions of  the  Department.  It  is  the  policy  of  the  Department  of  Agri- 
culture, which  is  not  necessarily  that  of  the  otner  departments, 
that  all  the  legal  services  will  be  provided  under  the  oversight  of 
the  General  Counsel. 

That  policy,  I  am  sure,  goes  back  to  avoid  the  balkanization  of 
different  attorneys  and  different  elements  feuding  over  their  par- 
ticular turf.  So,  as  a  consequence,  we  try  to  run  a  centralized  na- 
tional law  firm  and  that  is  the  mission  in  which  we  attempt  to  pro- 
vide, particularly  in  the  sense  of  providing  quality  of  service,  which 
is  both  doing  it  right  and,  as  my  old,  long-time  senior  partner  used 
to  say,  the  other  right  is  doing  it  right  now.  So  that  is  what  we 
try  to  achieve. 

ORGANIZATION 

As  of  September  30th,  we  had  398  total  employees  of  which  ap- 
proximately two-thirds  are  practicing  attorneys.  They  are  split  be- 
tween here  and  in  the  field.  Approximately  165  are  full-time  em- 
ployees located  in  Washington  and  195  full-time  employees  located 
in  the  field.  Our  staff-year  ceiling  is  413.  We  are  a  little  under  the 
ceiling  right  now  for  reasons  of  finance.  We  are  organized  basically 
to  follow  the  functions,  the  missions  of  the  Department  of  Agri- 
culture. 

We  are  organized  into  the  subject  matter  areas  and  then  we  are 
organized  also  field-wise  because,  since  the  overwhelming  majority 
of  USDA's  activities  and  people  are  situated  outside  of  Washington, 
we  have  a  great  need  to  have  people  where  the  rubber  meets  the 
road — to  provide  legal  services  that  can  best  be  provided  on  the 
local  basis. 

We  have,  therefore,  five  regional  offices,  17  branch  offices,  and 
then  we  have  attorneys  who  are  located  in  particular  sites  which 
we  don't  consider  separate  offices  for  particular  special  needs  and 
circumstances. 

These  sites,  for  example,  would  include  Sacramento,  California, 
where  we  have  a  special  person  who  works  almost  exclusively  for 
Forest  Service  activities.  We  have  one  in  Fresno  who  is  involved  in 
a  mammoth  bit  of  litigation  to  support  the  efforts  of  the  Depart- 
ment in  that  area.  We  have  attorneys  in  various  elements,  all  of 
which  are  listed  in  the  materials  which  you  are  provided. 

STATUS  OF  FY  1994 

In  fiscal  year  1994,  we  received  a  budget  appropriation  of 
$25,992,000.  That  was  an  increase  of  approximately  $1.4  million 
over  the  prior  year  which  was  principally  employed  to  fold  in  the 
reimbursables  from  the  Agricultural  Marketing  Service  and  the 
Farmers  Home  Administration,  which  had  previously  been  funded 
as  reimbursable  positions. 

And  while  every  possible  consideration  was  given  to  the  planning 
and  formulation  of  the  fiscal  year  1994  budget  to  ensure  that  all 
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the  requirements  would  be  covered,  particularly  the  personnel  com- 
pensation amounts,  the  amount  of  appropriated  funds  has  created 
a  continuation  of  rather  difficult  circumstances  for  us.  This  is  the 
second  year  in  which  there  have  been  no  cash  awards  under  the 
incentive  awards  program  or  bonuses. 

I  think  we  may  be  alone  among  the  USDA  agencies  or  nearly 
alone  in  having  no  such  awards  for  many  of  these  people,  who  I 
can  attest,  work  nights  and  weekends  because  I  am  there.  We  have 
canceled  the  recruiting  program  and  the  ability  to  bring  in  fresh 
new  faces  for  the  same  reasons.  We  have  delayed  promotions  of  all 
employees  for  120  days.  Except  in  emergencies,  we  have  simply  left 
positions  unfilled. 

We  have  been  forced  to  discontinue  OGC's  database  contract, 
which  impacts  adversely  on  our  own  technical  long-range  planning, 
in  order  to  satisfy  personnel  costs  for  OGC  encumbered  positions. 

This  has  been  a  very  difficult  year  and  next  year  is  expected  to 
be  a  rather  difficult  year  too.  And  we  look  at  it  as  doing  a  better 
job  for  less  according  to  the  Vice  President's  mandate  to  us.  These 
are  difficult  times,  but  we  will  make  it  through  the  year.  If  we  are 
obliged  to  take  other  measures,  such  as  furloughing,  then  that  will 
be  something  which  we  will  do,  but  it  will  be  our  very  best  effort 
not  to  disrupt  the  quality  of  services  which  we  provide. 

CURRENT  ACTIVITIES 

You  are  rather  familiar  with  the  activities  in  which  we  are  in- 
volved from  your  years  of  service  here.  I  would  just  like  to  mention 
a  few  and  then,  of  course,  leave  most  of  them  for  the  record  from 
the  statement  which  you  have  before  you. 

We  have  been  involved  rather  heavily  in  the  reorganization  ef- 
fort. This  goes  beyond  the  normal  legal  function  of  providing  serv- 
ices to  client  agencies.  We  are  in  this  sense  the  new  administration 
and  we  are  trying  to  look  at  it  as  though  it  is  a  special  task,  par- 
ticularly for  those  of  us  who  have  had  substantial  business  experi- 
ence in  the  past. 

This  requires  a  great  deal  of  our  time  and  effort  in  the  legal 
analysis  and  draft  legislation  and  in  the  going  back  and  forth  that 
is  involved  in  change.  The  very  process  of  change  is  a  very  time- 
consuming  effort  and  a  very  energy-consuming  effort,  while  the 
change  has  gone  on  in  some  programs  in  which  we  are  particularly 
involved,  such  as  the  inspection  programs. 

We  have  been  intensely  involved  in  the  Pacific  Northwest 
areas — complex  litigation  has  ensued  out  there.  We  have,  of  course, 
a  steady  book  of  business  which  represents  still  over  20,000  sepa- 
rate items  of  litigation  in  the  debt  collection  area  in  the  Farmers 
Home  area  primarily. 

The  size  of  the  portfolio  would  indicate  that  we  would  expect  to 
have  a  lot  of  legal  problems.  We  do.  We  try  to  address  those  mostly 
in  the  field.  This  has  been  the  year  of  international  trade,  so  we 
have  had  particular  focus  in  that  we  provide  most  of  the  legal  serv- 
ices for  the  GATT  agricultural  and  the  NAFTA  issues  and,  of 
course,  these  issues — the  agricultural  issues — have  been  very  im- 
portant in  these  trade  negotiations  and  continue  to  be. 

We  are  looking  to  make  change  in  many  areas  with  which  you 
are  all  extremely  familiar  and  the  extent  to  which  we  will  be  able 
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to  do  so  is  yet  ahead  of  us.  And  things  like  the  crop  insurance  pro- 
gram, we  are,  of  course,  involved  in  the  agricultural  losses  in  the 
Midwest  floods  where  there  are  many  significant  regulatory  issues 
in  which  we  have  particularly  been  involved. 

We  are  involved  in  a  broad,  active  area  and  I  suppose  that  hav- 
ing spent  as  many  years  as  I  have  in  private  practice,  it  is  so  sur- 
prising to  see  that  the  burgeoning  nature  of  litigation  and,  I  guess 
the  general  nature  of  people's  activity  in  the  legal  area  is  that 
there  is  just  a  whole  lot  of  it. 

So  we  are  attempting  to  provide  these  legal  services  on  the  prop- 
osition that  there  are  two  rights  in  the  legal  service,  do  it  right  and 
do  it  right  now  and  that  is  our  focus. 

FY  1995  BUDGET  REQUEST 

Our  1995  budget  request  is  $26,173,000  million.  That  represents 
a  $181,000  net  increase  over  last  year  which,  mathematically,  is 
somewhat  under  a  1  percent  increase  from  the  prior  year.  We  rec- 
ognize that  where  the  mandate  of  the  electorate  is  to  reduce  the 
size  of  government,  not  to  mention  the  Vice  President,  that  we 
must  do  our  share. 

We  have  adopted  cost  saving  measures  and  have  really  conscien- 
tiously tried  to  do  the  very  best  we  can  to  plan  ahead  by  doing 
some  long-range  planning  and  at  the  same  time  we  are  able  to 
downsize  the  functions  that  we  have. 

We  have  shown  statistically  that  there  is  an  increasing  demand 
for  legal  services.  We  need  to  run  this  like  a  major,  efficient,  na- 
tional law  firm  to  be  able  to  better  serve  our  customers,  our  clients 
and  our  needs. 

Since  we  are  a  staff  agency  of  which  approximately  92  percent 
of  our  budget  consists  of  funds  for  personnel  compensation,  we 
have  no  way  to  absorb  unexpected  costs.  Increased  costs  associated 
with  locality  pay  have  resulted  in  a  reduction  of  essential  services 
such  as  those  provided  by  the  Law  Library. 

CLOSING  REMARKS 

So,  we  would  urge  the  Committee  to  understand  that  we  feel 
that  the  amount  of  our  budget  is  essential  to  maintaining  our  cur- 
rent, existing  staff  as  we  attempt  to  achieve  the  mandate  of  doing 
a  better  job  with  less. 

That  concludes  my  statement,  Mr.  Chairman  and  Mr.  Walsh.  We 
appreciate  the  support  that  you  folks  have  given  us  in  the  past.  I 
will  be  happy  to  answer  any  questions  and  to  the  extent  there  are 
those  which  exceed  my  time,  then  I  have  Mr.  Kelly  on  my  right  and 
Mr.  Dewhurst  on  my  left  who  can  give  you  any  further  information. 

Thanks  very  much. 

[Clerk's  note. — Biographical  sketches  appear  on  page  867.  The 
statement  of  Mr.  Gilliland  appears  on  pages  868  through  877.  The 
Explanatory  Notes  appear  on  pages  878  through  907.] 

ATTORNEY  RECOGNITION 

Mr.  DURBIN.  Thank  you  very  much.  Mr.  Gilliland,  not  too  long 
ago  you  were  in  private  practice  with  a  law  firm.  How  many  attor- 
neys did  you  have? 
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Mr.  Gilliland.  We  were  a  fairly  good-sized  regional  firm.  We 
had  between  50  and  60,  which  is — I  think  we  were  the  second  larg- 
est in  Memphis  and  one  of,  I  guess,  the  third  or  fourth  largest  in 
Tennessee. 

Mr.  Durbin.  Now,  you  have  280. 

Mr.  Gilliland.  That  is  right. 

Mr.  Durbin.  Tell  me,  having  worked  in  private  practice  for  a 
number  of  years  with  attorneys  and  trying  to  keep  your  clients 
happy,  as  you  came  into  this  area  as  General  Counsel,  what  struck 
you  as  the  biggest  impediments  to  your  management  of  the  Gen- 
eral Counsel's  Office?  You  have  mentioned  one  or  two,  but  I  would 
like  to  put  them  on  the  record. 

What  do  you  think  could  lead  to  a  more  efficient  operation  of  the 
General  Counsel's  Office?  Are  there  tools  that  were  available  to  you 
in  private  practice  and  aren't  available  to  you  now  that  you  are  in 
the  Federal  government? 

Mr.  Gilliland.  Mr.  Chairman,  if  you  asked  that  as  a  personal 
question,  I  will  give  you  a  personal  answer  in  the  hope  that  I  don't 
tread  on  anyone's  toes.  I  think,  first  of  all,  the  Federal  system  itself 
has  been  an  impediment  to  the  functioning  of  a  national  law  orga- 
nization. In  the  private  sector,  we  tend  to  bring  aboard  more  people 
than  we  ultimately  are  going  to  make  partners,  work  them  hard, 
reward  them  financially  and  then  to  those  who  survive  and  suc- 
ceed, they  do  very  well.  For  those  who  for  one  reason  or  another 
don't,  they  are  not  with  us  permanently. 

In  the  Federal  system  where  people  can  remain  in  a  job  for  their 
entire  career,  it  is  more  difficult  to  manage  and  motivate  them. 
You  have  got  to  fire  people  up,  not  fire  them.  And  that  is  a  little 
bit  different  from  the  private  sector. 

Mr.  Durbin.  That  is  quite  a  bit  different.  You  talked  about  bo- 
nuses for  extra  effort  and  said  that  you  thought  this  agency  was 
unusual  in  that  it  didn't  offer  those  bonuses,  where  other  agencies 
might.  Are  you  aware  of  other  examples  that  you  might  emulate 
in  rewarding  employees  who  have  done  an  especially  good  job? 

Mr.  Gilliland.  The  best  thing  we  can  do,  Mr.  Chairman,  is  to 
provide  people  recognition,  the  "atta  boy"  type  of  award  that  you 
sometimes  talk  about.  We  have  given  some  time  off  awards.  We 
have  given  letters,  and  other  types  of  non-monetary  recognition. 
That  certainly  helps,  because  people,  particularly  people  in  public 
service,  like  to  be  recognized.  They  like  to  be  appreciated.  So  it  is 
a  little  different  way  of  managing  from  that  with  which  I  have  been 
familiar,  but  it  is  the  best  and,  in  my  opinion,  really  the  only  way 
to  do  it. 

Mr.  Durbin.  Is  there  anything  else  that  you  can  think  of  that 
might  be  used  as  a  way  of  firing  people  up,  as  you  say,  or  encourag- 
ing them  and  recognizing  good  work? 

Mr.  Gilliland.  In  the  absence  of  monetary  recognition,  which  is, 
of  course,  what  you  normally  have  in  the  private  law  world — you 
are  somewhat  more  limited.  We  would  like  to  say  that  by  following 
closely  the  work  of  the  Department  and  following  it  both  critically 
in  the  sense  of  making  it  better  and  also  rewarding  people  with  a 
good  job  when  you  do  something  right,  you  tend  to  pull  the  organi- 
zation together  better. 
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When  the  senior  partner  pays  a  lot  of  attention  to  the  work  prod- 
uct all  the  way  down  through  it  and  the  work  product  is  good,  you 
feel  better  about  the  team,  and  that  is  hopefully  what  we  would 
like  to  do. 

BUDGET  REQUEST 

Mr.  Durbin.  Let  me  ask  you  a  specific  question  about  your  budg- 
et request.  You  have  asked  for  an  additional  $49,000  for  increased 
operating  costs  due  to  inflation  in  areas  such  as  travel,  supplies, 
and  communications.  And  then,  in  the  same  request,  you  show  a 
decrease  of  $61,000  for  administrative  efficiency  from  the  same 
areas  that  you  have  asked  an  increase  in. 

Can  you  explain  how  you  can  make  a  case  for  needing  an  in- 
crease to  cover  inflation  when  there  is  a  net  reduction  to  these 
costs? 

Mr.  GiLLlLAND.  The  logical  inconsistency  is  apparent  to  me  as 
well,  but  I  see  Mr.  Dewhurst  will  explain  that. 

Mr.  Dewhurst.  I  almost  hate  to  tell  you,  but  almost  every  agen- 
cy's budget  in  the  Department  is  developed  in  the  same  way.  It  is 
because  the  President's  commitment  to  reduce  administrative  costs 
shows  decreases  below  a  baseline  that  inflates,  so  we  let  every 
agency  do  two  things.  That  is,  make  an  estimate  of  their  increased 
nonsalary  inflation  costs  and  allow  them  to  build  that  into  that 
budget,  and  then  impose  an  efficiency  criteria.  They  are  required 
to  make  a  reduction  from  that  baseline  level  in  order  to  bring  about 
a  net  result — a  cut  for  the  taxpayers. 

Mr.  Durbin.  So  the  net  cut  in  this  area  will  be  $12,000. 

Mr.  Dewhurst.  Yes,  sir. 

Mr.  Durbin.  After  we  factor  in  the  pluses  and  minuses? 

Mr.  Dewhurst.  Yes,  sir.  The  whole  government  has  done  it  the 
same  way. 

Mr.  Durbin.  That  is  quite  an  endorsement. 

CONTRACT  WORK 

Mr.  Gilliland,  do  you  contract  out  any  work  in  the  General  Coun- 
sel's Office? 

Mr.  Gilliland.  We  don't  contract  out  any  work  in  the  General 
Counsel's  Office.  The  Farmers  Home  Administration  has  a  program 
for  contracting  out  foreclosures  in  certain  areas,  but  we  don't  con- 
tract anything  out  ourselves. 

fte  reductions 

Mr.  Durbin.  What  are  your  FTE  reductions  in  this  next  fiscal 
year  and  your  anticipated  reductions  in  fiscal  years  1996  through 
1998?  Do  you  have  those  figures? 

Mr.  Gilliland.  Steve  has  the  sheet  right  here. 

Mr.  Dewhurst.  As  the  General  Counsel  indicated,  he  has  a  staff- 
ing level  of  413  staff  years  in  1994.  He  would  go  down  just  slightly 
to  412  in  1995,  but  he  would  continue  downward  to  396  by  1998. 

Mr.  Durbin.  This  is  a  perfect  example  of  an  area  where  I  can't 
imagine,  over  the  next  four  or  five  years,  you  are  going  to  have  less 
work.  It  strikes  me  that  as  litigious  as  our  society  is  and  as  many 
demands  as  we  are  making  on  USDA  to  change  their  policy  and 
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programs,  that  there  will  be  a  lot  more  legal  work  and  fewer  people 
to  do  it.  I  am  afraid  that  is  the  general  recipe  for  dealing  with  the 
budgetary  problems  that  we  face  here. 

The  budget  request  shows  a  decrease  of  $47,000  in  Federal  em- 
ployment costs  which  will  be  achieved  by  streamlining  operations. 
Would  you  be  more  specific  and  tell  us  how  you  will  streamline 
your  operations. 

Mr.  Gilliland.  We  will  accomplish  the  decrease  in  Federal  em- 
ployment costs  through  attrition.  We  will  manage  the  attrition  in 
a  way  which  insures  adequate  resources  are  deployed  throughout 
our  organization. 

Mr.  Durbin.  I  would  also  like  to  acknowledge  Ms.  Luken  being 
from  Illinois. 

Ms.  Luken.  Yes,  sir,  that  is  right. 

Mr.  Durbin.  Glad  to  have  you  here.  Are  you  from  Springfield? 

Ms.  Luken.  Not  exactly,  but  not  too  far  outside  of  Springfield. 
Bet  you  haven't  heard  of  New  Berlin,  the  town  that  I  am  actually 
from. 

Mr.  Durbin.  Home  of  the  pretzels. 

Ms.  Luken.  I  am  impressed  by  your  erudition,  sir. 

Mr.  Walsh.  Home  of  the  pretzels.  They  would  be  welcome  in  my 
home,  I  can  assure  you.  My  kids  love  pretzels. 

COLLOCATED  ATTORNEYS 

Mr.  Durbin.  In  addition  to  the  employees  located  at  Head- 
quarters and  regional  and  branch  offices,  you  have  ten  employees 
located  with  several  agencies.  Tell  us  where  these  employees  are  lo- 
cated and  what  work  they  are  doing  for  the  agencies. 

Mr.  Gilliland.  Five  of  the  ten  attorneys  are  located  with  Farm- 
ers Home  Administration  State  Offices  in  Florida,  Indiana,  Min- 
nesota, New  Jersey,  and  Wisconsin.  These  attorneys  are  provided 
at  the  request  of  FmHA  to  meet  requests  for  legal  services  gen- 
erated by  those  offices.  Three  of  the  ten  attorneys  are  located  in  the 
U.S.  Attorneys'  offices  in  Fresno  and  Sacramento,  California,  han- 
dling marketing  order  compliance  cases  and  timber  theft  cases,  re- 
spectively. The  attorney  located  in  Greenwood,  Mississippi,  handles 
Perishable  Agricultural  Commodities  Act  cases  for  the  Agricultural 
Marketing  Service  and  the  attorney  located  in  Boise,  Idaho  handles 
water  rights  adjudication  matters. 

HAZARDOUS  WASTE  MANAGEMENT  ALLOCATION 

Mr.  Durbin.  The  budget  shows  a  rather  large  increase  in  the  al- 
location your  office  receives  from  the  Hazardous  Waste  Manage- 
ment account.  You  propose  this  allocation  to  increase  from 
$576,000  and  seven  staff  years  in  fiscal  year  1994  to  $945,000  and 
12  staff  years  in  fiscal  year  1995.  Please  explain  in  further  detail 
the  reason  for  this  increase. 

Mr.  Gilliland.  Many  new  USDA  sites  have  been  identified  that 
require  investigation  and  will,  in  many  cases,  require  remediation. 
One  significant  source  of  these  sites  is  the  approximately  25,000 
abandoned  mines  located  on  National  Forest  land.  Contamination 
associated  with  mining  can  result  in  potential  liability  in  the  mil- 
lions of  dollars  at  a  single  site.  As  many  as  200  landfills  located 
on  National  Forest  land  may  need  to  be  addressed  under  applicable 
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environmental  laws.  A  single  landfill  can  in  some  cases  cost  in  ex- 
cess of  $1  million  to  close  under  those  laws.  Legal  advice  relating 
to  these  matters  is  critical  in  part  because  the  nature  and  degree 
of  responsibility  of  the  United  States  government  for  these  matters 
is  frequently  in  dispute. 

Identifying  cases  for  cost  recovery  and  referral  to  the  Department 
of  Justice  is  also  a  high  priority  and  requires  significant  legal  re- 
sources. Cost  recovery  efforts  may  result  in  the  collection  of  mil- 
lions of  dollars  from  polluters  which  otherwise  would  be  the  respon- 
sibility of  the  Federal  Government.  In  addition,  there  is  a  growing 
list  of  USD  A  sites  which  are  under  consideration  for  inclusion  on 
the  National  Priorities  List,  NPL,  under  the  Comprehensive  Envi- 
ronmental Restoration,  Compensation,  and  Liability  Act,  CERCLA. 
There  are  three  major  new  sites  proposed  for  listing  at  this  time 
and  more  expected.  A  significant  amount  of  legal  input  and  over- 
sight is  required  in  connection  with  an  NPL  site,  including  negotia- 
tions with  Potentially  Responsible  Parties,  the  states  and  EPA.  Re- 
authorization of  the  major  environmental  statutes  by  Congress,  in- 
cluding CERCLA,  and  other  legislative  efforts  also  require  signifi- 
cant participation  by  the  Pollution  Control  Team  Coordinator  in 
interagency  meetings  and  in  drafting  papers  on  legislative  matters 
affecting  USDA.  Natural  resource  damage  matters  involving  the 
Forest  Service  as  a  Natural  Resource  Trustee  also  require  signifi- 
cant amounts  of  time  from  Team  members  and  will  continue  for 
several  years,  including  the  Blackbird  Mine  Site  in  Idaho  where 
the  cost  of  remediation,  including  natural  resource  damages  could 
approach  or  even  exceed  $100,000,000,  as  well  as  the  Exxon  Valdez 
issues.  Finally,  waivers  of  sovereign  immunity  recently  passed  or 
pending  in  Congress  have  stimulated  an  increase  in  State  and  local 
enforcement  of  pollution  control  laws,  further  increasing  the  de- 
mand for  legal  services. 

Additional  legal  resources  are  required  in  order  to  protect  USDA 
and  U.S.  interests  in  this  rapidly  growing,  highly  technical  and 
specialized  field.  Since  determinations  of  legal  liability  and  the  allo- 
cation of  such  liability  between  the  Federal  Government  and  the 
parties  must  often  precede  effective  remedial  measures,  legal  costs 
are  a  necessary  front-end  expenditure.  The  magnitude  of  the  poten- 
tial liability  in  these  matters  supports  the  expenditure  of  additional 
resources,  even  given  the  scarcity  of  resources  at  this  time. 

LAW  LIBRARY 

Mr.  DURBIN.  The  Law  Library  was  transferred  from  the  National 
Agriculture  Library  to  your  office  in  1982.  Provide  a  table  for  the 
record  showing  the  resources  devoted  to  the  operation  of  the  Li- 
brary since  the  transfer. 

Mr.  Gilliland.  I  will  provide  a  table  for  the  record. 

[The  information  follows:] 

Law  Library  costs,  fiscal  year  1983-1994 

Total 
Fiscal  year:  expenditures 

1983  $414,128 

1984  $469,342 

1985  $464,266 

1986  $448,655 

1987  $524,103 
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Total 

1988  $537,826 

1989  $549,451 

1990  $608,280 

1991  $586,983 

1992  $454,518 

1993  $541,416 

1994  est $238,022 

BANKRUPTCY  CASES 

Mr.  Durbin.  The  Explanatory  Notes  state  that  over  $3.1  million 
was  collected  from  several  bankruptcy  cases  involving  airlines 
using  innovative  theories  and  positions.  Would  you  please  be  more 
specific  and  describe  these  activities  in  further  detail. 

Mr.  Gilliland.  As  a  result  of  legislation  passed  in  1990,  our  cli- 
ent agency,  the  Animal  and  Plant  Health  Inspection  Service,  was 
authorized  to  collect  user  fees  for  the  inspection  of  international 
commercial  aircraft  and  their  passengers.  Because  some  airlines  in 
bankruptcy  held  substantial  sums  of  money  due  USDA,  it  was  nec- 
essary for  our  office  to  assist  our  client  agency  to  collect  the 
amounts  due.  As  a  result  of  these  efforts,  the  agency  collected  mil- 
lions of  dollars. 

We  are  also  pursuing  collection  of  other  user  fee  funds  owed  to 
USDA  under  other  theories.  Unsecured  creditors  in  bankruptcy 
cases  often  receive  little  return  for  claims.  Rather  than  merely  fil- 
ing an  unsecured  claim,  USDA  has  asserted  that  user  fees  collected 
on  behalf  of  USDA  are  held  in  trust  for  USDA  and,  therefore,  these 
funds  are  not  property  of  the  bankrupt's  estate.  USDA  has  also  as- 
serted, that  international  aircraft  inspection  user  fees  are  a  secured 
claim  due  to  a  statutory  lien  that  arises  by  operation  of  law.  These 
approaches  increase  the  possibility  that  USDA  will  recover  its 
APHIS  user  fees  or  a  greater  proportion  of  such  user  fees. 

DISASTER  ASSISTANCE  PROGRAMS 

Mr.  Durbin.  A  significant  amount  of  legal  assistance  was  needed 
in  the  implementation  of  disaster  assistance  programs  in  States  af- 
fected by  the  Midwest  floods  and  other  disasters.  Give  us  some  ex- 
amples of  the  kind  of  assistance  that  would  be  needed  during  a  dis- 
aster that  would  not  be  needed  otherwise. 

Mr.  Gilliland.  In  response  to  the  occurrence  of  natural  disasters 
throughout  the  Nation  in  1993,  Congress  approved  the  following 
acts  containing  authorizations  for,  and  funding  of,  assistance  with 
respect  to  affected  agricultural  producers:  the  Supplemental  Appro- 
priations Act  of  1993,  P.L.  103-50;  the  Emergency  Supplemental 
Appropriations  for  Relief  From  the  Major,  Widespread  Flooding  in 
the  Midwest  Act  of  1993,  P.L.  103-75;  the  Emergency  Supple- 
mental Appropriations  Act  for  Fiscal  Year  1994,  P.L.  103-211;  and 
the  Agriculture,  Rural  Development,  Food  and  Drug  Administra- 
tion, and  Related  Agencies  Appropriations  Act,  1993,  P.L.  103-111. 

During  the  development  of  the  disaster  provisions  contained  in 
these  acts,  attorneys  representing  the  Food  and  Nutrition  Service, 
the  Commodity  Credit  Corporation,  the  Agricultural  Stabilization 
and  Conservation  Service,  the  Farmers  Home  Administration,  and 
the  Soil  Conservation  Service  expended  a  significant  amount  of 
time  in  reviewing  numerous  draft  proposals  submitted  by  Congres- 


828 

sional  staff  members  and  in  providing  advice  to  these  individuals 
and  to  Departmental  personnel  concerning  the  effects  of  the  pro- 
posed legislation.  In  addition,  after  enactment  of  these  statutes, 
OGC  attorneys  were  responsible  for  reviewing,  on  an  expedited 
basis,  implementing  regulations  for  legal  sufficiency.  OGC  also  pro- 
vided legal  advice  regarding  Section  5(h)(  1)  of  the  Food  Stamp  Act 
of  1977,  as  amended,  7  U.S.C.  2014(h)(1),  and  the  Robert  T.  Staf- 
ford Disaster  Relief  and  Emergency  Assistance  Act,  42  U.S.C.  5121 
et  seq.,  to  the  Food  and  Nutrition  Service  in  connection  with  recent 
disasters.  In  the  spring  of  1993,  typhoons  in  the  South  Pacific  cre- 
ated the  need  for  commodity  disaster  assistance  in  the  Trust  Terri- 
tories. During  the  summer  of  1993,  floods  in  the  Midwest  resulted 
in  a  number  of  disaster  program  issues,  including  emergency  Food 
Stamps  and  commodity  distributions.  The  1993  floods  also  raised 
issues  affecting  the  Emergency  Conservation  Program  and  the  Wet- 
lands Reserve  Program,  prevented  planting,  and  reduced  yields.  Ice 
storms  across  the  State  of  Mississippi  during  the  winter  of  1994  re- 
sulted in  prolonged  power  outages  over  a  wide  ranging  area  which 
generated  issues  regarding  the  scope  of  the  Presidential  disaster 
declaration  and  implementation  of  USDA  disaster  assistance  pro- 
grams, including  the  Tree  Assistance  Program  and  questions  as  to 
future  production  losses.  The  Los  Angeles  earthquake  also  neces- 
sitated both  disaster  Food  Stamp  program  assistance  and  disaster 
commodity  distributions.  In  all  of  these  situations,  OGC  assisted 
Department  officials  with  complicated  legal  issues  that  required 
prompt,  and  often  creative,  resolution.  For  example,  in  connection 
with  disaster  assistance  following  the  Los  Angeles  earthquake, 
OGC  reviewed  the  certification  of  Food  Stamp  disaster  benefits  by 
mail  rather  than  in  person  to  help  alleviate  disorderliness  at  disas- 
ter centers. 

On  June  16,  1993,  a  class  action  complaint  for  injunctive  and  de- 
claratory relief  was  filed  in  the  United  States  District  Court  for  the 
Central  District  of  California  against  the  Federal  Emergency  Man- 
agement Agency,  FEMA,  and  USDA,  Castro  v.  Federal  Emergency 
Management  Agency,  alleging  failure  to  fulfill  statutory  and  regu- 
latory requirements  in  connection  with  the  Federally  declared  dis- 
asters in  Los  Angeles  following  the  Rodney  King  riots,  FEMA  only, 
and  in  Hawaii  after  Hurricane  Iniki,  FEMA  and  USDA.  In  that 
portion  of  the  complaint  directed  against  USDA,  complainants  al- 
leged that  victims  of  Hurricane  Iniki  residing  in  Waianae  and  Lee- 
ward Coast  on  the  Island  of  Oahu  were  denied  Emergency  Food 
Stamp  Benefits  and  that  USDA  did  not  adequately  inform  current 
food  stamp  recipients  in  Waianae  of  the  availability  of  replacement 
food  stamp  coupons.  Additionally,  the  complainants  alleged  USDA 
violated  the  Food  Stamp  Act  by  failing  to  adopt  final  Emergency 
Food  Stamp  Program  regulations. 

Mr.  Durbin.  How  much  of  your  resources  have  been  devoted  to 
providing  the  legal  assistance  needed  as  a  result  of  the  Midwest 
floods? 

Mr.  Gilliland.  Approximately  .6  staff-year  was  devoted  to  the 
provision  of  legal  assistance  as  a  result  of  the  Midwest  floods. 
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MARKETING  ALLOTMENTS 

Mr.  Durbin.  You  state  that  complicated  litigation  is  pending  on 
actions  filed  challenging  the  Secretary's  imposition  of  sugar  mar- 
keting allotments.  Would  you  describe  this  imposition  further  and 
tell  us  the  impact  this  will  have  on  your  resources. 

Mr.  Gilliland.  On  June  30,  1993,  the  Acting  Secretary  of  Agri- 
culture, Richard  Rominger,  imposed  marketing  allotments  for 
sugar  and  crystalline  fructose  for  fiscal  year  1993  pursuant  to  the 
provisions  of  Sections  359b  and  359c(g)(l)  of  the  Agricultural  Ad- 
justment Act  of  1938.  The  sugar  marketing  allotments  were  allo- 
cated among  all  domestic  sugarcane  and  sugar  beet  processors  and 
restricted  the  sale  of  approximately  200,000  short  tons  of  refined 
sugar  through  September  30,  1993. 

On  July  30,  1993,  four  sugar  beet  processors  filed  a  civil  action 
in  the  United  States  District  Court  for  the  District  of  North  Da- 
kota, challenging  the  Secretary's  decision  to  impose  allotments.  I 
will  provide  the  results  of  the  litigation  for  the  record. 

[The  information  follows:] 

On  April  21,  1994,  Chief  Judge  Rodney  Webb  issued  a  Memorandum  and  Order 
granting  the  government's  motion  for  summary  judgment  and  dismissing  the  law- 
suit. The  judge  found  that  the  Secretary  had  made  a  permissible  interpretation  of 
the  marketing  allotment  statute  and  that  his  decision  to  impose  marketing  allot- 
ments was  not  arbitrary,  capricious  or  an  abuse  of  discretion. 

This  litigation  required  input  from  three  attorneys  involving  the  combined 
amount  of  .25  staff  years.  Preparation  and  briefing  in  both  the  administrative  action 
before  an  Administrative  Law  Judge  and  the  litigation  in  the  United  States  District 
Court  were  critical  to  the  successful  result. 

EXPORT  CREDIT  GUARANTEES 

Mr.  DURBIN.  What  is  the  status  of  the  action  to  collect  CCC  ex- 
port credit  guarantees  held  by  the  Banca  Nazionale  del  Lavoro? 

Mr.  Gilliland.  On  December  15,  1992,  Banca  Nazionale  del 
Lavoro,  BNL,  filed  suit  against  the  United  States  in  the  United 
States  Court  of  Federal  Claims  for  approximately  $333  million, 
plus  interest,  with  respect  to  export  credit  guarantees  issued  by  the 
Commodity  Credit  Corporation  in  connection  with  exports  of  agri- 
cultural commodities  to  Iraq.  Judge  Moody  R.  Tidwell  has  recently 
extended  the  time  for  the  United  States  to  file  an  answer  to  BNL's 
complaint  to  June  1,  1994. 

IMPORT  RESTRICTIONS 

Mr.  Durbin.  I  understand  the  Department  has  been  considering 
imposing  import  restrictions  on  certain  commodities  under  section 
22  of  the  Agricultural  Adjustment  Act.  Please  describe  this  initia- 
tive in  further  detail  including  a  list  of  those  commodities  under 
consideration  and  the  reason  for  the  restriction. 

Mr.  Gilliland.  There  are  two  pending  International  Trade  Com- 
mission, ITC,  investigations  pursuant  to  Section  22  of  the  Agricul- 
tural Adjustment  Act  of  1933,  as  amended. 

On  the  basis  of  a  Departmental  interagency  task  force  report 
that  imports  of  wheat,  wheat  products,  and  semolina  were  materi- 
ally interfering  with  the  wheat  price  support,  payment  and  produc- 
tion adjustment  program,  the  Secretary  of  Agriculture  rec- 
ommended to  the  President  that  he  request  the  ITC  to  undertake 
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an  investigation  with  respect  to  such  imports.  The  ITC  held  hear- 
ings on  this  matter  in  Bismarck,  North  Dakota,  on  April  7,  1994, 
and  in  Shelby,  Montana,  on  April  8,  1994.  A  hearing  at  which  the 
Department  will  testify  is  scheduled  before  the  ITC  in  Washington, 
D.C.,  on  April  28,  1994.  The  President  will  decide  whether  to  im- 
pose import  restrictions  on  these  products  based  on  the  findings  of 
the  ITC  s  investigation  and  the  Commissioners'  recommendation  to 
him. 

On  the  basis  of  a  Departmental  interagency  task  force  report 
that  imports  of  peanut  paste  and  peanut  butter  were  materially 
interfering  with  the  peanut  price  support  and  production  adjust- 
ment program,  the  Secretary  recommended  to  the  President  that 
he  request  the  ITC  to  undertake  an  investigation  with  respect  to 
such  imports.  The  ITC  will  hold  a  hearing  on  May  19,  1994,  at 
which  the  Department  will  testify.  The  President  will  decide 
whether  to  impose  import  restrictions  on  these  products  based  on 
the  findings  of  the  ITC's  investigation  and  the  Commissioners'  rec- 
ommendation to  him. 

In  addition,  there  was  a  Departmental  task  force  on  whether  im- 
ports of  barley  were  materially  interfering  with  the  commodity  pro- 
gram carried  out  by  the  Commodity  Credit  Corporation.  A  draft  re- 
port was  submitted  to  the  Acting  Administrator,  Foreign  Agricul- 
tural Service,  and  the  matter  is  still  under  review. 

ELECTRONIC  BENEFIT  TRANSFER  SYSTEM 

Mr.  Durbin.  Your  office  has  been  working  with  agencies  in  the 
development  of  providing  nutrition  assistance  benefits  through  an 
electronic  system.  What  is  your  assessment  of  an  electronic  benefit 
transfer  system? 

Mr.  GlLLlLAND.  Demonstration  projects  operated  over  the  last 
several  years  have  shown  that  electronic  benefit  transfer,  EBT,  sys- 
tems for  nutrition  assistance  and  other  Federal  benefit  programs 
have  an  excellent  potential  for  reducing  certain  types  of  program 
fraud,  for  example,  making  street  trafficking  more  difficult,  and  im- 
proving access  and  convenience  for  program  participants.  In  addi- 
tion, while  relatively  high  initial  outlays  will  be  necessary  to  ac- 
quire equipment  and  software,  all  indications  are  that  EBT  can 
provide  substantial  savings  in  the  long  run.  We  have  been  actively 
involved  in  assisting  the  Administration  in  the  development  of 
plans  for  regional  EBT  prototype  systems  in  preparation  for  an 
eventual  national  multi-program  EBT  system. 

WIC  PROGRAM 

Mr.  Durbin.  The  explanatory  notes  state  that  your  office  worked 
extensively  on  legislation  authorizing  the  waiver  of  the  statutory 
cap  on  the  amount  of  funds  which  may  be  reallocated  to  States  in 
the  WIC  program.  What  is  the  status  of  this  legislation?  Has  it 
been  submitted  to  Congress? 

Mr.  GlLLlLAND.  The  funding  cap  was  regulatory.  Because  there 
was  insufficient  time  to  conduct  notice  and  comment  rulemaking  to 
delete  the  cap  and  avoid  its  adverse  impact  in  fiscal  year  1993,  leg- 
islation was  sought  to  strengthen  the  legal  basis  for  the  Secretary 
of  Agriculture  to  waive  the  cap.  Public  Law  103-50,  which  was  ap- 
proved on  July  2,  1993,  authorized  the  waiver  for  fiscal  year  1993 


831 

and  was  implemented  by  a  final  rule,  effective  without  comment, 
published  on  July  13,  1993  (58  FR  37633).  Thereafter,  the  Food 
and  Nutrition  Service  issued  a  proposed  rule  deleting  the  cap  and 
this  was  finalized  in  a  final  rule  published  on  October  4,  1993. 

FmHA  CLAIMS 

Mr.  Durbin.  The  Community  Development  and  Natural  Re- 
sources Division  has  been  assisting  the  Department  of  Justice  in 
defending  a  variety  of  claims  against  the  Farmers  Home  Adminis- 
tration arising  from  the  implementation  of  the  FACT  Act  of  1990. 
Please  provide  the  Committee  with  some  examples  of  such  claims. 

Mr.  Gilliland.  The  Office  of  the  General  Counsel  has  provided 
the  Department  of  Justice  with  litigation  support  on  certain  issues 
arising  from  implementation  of  various  statutes  affecting  the  farm 
loan  program  of  the  Farmers  Home  Administration,  FmHA.  One 
area  relates  to  the  implementation  of  the  priorities  established  in 
Section  1813(e)  of  the  FACT  Act  of  1990.  That  section  amended 
Section  335(c)(2)  of  the  Consolidated  Farm  and  Rural  Development 
Act  (Con  Act)  to  provide  that,  when  selling  suitable  farmland  out 
of  inventory,  qualified  beginning  farmers  or  ranchers  would  have 
first  priority  and  operators  of  not  larger  than  family  farms  would 
have  second  priority.  In  implementing  this  provision,  FmHA  also 
worked  socially  disadvantaged  applicants,  SDAs,  into  this  system 
in  a  continuing  effort  to  carry  out  its  responsibilities  under  Section 
355  of  the  Con  Act  to  assist  SDAs  in  purchasing  inventory  prop- 
erty. Thus,  the  first  priority  established  in  the  regulations  is  for  be- 
ginning farmers  who  are  also  SDAs,  the  second  for  beginning  farm- 
ers who  are  not  SDAs,  the  third  for  operators  of  not  larger  than 
family  farms  who  are  SDAs,  the  fourth  for  family  farm  operators 
who  are  not  SDAs.  Someone  who  is  not  an  SDA  has  challenged  the 
application  of  these  priorities  and  has  claimed  he  was  discouraged 
from  attempting  to  purchase  a  farm  in  inventory  because  he  was 
not  an  SDA.  Other  cases  had  challenged  the  previous  system  of 
designating  certain  farms  in  inventory  as  available  only  for  SDAs 
for  a  certain  time  period.  Litigation  assistance  in  these  situations 
has  meant  pulling  together — from  Congressional  materials  and 
other  sources — the  support  needed  to  justify  the  special  treatment 
accorded  SDAs  in  the  statute  and  the  regulations. 

We  have  also  been  involved  in  many  cases  which,  while  not  spe- 
cifically involving  the  provisions  of  the  FACT  Act  of  1990,  do  in- 
volve the  overall  statutory  scheme  for  servicing  delinquent  FmHA 
farmer  program  loans  and  how  the  regulations  implementing  it  are 
applied  to  specific  factual  situations.  Usually  the  challenges  attack 
FmHA's  application  of  the  195 1-S  procedures  to  a  borrower's  situa- 
tion as  being  "arbitrary  and  capricious."  Another  area  of  dispute 
has  to  do  with  the  authority,  which  was  not  specifically  mentioned 
until  the  changes  to  Section  353  of  the  Con  Act  made  by  Section 
1816(b)  of  the  FACT  Act  of  1990,  of  the  agency  to  consider  a  bor- 
rower's assets  which  were  not  security  for  the  loan  in  determining 
eligibility  of  the  borrower  for  servicing  relief. 
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ELECTRIC  LOAN  PROGRAM 


Mr.  Durbin.  Your  office  has  undertaken  the  first  major  revision 
of  the  security  instrument  used  in  the  electric  loan  program  in  over 
20  years.  Describe  this  revision  including  the  impacts  it  will  have 
on  the  Rural  Electrification  Administration,  its  borrowers,  private 
lenders,  and  others. 

Mr.  Gilliland.  OGC  is  working  closely  with  REA  to  revise  the 
provisions  of  the  standard  forms  of  security  instrument  and  loan 
contract  that  has  long  been  used  in  the  electric  program.  These 
documents  establish  the  fundamental  relationship  between  REA 
and  its  electric  borrowers  and  contain  provisions  that  are  unique 
to  REA's  programs  and  necessary  for  REA's  loan  security.  Because 
the  documents  have  not  been  revised  for  more  than  20  years,  they 
contain  provisions  that  are  out-of-date  and  no  longer  required  to 
protect  the  interests  of  the  Federal  Government.  REA  believes  that 
these  provisions  impose  an  unnecessary  burden  on  both  borrowers 
and  REA  in  the  administration  of  the  program.  Moreover,  accord- 
ing to  borrowers  and  private  lenders,  some  provisions  of  the  cur- 
rent form  of  security  instrument  have  served  to  discourage  or  delay 
the  availability  of  private  credit  to  borrowers.  As  a  part  of  the  revi- 
sion, REA  is  seeking  to  facilitate  borrowers'  access  to  private  credit. 
Finally,  the  documents  are  being  revised  to  incorporate  certain 
technical  legal  developments  relating  to  loan  contracts  and  security 
instruments,  to  clarify  certain  existing  provisions,  and  to  adopt  a 
new  format  that  will  facilitate  reference  to  and  use  of  the  docu- 
ments by  all  parties. 

INSTRUCTIONAL  SERVICES  TO  SCS 

Mr.  Durbin.  The  amount  of  instructional  services  provided  to  the 
Soil  Conservation  Service  staff  was  increased  during  fiscal  year 
1993.  Please  describe  these  services  in  further  detail. 

Mr.  Gilliland.  The  Natural  Resources  Division  provided  instruc- 
tional services  to  the  Soil  Conservation  Service  staff  through  two 
approaches.  First,  three  lawyers  provided  direct,  day-to-day  in- 
struction to  staff  personnel  on  the  procedural  and  legal  require- 
ments under  the  Administrative  Procedure  Act  for  informal  rule- 
making and  for  compliance  with  the  Federal  Advisory  Committee 
Act  and  the  Department  of  Agriculture  Advisory  Committee  Act. 

Second,  three  lawyers  from  the  Division  and  several  lawyers 
from  our  field  offices  participated  in  conferences  and  training  meet- 
ings conducted  by  the  Soil  Conservation  Service  during  which 
training  was  provided  on  subjects  such  as:  preparation  and  mainte- 
nance of  an  administrative  record;  use  of  soil  survey  information  in 
litigation  and  regulatory  enforcement;  professional  licensing/reg- 
istration requirements  for  Federal  civil  engineers;  statutory  au- 
thorities for  contracts,  grants,  and  cooperative  agreements;  and  the 
preparation  of  resource  conservation  easements.  Our  ability  to  pro- 
vide instruction  through  this  approach  was  limited  by  our  available 
funding  for  travel. 

We  anticipate  that  we  will  be  requested  to  provide  more  instruc- 
tional services  in  the  future  in  light  of  the  turn-over  in  Soil  Con- 
servation Service  staffs  caused  by  the  recent  "buy-out"  activities. 
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CASES 

Mr.  Durbin.  What  is  the  total  number  of  cases  your  office  is  in- 
volved in? 

Mr.  Gilliland.  As  of  the  end  of  FY  1993,  and  including  cases 
pending  at  the  administrative  level,  civil  and  criminal  cases,  and 
nonjudicial  foreclosures,  the  number  of  pending  cases  was  30,587. 

STAFF  LEVELS 

Mr.  Durbin.  Please  update  that  table  that  appears  on  page  742 
of  last  year's  hearing  record  showing  staff  years,  by  appropriation 
and  reimbursements,  to  include  fiscal  1993  actuals  and  fiscal  year 
1994  estimates. 

Mr.  Gilliland.  I  will  provide  for  the  record  a  table  showing  a 
breakout  of  staff  levels  between  those  funded  through  appropria- 
tion and  those  funded  through  reimbursements. 

[The  information  follows:] 

OGC  STAFF  YEARS  BY  APPROPRIATION  AND  REIMBURSEMENTS,  FISCAL  YEARS  1990,  1991,  1992, 
1993  ACTUALS  AND  FISCAL  YEAR  1994  ESTIMATED 


Office  of  the  General  Counsel  

Allocation  from  Hazard  Waste  Management  

Staff  under  other  USDA  appropriations: 

AMS  

FmHA  

FS  3 

AMS — User  Fees  

APHIS— User  Fees 

FGIS— User  Fees 

ASCS— User  Fees 

FSIS— User  Fees  

Total,  other  USDA  appropriations 3 

Total,  Office  of  the  General  Counsel  366 


Fiscal  year — 

1990 

1991           1992 

1993 

1994 

363 
0 

372          381 
5             7 

361 
7 

375 
7 

382 


14 


402 


1 

0 

11 

0 

14 

19 

6 

7 

2 

3 

.5 

.5 

.5 

.5 

0 

.5 

35 


403 


31 


413 


ATTORNEY  LOCATIONS 

Mr.  Durbin.  For  the  record  please  provide  a  table  showing  the 

number  of  attorneys  within  the  Office  of  the  General  Counsel  and 
where  they  are  located. 

Mr.  Gilliland.  I  will  provide  for  the  record  a  table  showing  our 
attorneys  by  location  as  of  April  25,  1994. 

[The  information  follows:] 

Attorney  locations  and  positions 

Washington,  DC  140 

Albuquerque,  NM 4 

Atlanta,  GA  13 

Boise,  ID  1 

Chicago,  IL  5 

Columbus,  OH  2 

Denver,  CO  12 

Fresno,  CA 1 

Gainesville,  FL  1 

Greenwood,  MS  1 

Harrisburg,  PA 7 
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Hato  Rey,  PR 2 

Indianapolis,  IN  1 

Jackson,  MS  3 

Juneau,  AK 2 

Leawood,  KS 8 

Lincoln,  NE 2 

Little  Rock,  AR 7 

Milwaukee,  WI  8 

Missoula,  MT 6 

Montgomery,  AL  3 

Ogden,  UT  4 

Portland,  OR 14 

Raleigh,  NC  2 

Richmond,  VA 3 

Sacramento,  CA  2 

San  Francisco,  CA 13 

St.  Paul,  MN 1 

Stevens  Point,  WI  1 

Stillwater,  OK  2 

Temple,  TX  5 

Trenton,  NJ  1 

Total  277 

ATTORNEY  HOURS  WORKED 

Mr.  Durbin.  Update  the  table  that  appears  on  page  740  of  last 
year's  hearing  record  showing  attorney-hours  worked  by  category  to 
include  fiscal  year  1993  actuals. 

Mr.  GlLLILAND.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 

ATTORNEY  HOURS  WORKED,  FISCAL  YEARS  1989-1993 


Areas 


Fiscal  year- 


1989  1990  1991  1992  1993 


Administrative  cases 54,298.5  50,501.5  46,351.5        46,892  45,323.5 

Civil  cases 118,953.5  119,104.5  121,716  131,865  133,003 

Criminal  cases  4,702.5          3,764  3.595            8,253  11,223 

Nonjudicial  foreclosures  5,923             5,076.5  5,997             6,326             5,809.5 

Hearing  officer/Claims  adjudicator  cases  9,113            9,390  10,202           11,479  10,853.5 

Regulations 21,103.5  22,047.5  22,579           20,574.5  21,299.5 

Correspondence/Documents 85,013  86,878.5  94,781.5  102,117.5  102,632.5 

Oral  opinions  44,211  44,962.5  47,092.5         55,236  53,828 

Draft  or  review  legislation,  Legislative  reports,  Testi- 
mony    5,689             5,886  6,961             6,234.5          6,519.5 

Other 62,356.5  69,147  80,238  89,011  84,168 

Total 411,363.5       416,758         439,513.5       477,988.5       474,660 

Mr.  Durbin.  Of  the  attorney-hours  worked  during  fiscal  year 
1993,  please  provide  us  with  a  breakout  of  how  much  was  spent  for 
each  USD  A  agency  and  what  percentage  this  was  of  the  total. 

Mr.  GlLLILAND.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 

ATTORNEY  HOURS  FOR  FISCAL  YEAR  1993 
[By  agency] 

Hours         Percent 

Agricultural  Marketing  Service 33,226  7 

Agricultural  Stabilization  and  Conservation  Service  23  733  5 

Animal  and  Plant  Health  Inspection  Service 28,480  6 
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ATTORNEY  HOURS  FOR  FISCAL  YEAR  1993— Continued 
[By  agency) 


Hours         Percent 


Commodity  Credit  Corporation 4747 

Fanners  Home  Administration 128,158 

Federal  Crop  Insurance  Corporation  4,747 

Food  and  Nutrition  Service 23,733 

Food  Safety  and  Inspection  Service 14,240 

Foreign  Agricultural  Service 4,747 

Forest  Service 128,158 

Packers  and  Stockyards  Administration  9,493 

Rural  Development  Administration  9,493 

Rural  Electrification  Administration 18,985 

Soil  Conservation  Service 14^240 

Other  (includes  OGC  internal  management  and  several  USDA  agencies  where  time  spent  is  less  than 

1%  28,480 


Total  474,660         100 

USER  FEES 

Mr.  Durbin.  For  those  agencies  which  you  propose  to  collect  or 
are  already  collecting  a  user  fee  reimbursement,  provide  the  attor- 
ney-hours spent  during  fiscal  years  1992  and  1993  and  estimates 
for  fiscal  year  1994. 

Mr.  Gilliland.  We  did  not  collect  user  fees  in  1992.  I  will  pro- 
vide that  information  for  1993  and  1994  for  the  record. 

[The  information  follows:] 

OFFICE  OF  THE  GENERAL  COUNSEL  USER  FEES 

Fiscal  vear  1993  at-     Fiscal  **'  1994  es" 
Agency  F,SC?orne»  hours  ^Wrtwn* 

AMS 

APHIS  

FGIS  

FSIS 

ASCS  

Total  17,430 24,012 

USER  FEE  PROGRAMS 

Mr.  Durbin.  For  the  record,  please  provide  a  list  of  all  user  fee 
programs  for  which  you  receive  a  reimbursement  from  and  the 
amount  of  this  reimbursement  for  fiscal  year  1993  and  estimates 
for  fiscal  year  1994. 

Mr.  Gilliland.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 

USER  FEE  PROGRAMS,  FISCAL  YEAR  1993  ACTUAL  AND  FISCAL  YEAR  1994  ESTIMATES 

Fiscal  vear         Flscal  »ear 
Program  1993  199<  estl" 

mates 

Perishable  Agricultural  Commodities  Act  $321,000  $484,200 

Agricultural  Marketing  Act  151000  24^800 

Tobacco  Inspection  Act  18,000  4,500 

Cotton  Standards  Act 18'o00  l'gQO 

Plant  Variety  Protection  Act  26^000  39^500 

Dairy  Production  Stabilization  Act  50^250  R000 


12,304 

14,616 

3,998 

6,264 

553 

1,044 

0 

1,044 

575 

1,044 

836 

USER  FEE  PROGRAMS,  FISCAL  YEAR  1993  ACTUAL  AND  FISCAL  YEAR  1994  ESTIMATES — 

Continued 

„_  r,SM.  -ear        Fis£al  )*ar 

Program  1993  1994  esti" 

mates 

Egg  Research  and  Consumer  Information  Act  37,000  1,800 

Honey  Research,  Promotion  and  Consumer  Information  Act 17,250  200 

Pork  Promotion,  Research  and  Consumer  Information  Act  15,300  3,800 

Cotton  Research  and  Promotion  Act 17,250  900 

Potato  Research  and  Promotion  Act  17,250  600 

Beef  Research  and  Information  Act 15,300  8,300 

Animal  and  Plant  Health  Inspection  Services  207,000  247,500 

United  States  Warehouse  Act 23,000  38,100 

United  States  Grain  Standards  Act  166,000  44,800 

Watermelon  Research  &  Promotion  Act 300  2,200 

Soybean  Promotion,  Research  &  Consumer  Information  Act 4,700  4,400 

Mushroom  Promotion,  Research  &  Consumer  Information  Act  2,100  2,000 

Lime  Research,  Promotion  &  Consumer  Information  Act 0  0 

Pecan  Promotion  and  Research  Act 300  1,700 

Laboratory  Accreditation  (FSIS/AMS) 0  36,900 

Fluid  Milk  Promotion  Act 0  9,700 

Voluntary  Meat  Services 0  11,500 

Organic  Foods  Production  Act 0  1,800 

Totals  1,107,000         985,000 

Mr.  Durbin.  At  last  year's  hearing,  Mr.  Kelly  told  the  Committee 
that  it  was  not  necessary  to  raise  fees  for  any  of  the  programs  to 
cover  OGC  costs  except  for  the  Perishable  Agricultural  Commod- 
ities Act  program.  This  program  would  require  legislation  to  in- 
crease the  statutory  fee  cap  to  cover  the  cost  of  legal  services.  I 
have  two  questions.  First,  is  it  still  a  correct  statement  to  say  that 
it  is  not  necessary  to  raise  fees  for  these  programs?  Second,  what 
is  the  status  of  the  legislation  needed  to  raise  the  cap  of  the  PACA 
program? 

Mr.  GlLLlLAND.  For  fiscal  year  1994,  no  changes  were  required 
or  made  to  existing  user  fee  schedules  to  recover  the  Department's 
legal  costs.  As  Mr.  Kelly  reported  last  year  with  respect  to  the  com- 
modity research  and  promotion  programs  administered  by  the  De- 
partment's Agricultural  Marketing  Service,  our  legal  costs  have 
been  included  in  the  periodic  billings  and  submitted  by  AMS  to  the 
individual  promotion  boards.  There  have  been  fee  increases  as  a  re- 
sult of  the  overall  increases  in  costs  and  expenses  of  the  programs 
but  OGC  costs  in  and  of  themselves  would  not  have  occasioned 
these  increases.  In  September  of  last  year,  the  Secretary  submitted 
legislation  that  would  amend  the  Perishable  Agricultural  Commod- 
ities Act  to  increase  the  statutory  annual  license  fee  from  $400  to 
$650,  the  fee  ceiling  for  each  branch  operation  in  excess  of  nine 
from  $200  to  $300,  and  the  total  aggregate  fee  ceiling  from  $4,000 
to  $6,000.  No  such  legislation  was  introduced  in  this  legislative  ses- 
sion. 

Mr.  Durbin.  Until  the  cap  is  raised,  how  are  your  expenses  being 
covered? 

Mr.  GlLLlLAND.  Any  expenses  in  excess  of  the  budgeted  $484,000 
from  PACA  user  fees  will  be  absorbed  by  appropriated  funds. 
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NEW  AUTHORITIES 


*J&  DVRB.IN-  J*"*  Provide  a  list  of  all  new  authorities  passed 
to  date  during  this  103rd  Congress  as  well  as  a  brief  description 

MrVur ^eZ°^jy0\mieht^  related  to  these  new  authorities 
^-  Gilliland.  I  will  provide  that  information  for  the  record. 
L  The  information  follows:] 
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Supplemental  Appropriations  Act  of  1993 
(Pub.  L.  103-50) 


SECTION         AUTHORITY 

Chapter  1      Authorizes  Commodity 
Credit  Corporation 
disaster  assistance  for 
producers  who  incurred 
losses  of  production  due 
to  natural  disasters. 


OGC  WORK  EFFORT 

Review  of 
implementing 
regulations,  provide 
general  advice  and 
oral  legal  opinions. 


Omnibus  Budget  Reconciliation  Act  of  1993 
(Pub.  L.  103-66) 


SECTION 
Title  I 


AUTHORITY 

Amended  commodity  price 
support  and  production 
adjustment  programs  to 
achieve  budget  reductions 
beginning  in  1994. 


OGC  WORK  EFFORT 

Review  of 
implementing 
regulations,  provide 
general  advice  and 
oral  legal  opinions . 


Omnibus  Budget  Reconciliation  Act  of  1993 
(Pub.  L.  103-66) 


SECTION 
1106 


AUTHORITY 

Requires  that  domestic 
cigarette  manufacturers 
that  fail  to  use  at  least 
seventy-five  percent 
U. S . -produced  tobacco, 
pay  assessments,  and 
purchase  burley  and  flue- 
cured  tobacco  from 
cooperatives;  requires 
that  tobacco  importer  pay 
no-net  cost  assessments; 
and  requires  that 
imported  tobacco  be 
subject  to  certain 
inspection  fees. 


OGC  WORK  EFFORT 

Review  of 
implementing 
regulations,  provide 
advice  with  respect 
to  consistency  of 
legislation  with 
international 
obligations  and 
provide  general 
advice  and  oral 
legal  opinions. 


839 


Emergency  Supplemental  Appropriations  for 
Relief  From  the  Major,  Widespread 
Flooding  in  the  Midwest  Act  of  1993 
(Pub.  L.  103-75) 


SECTION         AUTHORITY 

Chapter  1       Authorizes  Commodity 
Credit  Corporation 
disaster  assistance  for 
producers  who  incurred 
losses  of  production  due 
to  natural  disasters. 


OGC  WORK  EFFORT 

Review  of 
implementing 
regulations,  provide 
general  advice  and 
oral  legal  opinions. 


Emergency  Supplemental  Appropriations  for 
Relief  From  the  Major,  Widespread 
Flooding  in  the  Midwest  Act  of  1993 
Pub.  L.  103-130 


SECTION 
1 


AUTHORITY 

Authorizes  recourse  loans 
for  wool  and  mohair 
producers  for  the  1994 
and  1995  marketing  years. 


Terminates  the  wool  and 
mohair  price  support 
program  on  December  31, 
1995. 


OGC  WORK  EFFORT 

Review  of 
implement  ing 
regulations,  provide 
general  advice  and 
oral  legal  opinions. 

Provide  general 
legal  advice. 


Emergency  Supplemental  Appropriations  for  Fiscal  Year  1994 

(Pub.  L.  103-211) 


SECTION 
Title  1 


AUTHORITY 

Authorizes  Commodity 
Credit  Corporation 
disaster  assistance  for 
producers  who  incurred 
losses  of  production  due 
to  natural  disasters  and 
Agricultural 
Stabilization  and 
Conservation  Service 
emergency  conservation 
practice  cost-  share 
assistance . 


OGC  WORK  EFFORT 

Review  of 
implementing 
regulations,  provide 
general  advice  and 
oral  legal  opinions. 
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Agriculture,  Rural  Development,  Food  and  Drug 
Administration,  and  Related  Agencies  Appropriations 

Act,  1994 
(Pub.  L.  103-111) 


SECTION 

Titles  1 
through  5 
and  7 


AUTHORITY 

Various  provisions 
throughout  the  Act. 


OGC  WORK  EFFORT 

Provide  legal  advice 
on  the  availability 
of  funds  for 
particular  purposes 
and  other  general 
implementat  ion 
questions . 


North  American  Free  Trade  Agreement  Implementation  Act 

(Pub.  L.  103-182) 


308 


OGC  WORK  EFFORT 

Provide  legal  advice 
on  implementation 
and  administration; 
coordinate  legal 
efforts  with  the 
Office  of  the  Trade 
Representative  and 
the  Office  of  the 
President. 

North  American  Free  Trade  Agreement  Implementation  Act 

(Pub.  L.  103-182) 


AUTHORITY 

Establishes   special 
safeguard  provisions  with 
respect  to  the 
importation  of  fresh 
fruits  and  vegetables. 


SECTION 
309 


AUTHORITY 

Establishes  a  special 
price-based  snapback 
system  for  the 
importation  of  frozen 
concentrated  orange  juice 
from  Mexico. 


OGC  WORK  EFFORT 

Provide  legal  advice 
on  implementation 
and  administration. 
Coordinate  legal 
efforts  with  the 
Office  of  the  Trade 
Representative  and 
the  Office  of  the 
President . 
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321 


Implements  the  provisions 
of  the  North  American 
Free  Trade  Agreement 
(NAFTA)  with  respect  to 
measures  affecting  trade 
in  agricultural  products. 


Provide  legal  advice 
on  implementation 
and  administration. 
Coordinate  legal 
efforts  with  the 
Office  of  the  Trade 
Representative  and 
the  Office  of  the 
President . 


361 


Implements  the  provisions 
of  the  NAFTA  Agreement  on 
Sanitary  and 
Phytosanitary  Measures 
("SPS") . 


Provide  legal  advice 
on  implementation 
and  administration; 
provide  legal  advice 
with  respect  to 
disputes  between  the 
U.S.  and  other 
member  countries. 


Making  emergency  supplemental  appropriations  for  the 
fiscal  year  ending  September  30,  1993,  and  for  other  purposes 

(Pub.  L.  No.  103-50) 


SECTION 


AUTHORITY 


OGC  WORK  EFFORT 


Special 
Supplemen- 
tal Food 
Program 
for  Women, 
Infants 
and 

Children 
(WIC) 


Authorizing  the  Secretary 
to  waive  regulations 
governing  allocations  to 
ensure  funds  are  received 
by  States  most  in  need 
and  able  to  spend 
additional  funds. 


Provide  legal  advice 
on  implementation 
and  review  imple- 
menting regulations. 


National  Voter  Registration  Act  of  1993 
(Pub.  L.  No.  103-31) 


SECTION 


AUTHORITY 


OGC  WORK  EFFORT 


4,  6,  7,        Requires  States  to 

8,  9,  and      provide  voter 

13  registration  services  at 

all  public  assistance 
offices,  including 
offices  providing  Food 
Stamp  Program  and  WIC 
Program  benefits. 


Provide  legal  advice 
on  implementation, 
participate  in 
interagency  and 
nationwide  coordi- 
nation of  implemen- 
tation, and  review 
implementing  regu- 
lations affecting 
the  Food  Stamp 
Program  and  the  WIC 
Program . 
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Agriculture,  Rural  Development,  Food  and  Drug 
Administration,  and  Related  Agencies 
Appropriations  Act,  1994 
(Pub.  L.  No.  103-111) 


SECTION 


AUTHORITY 


OGC  WORK  EFFORT 


Special 
Supplemen- 
tal Food 
Program 
for  Women, 
Infants 
and 

Children 
(WIC) 


Authorizes  the  Secretary 
to  waive  the  15  percent 
cap  regulation  until 
revised  regulations  are 
issued. 


Provide  legal  advice 
on  implementation 
and  review  imple- 
menting regulations. 


Food  Stamp  Program  Improvements  Act  of  1994 
(Pub.  L.  No.  103-225) 


SECTION 


AUTHORITY 


OGC  WORK  EFFORT 


All  Authorizes  States  to 

sections.       require  monthly  reporting 
on  Indian  reservations. 


Provide  legal  advice 
on  implementation 
and  administration. 


Mickey  Leland  Childhood  Hunger  Relief  Act,  Title  III,  Chapter  3, 

Omnibus  Budget  Reconciliation  Act  of  1993 

(Pub.  L.  No.  103-66) 


SECTION 


AUTHORITY 


OGC  WORK  EFFORT 


All  Changes  calculation  of 

sections.       household  income,  treat- 
ment of  vehicles  and 
other  eligibility 
requirements.   Increases 
penalties  for  trafficking 
and  other  program  abuses. 
Modifies  the  quality 
control  system. 


Provide  legal  advice 
on  implementation 
and  administration. 


National  Forest  Foundation  Act  of  1993 
(Public  Law  103-106) 


SECTION 
405 


AUTHORITY 

Authorizes  the  Security 
to  provide  the  Foundation 
with  personnel, 
facilities  and  equipment 
with  no  reimbursement . 


OGC  WORK  EFFORT 

Provide  legal 
services  to 
foundation  on 
initial  organization 
of  Board  of 
Directors  and 
matching  grants. 
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Religious  Freedom  Restoration  Act  of  1993 
(Public  Law  103-141) 


SECTION 
3-6 


AUTHORITY 

Act  prohibits  any  agency 
from  burdening  a  persons 
exercise  of  religion. 


OGC  WORK  EFFORT 

Provide  legal 
services  related  to 
agency  management  of 
federal  lands. 


SECTION 
3-8 


Gallatin  Range  Consolidation 

and  Protection  Act  of  1993 

(Public  Laws  103-9) 


AUTHORITY 

Directs  an  exchange  of 
private  and  National 
Forest  lands. 


OGC  WORK  EFFORT 

Provide  legal 
services  to  effect 
mandated  land 
exchange . 


In  Lieu  Lands 
(Public  Law  103-48) 


SECTION 
All 


AUTHORITY 

Resolves  land  title 
issues  on  over  18,000 
acres  of  land  and  over 
210  individual  parcels. 
Provides  process  for  the 
U.S.  to  disclaim 
interests  in  tracts  or  to 
retain  title. 


OGC  WORK  EFFORT 

Provide  legal 
services  for 
preparation  of 
initial  lists  and  in 
defending  future 
takings  claims. 


State  of  Utah  Lands  Exchange 
(Public  Land  103-93) 


SECTION 
All 


AUTHORITY 

Authorizes  the  U.S.  and 
State  of  Utah  to  exchange 
approximately  76,000 
acres  land  in  Utah. 


OGC  WORK  EFFORT 

Legal  services  in 
effecting  exchange 
and  negotiating  and 
possibly  litigating 
appraisal  premises. 
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Old  Taos  District  Rangers  Offices 
(Public  Law  103-132) 


SECTION 
3 


AUTHORITY 

Authorizes  the  conveyance 
of  certain  lands  in  New 
Mexico . 


OGC  WORK  EFFORT 

Provide  legal 
services  in  the 
conveyancing  of 
land. 


Jamez  National  Recreation  Area 
(Public  Law  103-104) 


SECTION 
4-6 


AUTHORITY 

Establishes  the  57,000 
acre  area  for  special 
management . 


OGC  WORK  EFFORT 

Provide  legal 
services  in 
preparation  of  the 
management  plan  and 
in  administration. 


Wild  and  Scenic  Rivers  Act 
Amendments  (P.L.  103-170) 


SECTION 
3-5 


AUTHORITY 

Establishes  the  Red  Wild 
and  Scenic  River  in 
Kentucky . 


OGC  WORK  EFFECT 

Provide  legal 
services  in  the 
preparation  of 
management  plan  and 
land  acquisitions. 


Colorado  Wilderness  Act 
(P.L.  103-77) 


SECTION 
2-5 


AUTHORITY 

Establishes  a  wilderness 
area  of  611,730  acres  and 
creates  two  special 
management  areas  of 
55,550  acres. 


OGC  WORK  EFFORT 

Provide  legal 
services  on 
administration  of 
the  area. 
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Hatch  Act  Reform  Amendments  of  1993 
(Pub.  L.  No.  103-94) 


SECTION 
2-7 


AUTHORITY 

Liberalizes  political 
activity  of  Federal 
employees . 


Authorizes 

garnishment  of  Federal 
employees  salaries  for 
satisfaction  of  a  legal 
debt  [this  does  not 
replace  authority  to 
garnish  salaries 
for  payment  of 
child  support  or 
alimony! . 


OGC  WORK  EFFORT 

Provide  legal  advice 
to  Department 
officials  on  extent 
of  authorized  and 
prohibited 
activities . 

Review  orders  of 
courts  and 
authorized  state 
officials  to 
ascertain  whether 
order  is  proper. 


National  and  Community  Service  Trust  Act  of  1993 
(Pub.  L.  No.  103-82) 


SECTION 
Title  I 


AUTHORITY 

Authorizes  Federal 
agencies  to  seek 
assistance  from  the 
Corporation  for  National 
and  Community  Service  to 
conduct  national  service 
programs . 


OGC  WORK  EFFORT 

Provide  legal  advice 
on  agency 
authorities  to 
conduct  national 
service  programs ; 
review  of  agency 
applications  to  the 
Corporation;  and 
other  general 
implementation 
questions . 


SECTION 
1-15 


Fresh  Cut  Flowers  And  Fresh  Cut. 

Greens  Promotion  And  Information 

Act  Of  1993 

(Pub.  L.  No.  103-190) 


AUTHORITY 

Establishes  a  program  of 
promotion,  consumer 
information  and  related 
research  to  strengthen 
the  position  of  the  cut 
flowers  and  the  cut 
greens  industry  in  the 
marketplace. 


OGC  WORK  EFFORT 

Review  implementing 
regulations  and 
provide  legal  advice 
concerning  the 
implementation  of 
the  program. 
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SECTION 
1-5 


Lime  Research,  Promotion,  And 

Consumer  Information  Act 

(Pub.  L.  103-194) 


AUTHORITY 

Amends  the  1990  Act  to 
revise  the  definition  of 
the  term  "lime"  in  the 
order  to  cover  seedless 
and  not  seeded  limes,-  to 
increase  the  exemption 
level;  to  delay  the 
initial  referendum  date; 
and  to  alter  the 
composition  of  the  Lime 
Board. 


OGC  WORK  EFFORT 

Review  implementing 
regulations  and 
provide  legal  advice 
concerning 
implementation  of 
the  amendments. 


Egg  Research  and  Consumer 

Information  Act  Amendments  of  1993 

(Pub.  L.  103-188) 


SECTION 
1-5 


AUTHORITY 

Amends  the  Act  in  several 
respects,  including 
modifying  the  provisions 
governing  the  rate  of 
assessment  and  expanding 
the  exemption  of  egg 
producers  from  the  Act . 


OGC  WORK  EFFORT 

Review  implementing 
regulations  and 
provide  legal  advice 
concerning 
implementation  of 
the  amendments. 


SECTION 
1-10 


Watermelon  Research  and  Promotion 

Improvement  Act  of  1993 

(Pub.  L.  103-189) 


AUTHORITY 

Amends  the  Act  in  several 
respects,  including 
expanding  operation  of 
the  Act  to  the  entire 
United  States, 
authorizing  the 
revocation  of  the  refund 
provision  of  the  Act,  and 
modifying  the  referendum 
procedures  of  the  Act. 


OGC  WORK  EFFORT 

Review  implementing 
regulations  and 
provide  legal  advice 
concerning 
implementation  of 
the  amendments. 
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United  States  Grain  Standards  Act 

Amendments  Of  1993 

(Pub.  L.  103-156) 


SECTION 
1-16 


AUTHORITY 

Amends  the  Act  in  several 
respects,  including 
extending  the  authority 
of  FGIS  to  collect  fees 
to  cover  administrative 
and  supervisory  costs, 
extending  the 
authorization  of 
appropriations  and 
improving  administration 
of  the  Act . 


OGC  WORK  EFFORT 

Review  implementing 
regulations  and 
provide  legal  advice 
concerning 
implementation  of 
the  amendments. 


Omnibus  Budget  Reconciliation  Act  of  1993 
(Public  Law  103-66) 


SECTION 
1201 


AUTHORITY 

Authorizes  Rural 
Electrification 
Administration  (REA) 
borrowers  to  refinance 
outstanding  Federal 
Financing  (FFB)  loans 
guaranteed  by  REA. 


OGC  WORK  EFFORT 

Provide  legal  advice 
on  implementation 
and  administration, 
draft  and  review 
implementing 
regulations; 
negotiate  and  draft 
transactional 
documents;  close 
transactions. 


Rural  Electrification  Loan  Restructuring  Act  of  1993 
(Public  Law  103-129) 


SECTION 


1-2 


AUTHORITY 

Restructures  existing 
loan  and  guarantee 
programs  of  REA  and  the 
Rural  Telephone  Bank 
(RTB) . 


OGC  WORK  EFFORT 

Provide  legal  advice 
oh  implementation 
and  administration; 
draft  and  review 
implementing 
regulations;  draft 
transactional 
documents . 
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An  Act  to  Clarify  the  Regulatory  Oversight  Exercised  by  the 

REA  With  Respect  to  Certain  Electric  Borrowers 

(Public  Law  103-201,  107  Stat.  2342) 

SECTION         AUTHORITY  OGC  WORK  EFFORT 

1-2  Provides  for  modification     Provide  legal  advice 

of  REA' s  regulatory  on  implementation 

oversight  of  financially      and  administration; 
healthy  electric  draft  and  review 

borrowers.  implementing 

regulations . 
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NEW  LEGISLATION 


Mr.  Durbin.  Also,  provide  a  list  of  all  new  legislation  that  has 
had  an  impact  on  your  workload  and  tell  us,  in  both  dollars  and 
staff,  what  the  impact  has  been. 

Mr.  GlLLlLAND.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 
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MAJOR  PROVISIONS  OF  NEW  LEGISLATION  ENACTED 
OR  MADE  EFFECTIVE  IN  1993  AND  1994 


New  Legislation 

Supplemental 
Appropriations  Act 
for  1993  (Pub.  L. 
103-50,  Chapter  1) 

Omnibus  Budget 
Reconciliation  Act 
of  1993  (Pub.  L. 
103-66,  Title  1) 

Emergency 
Supplemental 
Appropriations  for 
Relief  From  the 
Major,  Widespread 
Flooding  in  the 
Midwest  Act  of  1993 
(Pub.  L.  103-75, 
Chapter  l) 

Pub.  L.  103-130 


Emergency 
Supplemental 
Appropriations  for 
Fiscal  Year  1994 
(Pub.  L.  103-211, 
Title  1) 

Section  1106  of  the 
Omnibus  Budget 
Reconciliation  Act 
of  1993 
(Pub.  L.  103-66) 


Impact  of  Legislation 

Review  of  implementing 
regulations,  provide 
general  advice  and 
oral  legal  opinions. 

Review  of  implementing 
regulations,  provide 
general  advice  and 
oral  legal  opinions. 

Review  of  implementing 
regulations,  provide 
general  advice  and 
oral  legal  opinions. 


Review  of  implementing 
regulations,  provide 
general  advice  and 
oral  legal  opinions. 

Review  of  implementing 
regulations,  provide 
general  advice  and 
oral  legal  opinions. 


Review  of  implementing 
regulations,  provide 
advice  with  respect  to 
consistency  of  75 
percent  domestic 
continued  requirement 
with  international 
obligations  and 
provide  general  advice 
and  oral  legal 
opinions. 


Estimated 
Attorney 
Staff  Years 

.25 


.20 


.10 


Dollars 
$  20,070 

16,056 

8,028 


.03 


02 


2,408 


1,606 


.10 


8,028 
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North  American  Free 
Trade  Agreement 
Implementation  Act 
(Pub.  L.  103-182) 


Provide  legal  advice 
on  implementation  and 
administration; 
coordinate  legal 
efforts  with  the 
Office  of  the  Trade 
Representative  and  the 
Office  of  the 
President . 


1.50 


120,422 


Hatch  Act  Reform 
Amendments  of  1993 
( Pub .  L .  No . 
103-94 , 
Section  9) 

Hatch  Act  Reform 
Amendments  of  1993 
(Pub.  L.  No.  103-94 
Sections  2-7) 


National  and 
Community  Service 
Trust  Act  of  1993 
(Pub.  L.  No.  103-82, 
Title  I) 


WIC  Farmers'  Market 
Nutrition  Act  of 
1992  (Pub.  L.  No. 
102-314,  Sections 
1-4) 


Review  orders  of  court 
and  authorized  state 
officials  to  ascertain 
whether  order  is 
proper . 

Provide  legal  advice 
to  Department 
officials  on  extent  of 
authorized  and 
prohibited  activities. 


.25 


20,819 


Provide 

on  agenc 

to  condu 

service 

review  o 

applicat 

Corporat 

National 

Service  ,- 

general 

question 


legal  advice 
y  authorities 
ct  national 
programs; 
f  agency 
ions  to  the 
ion  for 

and  Community 

and  other 
implementation 
s . 


Provide  legal  advice 
on  implementation  and 
review  implementing 
regulations . 


.10 


8,327 


05 


4,164 


18 


14,079 


Children's  Nutrition 
Assistance  Act  of 
1992  (Pub.  L.  No. 
102-512,  Title  II) 


Making  emergency 
supplemental 
appropriations  for 
the  fiscal  year 
ending  September  30, 
1993,  and  for  other 
purposes  (Pub.  L. 
No.  103-50) 


Provide  legal  advice       .43 
on  implementation, 
review  implementing 
regulations,  and  draft 
bid  documents. 

Provide  legal  advice      .05 
on  implementation  and 
review  implementing 
regulations . 


33,633 


3,911 
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National  Voter 
Registration  Act  of 
1993  (Pub.  L.  No. 
103-31) 


Provide  legal  advice 
on  implementation, 
participate  in 
interagency  and 
nationwide 
coordination  of 
implementation,  and 
review  implementing 
regulations . 


03 


2,346 


Mickey  Leland 
Childhood  Hunger 
Relief  Act,  Title 
III,  Chapter  3, 
Omnibus  Budget 
Reconciliation  Act 
of  1993  (Pub.  L.  No. 
103-66) 


Food  Stamp  Program 
Improvements  Act  of 
1994  (Pub.  L.  No. 
103-225) 


Provide  legal  advice 
and  review  imple- 
menting regulations  on 
changes  to  quality 
control  system  and 
changes  to  financial 
requirements  for  Food 
Stamp  Program 
eligibility. 

Provide  legal  advice 
on  implementation  and 
administration  of 
changes  allowing 
State's  to  require 
monthly  reporting  on 
Indian  reservations 
participating  in  the 
Food  Stamp  Program  and 
provide  legal  advice 
and  review  imple- 
menting regulations  on 
changes  to  partici- 
pation of  retail  food 
stores . 


.08 


6,257 


65 


50,840 


Fresh  Cut  Flowers 
and  Fresh  Cut  Greens 
Promotion  and 
Information  Act  of 
1993  (Pub.  L.  No. 
103-190) 

Lime  Research, 
Promotion,  and 
Consumer  Information 
Act  (Pub.  L.  103- 
194) 


Review  implementing       .01 
regulations  and 
provide  legal  advice 
concerning  the 
implementation  of 
the  program 

Review  implementing       .01 

regulations  and 

provide  legal  advice 

concerning 

implementation  of 

the  amendments. 


824 


824 
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Egg  Research  and 
Consumer  Information 
Act  Amendments  of 
1993  (Pub.  L.  103- 
188) 


Watermelon  Research 
and  Promotion 
Improvement  Act  of 
1993  (Pub.  L.  103- 
189) 


United  States  Grain 
Standards  Act 
Amendments  of  1993 
(Pub.  L.  103-156) 


National  Forest 
Foundation  Act 
(Title  IV,  P.  L. 
101-593) 


Religious  Freedom 
Restoration  Act  of 
1993  (Public  Law 
103-141) 

Gallatin  Range 
Consolidation  and 
Protection  Act  of 
1993  (Public  Laws 
103-9) 


Review  implementing 
regulations  and 
provide  legal  advice 
concerning 
implementation  of 
the  amendments. 

Review  implementing 
regulations  and 
provide  legal  advice 
concerning 
implementation  of 
the  amendments. 

Review  implementing 
regulations  and 
provide  legal  advice 
concerning 
implementation  of 
the  amendments. 

Provide  legal 
services  to 
foundation  on 
initial  organization 
of  Board  of 
Directors. 

Provide  legal 
services  related  to 
agency  management  of 
federal  lands. 

Provide  legal 
services  to  effect 
mandated  land 
exchange . 


.01 


824 


01 


824 


.01 


824 


.05 


4,069 


.05 


25 


4,069 


20,344 


In  Lieu  Lands 
(Public  Law  103-48) 


State  of  Utah  Lands 
Exchange  (Public  Law 
103-93) 


Provide  legal  .75 

services  for 
preparation  of 
initial  lists  and  in 
defending  future 
takings  claims. 

Legal  services  in         .33 
effecting  exchange 
and  negotiations  and 
possibly  litigating 
appraisal  premises. 


61,032 


26,854 
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Old  Taos  District 
Rangers  Offices 
(Public  Law  103-132) 


Jamez  National 
Recreation  Area 
(Public  Law  103-104) 


Wild  and  Scenic 
Rivers  Act 
Amendments  (P.L. 
103-170) 


Colorado  Wilderness 
Act  (P.L.  103-77) 


Omnibus  Budget 
Reconciliation  Act 
of  1993  (Public 
Law  103-66)  Section 
1201 


Rural 

Electrification  Loan 
Restructuring  Act  of 
1993  (Public  Law 
103-129) 


An  Act  to  Clarify 
the  Regulatory 
Oversight  Exercised 
by  the  REA  with 
Respect  to  Certain 
Borrowers  (Public 
Law  103-201,  107 
Stat.  2342) 


Provide  legal 
services  in 
conveyancing  of 
land. 

Provide  legal 
services  in 
preparation  of  the 
management  plan  and 
in  administration. 

Provide  legal 
services  in 
preparation  of 
management  plan  and 
land  acquisitions. 

Provide  legal 
services  on 
administration  of 
the  area. 

Provide  legal  advice 
on  implementation 
and  administration, 
draft  and  review 
implementing 
regulations; 
negotiate  and  draft 
transactional 
documents;  close 
transactions. 

Provide  legal  advice 
on  implementation 
and  administration; 
draft  and  review 
implementing 
regulations;  draft 
transactional 
documents . 

Provide  legal  advice 
on  implementation 
and  administration; 
draft  and  review 
implementing 
regulations. 


.05 


.20 


4,069 


16,275 


.20 


16,275 


.20 


.65 


16,275 


56,956 


1.00 


87,625 


.10 


8,763 
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PATENT  APPLICATIONS 


Mr.  Durbin.  As  in  the  past,  please  provide  a  list  of  applications 
for  patents  reviewed  by  your  office  during  fiscal  year  1993. 
Mr.  GlLLlLAND.  I  will  provide  that  information  for  the  record. 
[The  information  follows:] 
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Serial  No:   08/038,888      Filed:   03/29/93 

Title:   GENETICALLY  ENGINEERED  MICROORGANISMS  CONTAINING  A  GENE 

SEGMENT  CODING  FOR  A  LIPASE  FROM  RHIZOPUS  DELEMAR 

Inventors:   BERKA,  HAAS 

Serial  No:   07/998,636      Filed:   12/30/92 
Title:   DIAGNOSTIC  ASSAY  FOR  BACTERIA  BASED  ON  FRAGMENT 
AMPLIFICATION  USING  INSERTION  SEQUENCE  LOCATION 
Inventors:   BRICKER,  HALLING 

Serial  No:   08/075,064      Filed:   06/10/93 

Title:   PASTEURELLA  HAEMOLYTICA  SUBUNIT  VACCINE  CONTAINING 

CAPSULAR  POLYSACCHARIDE  AND  MURAMYL  DI PEPTIDE 

Inventors:   BROGDEN,  CHEDID 

Serial  No:   08/036,004      Filed:   03/23/93 

Title:   A  PNEUMATIC  TIRE  FOR  USE  ON  AGRICULTURAL  TRACTORS  AND 

OTHER  LIKE  VEHICLES 

Inventors:   BURT,  BEEGLY 

Serial  No:   07/986,158      Filed:   11/25/92 

Title:   STARCH  GRAFT  COPOLYMER  PAPER  AND  TEXTILE  COATING  ADHESIVE 

Inventors:   CARR,  BAGLEY,  KIM 

Serial  No:   08/034,919      Filed:   03/19/93 

Title:   SPECTROPHOTOMETRIC  METHOD  FOR  STRUCTURAL  ANALYSIS  OF 
ORGANIC  COMPOUNDS,  POLYMERS,  NUCLEOTIDES  AND  PEPTIDES 
Inventor:   CHRASTIL 

Serial  No:   07/991,811     Filed:   12/17/92 

Title:   STARCH-GUAR  COMBINATIONS  AS  FOOD  THICKENERS  AND  FAT 

SUBSTITUTES 

Inventors:   CHRISTIANSON,  FANTA 

Serial  No:   08/089,317      Filed:   07/08/93 

Title:   NEMATODE -RELEASING  COMPOSITIONS  FOR  USE  IN  AGRICULTURE 

Inventors:   CONNICK,  NICKLE 

Serial  No:   08/051,716      Filed:   04/23/93 

Title:   BIOLOGICAL  TREATMENT  FOR  CONTROLLING  WOOD  DETERIORATING 

FUNGI 

Inventors:   CROAN,  HIGHLEY 

Serial  No:   08/015,260      Filed:   02/08/93 

Title:   GREEN  LEAF  VOLATILES  AS  SYNERGISTS  FOR  INSECT  PHEROMONES 

Inventor:   DICKENS 

Serial  No:   07/987,677      Filed:   12/09/92 

Title:   IMPROVED  DIAGNOSIS  OF  PLANT  VIROID  AND  VIRUS  DISEASES  BY 

NUCLEIC  ACID  HYBRIDIZATION 

Inventors:   DIENER,  SMITH 
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Serial  No:   08/015,978      Filed:   02/10/93 

Title:   DENSITY  SEPARATION  SHELLER  FOR  PEANUT  GRADE  SAMPLES 

Inventor:   DOWELL 

Serial  No:   08/012,826      Filed:   02/03/93 

Title:   COMPOSITIONS  FOR  THE  CONTROL  OF  PEPPER  WEEVILS 

Inventors:   ELLER,  BARTELT 

Serial  No:   08/068,396      Filed:   05/26/93 

Title:   DNA  SEQUENCE  ENCODING  SURFACE  PROTEIN  OF  CRYPTOSPORIDIUM 

PARVUM 

Inventors:   FAYER,  JENKINS,  TILLEY,  UPTON 

Serial  No:   08/051,415      Filed:   04/23/93 

Title:   BIOERODABLE  FILMS  FABRICATED  FROM  MIXTURES  OF 
PECTIN/STAR CH/PLASTICIZERS 
Inventors:   FISHMAN,  COFFIN 

Serial  No:   08/076,368      Filed:   06/14/93 

Title:   METHOD  OF  ASSESSING  IMMUNE  STATUS  OF  ANIMAL  PROGENY 

Inventors:   FREEMAN,  KEHRLI 

Serial  No:   07/997,478      Filed:   12/28/92 
Title:   FIBER  CLEANING 
Inventors:   GILLUM,  HUGHES 

Serial  No:   08/062,516      Filed:   05/12/93 
Title:   A  HIVE  MOUNTED  DEVICE  FOR  UTILIZING  HONEYBEES 
(HYMENOPTERA:  APIDAE)  IN  THE  DISSEMINATION  OF  BIOCONTROL  AGENTS 
Inventors:   GROSS,  JOHNSON,  WALTERS 
Serial  No:   07/976,821      Filed:   11/16/92 

Title:   METHOD  FOR  FORMING  STRUCTURAL  COMPONENTS  FROM  DRY  WOOD 

FIBER  FURNISH 

Inventors:   GUNDERSON,  GLEISNER 

Serial  No:   07/972,399      Filed:   11/06/92 
Title:   SOIL  ERODIBILITY  TESTING 
Inventor:   HANSON 

Serial  No:   08/047,138      Filed:   04/16/93 
Title:   SOIL  ERODIBILITY  TESTING 
Inventor:   HANSON 

Serial  No:   08/072,282      Filed:   06/09/93 
Title:   DETECTION  OF  XANTHOMONAS  CAMPESTRIS  PV.  CITRI  BY 
HYBRIDIZATION  AND  POLYMERASE  CHAIN  REACTION  ASSAYS 
Inventors:   HARTUNG,  PRUVOST 

Serial  No:   08/068,040      Filed:   05/28/93 

Title:   INHIBITION  OF  ENZYMATIC  BROWNING  OF  RAW  FRUIT  AND/OR 

VEGETABLE  JUICE 

Inventors:   HICKS,  TONG 

Serial  No:   07/977,318      Filed:   11/17/92 
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Title:   COMBINATIONS  EMPLOYING  BACTERIAL  STRAINS  IN  COMBINATION  WITH  CHEMICAL 

COMPOUNDS 

Inventors:   HOWELL,  BECKER,  LAM,  LIGON,  TORKEWITZ,  MORTON 

Serial  No:   08/043,673      Filed:   04/07/93 

Title:   METHOD  AND  APPARATUS  FOR  FORMING  THREE  DIMENSIONAL 
STRUCTURAL  COMPONENTS  FROM  CELLULOSIC  AND  NONCELLULOSIC  FIBER 
Inventor:   HUNT 

Serial  No:   08/068,039     Filed:   05/28/93 

Title:   METHOD  AND  APPARATUS  FOR  AUTODISSEMINATION  OF  INSECT 

PATHOGEN 

Inventors:   JACKSON,   NORDIN,  BROWN 

Serial  No:   08/075,250     Filed:   06/11/93 

Title:   COMPOSITION  AND  PROCESS  FOR  THE  REMOVAL  OF  OIL  STAINS 

THROUGH  THE  GENERATION  OF  MICROEMULSIONS 

Inventors:   JOUBRAN,  PARRIS 

Serial  No:   08/103,649     Filed:   08/09/93 

Title:   STIMULATING  A  PLANT  DEVELOPMENTAL  RESPONSE 

Inventors:   KASPERBAUER,  HUNT,  DECOTEAU 

Serial  No:   08/076,970     Filed:   06/16/93 

Title:   SYNTHESIS  OF  (ALL-E) -2 , 7-DIMETHYLOCTA- 

2,4, 6-TRIENE-l, 8-DIAL-13C4,  A  PRECURSOR  FOR  THE  PREPARATION  OF  STABLE  ISOTOPE 

(13C)  OF  CAROTENOIDS 

Inventors:   KHACHIK,  BEECHER,  LI 

Serial  No:   08/068,038      Filed:   05/28/93 

Title:   USE  OF  A  PHEROMONOSTATIC  PEPTIDE  TO  DISRUPT  MATING  OF  THE  CORN  EARWORM, 

HELICOVERPA  ZEA. 

Inventors:   KINGAN,  RAINA 

Serial  No:   07/965,308      Filed:   10/23/92 

Title:   A  STABLE  BEVERAGE  CLOUDING  AGENT  PREPARED  FROM  ISOLATED  SOY  PROTEIN 

Inventors:   KLAVONS,  BENNETT,  VANNIER 

Serial  No:   08/051,428      Filed:  4/23/93 

Title:   ELECTROSHOCK  REPULSION  OF  WATERFOWL,  AQUATIC  ANIMALS,  AND 

SMALL  MAMMALS 

Inventor:   KOLZ 

Serial  No:   08/002,342     Filed:   01/06/93 

Title:   SEAFOOD  ANALOGS  FROM  CASEINATE  AND  PROCESS  OF  MAKING  SAME 

Inventor:   KONSTANCE 

Serial  No:   08/008,616     Filed:   01/22/93 

Title:   INDOLE  ANTIINSECTAN  METABOLITES 

Inventors:   LAAKSO,  TEPASKE,  DOWD,  GLOER,  WICKLOW,  STAUB 
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Serial  No:   08/074,902      Filed:   06/10/93 

Title:   OLPIDIUM  ZOOSPORES  AS  VECTORS  OF  RECOMBINANT  DNA  TO 

PLANTS 

Inventors:   LANGENBERG,  ZHANG 

Serial  No:   07/959,835      Filed:   10/13/92 

Title:   HYDROPHOBIC  EXTRACTED  NEEM  OIL  -  A  NOVEL  INSECTICIDE 

Inventors:   LOCKE,  WALTER,  LAREW 

Serial  No:   08/106,681      Filed:   08/16/93 

Title:   SUPERCRITICAL  FLUID  EXTRACTOR  RESTRICTOR  INTERFACES  FOR 

SORBENT  AND  NON-SORBENT  COLLECTION 

Inventor:   MAXWELL 

Serial  No:   08/003,948      Filed:   01/04/93 
Title:   SEX  ATTRACTANT  FOR  THE  APPLE  ERMINE  MOTH 
Inventors:   MCDONOUGH,  DAVIS 

Serial  No:   07/989,616      Filed:   12/14/92 

Title:   NOVEL  PROTEINS  AND  CLONED  GENES  FOR  DIAGNOSIS  AND 

PROPHYLAXIS  OF  BABESIOSIS 

Inventors:   MCELWAIN,  HINES,  MCGUIRE,  PALMER,  JASNER,  REDUKER, 

GOFF,  PERRYMAN,  DAVIS 

Serial  No:   08/006,400      Filed:   01/21/93 

Title:   A  HELIOTHIS  SUBFLEXA  CELL  LINE  FOR  THE  PRODUCTION  OF 

BACULOVI  RUSES 

Inventors:   MCINTOSH,  LONG 

Serial  No:   08/071,083      Filed:   06/04/93 

Title:   METHOD  OF  DELIGNIFYING  AND  BLEACHING  CHEMICAL  PULPS 

Inventors:   MCSWEENY,  SPRINGER 

Serial  No:   08/010,904      Filed:   01/29/93 

Title:   FORMULATIONS  OF  POLY ( LACTIC/ GLYCOL I C  ACID)  MICROSPHERES  FOR  THE 

SUSTAINED  DELIVERY  OF  PARASITICIDES 

Inventors:   MILLER,  OEHLER 

Serial  No:   08/129,742      Filed:   09/30/93 

Title:   USE  OF  ALUM  TO  INHIBIT  AMMONIA  VOLATILIZATION  IN  POULTRY 

LITTER 

Inventor:   MOORE 

Serial  No:   08/040,975      Filed:   03/31/93' 

Title:   PROCESS  AND  APPARATUS  FOR  SURFACE  TREATMENT  WITHOUT 

DEEPER  EFFECTS  AND  THE  RESULTING  PRODUCT 

Inventor:   MORGAN 

Serial  No:  08/122,949  Filed:  09/20/93 
Title:  PROBIOTIC  FOR  CONTROL  OF  SALMONELLA 
Inventors:   NISBET,  CORRIER,  DELOACH 
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Serial  No:   08/037,043      Filed:   03/25/93 

Title:   INCREASING  STABILITY  OF  FRUITS,  VEGETABLES,  OR  FUNGI 

Inventors:   NISPEROS-CARRIEDO,  BALDWIN 

Serial  No:   08/058,081      Filed:   05/07/93 
Title:   SPRAY  DRIED  POWDER  CONTAINING  MILKFAT 
Inventors:   ONWULATA,  SMITH,  HOLSINGER 

Serial  No:   08/105,225      Filed:   08/11/93 

Title:   DEVICE  AND  METHOD  FOR  ITS  USE  AS  AN  AID  IN  CONTROL  OF 

TICKS  AND  OTHER  ECTOPARASITES  ON  WILDLIFE 

Inventors:   POUND,  MILLER,  LEMEILLEUR 

Serial  No:   08/078,341      Filed:   06/21/93 

Title:   METHOD  OF  CONTROLLING  ANIMALS  WITH  ELECTRONIC  FENCING 

Inventors:   QUIGLEY,  TIEDEMANN,  THOMAS 

Serial  No:   08/039,679      Filed:   03/30/93 

Title:   GRANULAR  ENCAPSULATED  LIVING  ORGANISMS 

Inventors:   QUIMBY,  BIRDSALL,  CAESAR,  CONNICK,  BOYETTE,  CAESAR,  SANDS 

Serial  No:   08/102,932      Filed:   08/06/93 

Title:   CORE  WRAP  YARNS 

Inventors:   SAWHNEY,  FOLK,  RUPPENICKER 

Serial  No:   08/022,207      Filed:   02/25/93 

Title:   CORE/WRAP  YARN 

Inventors:   SAWHNEY,  FOLK,  ROBERT 

Serial  No:   08/068,872      Filed:   05/28/93 

Title:   BACTERIAL  CONTROL  OF  FUSARIUM  DRY  ROT  OF  POTATOES 

Inventors:   SCHISLER,  SLININGER,  BOTHAST 

Serial  No:   08/015,961     Filed:   02/08/93 

Title:   GYPSY  MOTH  VIRUS  WITH  ENHANCED  POLYHEDRA  PRODUCTION 

STABILITY 

Inventors:   SLAVICHEK,  MERCER 

Serial  No:   08/054,985      Filed:   04/30/93 
Title:   ENHANCED  INSECT  RESISTANCE  IN  NICOTIANA  PLANTS 
GENETICALLY  ENGINEERED  WITH  A  PLANT  HORMONE  GENE 
Inventors:   SMIGOCKI,  NEAL 

Serial  No:   08/081,591      Filed:   06/23/93 

Title:   MONOCLONAL  ANTIBODIES  TO  SALINOMYCIN  AND  METHOD  FOR 

DETECTING  THE  SAME 

Inventors:   STANKER,  ELISSALDE,  BEIER,  ROWE,  DELOACH 

Serial  No:   08/054,920      Filed:   04/28/93 

Title:   CDNA  CLONE  ENCODING  SOLANIDINE  UDP-GLUCOSE 

GLUCOS YLTRANS  FERASE 

Inventors:   STAPLETON,  BELKNAP,  FRIEDMAN,  GARBARINO,  ROCKHOLD 
ALLEN 
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Serial  No:   08/031,983     Filed:   03/16/93 
Title:   MUCOSAL  COMPETITIVE  EXCUSION  FLORA 
Inventors:   STERN,  BAILEY,  COX,  BLANKENSHIP 

Serial  No:   08/005,722      Filed:   01/19/93 
Title:   CORN  ROOTWORM  TRAP 
Inventors:   SUTTER,  LANCE,  HOVLAND 

Serial  No:   93/020,530     Filed:   03/09/93 

Title:   ENZYMATIC  PROCESSING  OF  MATERIALS  CONTAINING  CHROMIUM  AND 

PROTEIN 

Inventors:   TAYLOR,  DIEFENDORF,  MARMER,  BROWN 

Serial  No:   08/097,182     Filed:   07/27/93 

Title:   PROCESS  FOR  THE  CONTINUOUS  REMOVAL  OF  PRODUCTS  FROM  HIGH 

PRESSURE  SYSTEMS 

Inventor:   TOMASULA 

Serial  No:   08/087,242      Filed:   07/02/93 

Title:   PROCESS  FOR  PRODUCTION  OF  PHENOL  DERIVATIVE 

Inventors:   TOMITA,  HSE 

Serial  No:   08/109,570      Filed:   08/20/93 

Title:   IMPROVEMENT  IN  MELTABILITY  AND  TEXTURE  OF  REDUCED-FAT 

MOZZARELLA  CHEESE 

Inventors:   TUNICK,  MALIN,  HOLSINGER,  SMITH 

Serial  No:   08/088,470      Filed:   07/07/93 

Title:   INHIBITION  OF  POSTHARVEST  FRUIT  DECAY  BY  SLOW-RELEASE 

2-NONANONE 

Inventors:   VAUGHN,  SPENCER 

Serial  No:   07/963,171     Filed:   10/19/92 
Title:   ACOUSTIC  LOCATION  FIXING  INSECT  DETECTOR 
Inventors:   VICK,  WEBB,  LITZKOW,  SHUMAN 

Serial  No:   07/959,860     Filed:   10/13/92 

Title:   NOVEL  INSECTICIDAL  COMPOSITIONS  DERIVED  FROM  NEEM  OIL  AND  NEEM  WAX 

FRACTIONS 

Inventors:   WALTLER,  LOCKE,  LAREW  III 

Serial  No:   08/053,146     Filed:   04/27/93 

Title:   FOOD  STUFFS  CONTAINING  STARCH  OF  A  NORMAL  SUGARY- 2  GENOTYPE 

Inventors:   WHITE,  JOHNSON,  POLLAK 

Serial  No:   07/991,815     Filed:   12/17/92 

Title:   A  MACHINE  VISION  SYSTEM  FOR  INSPECTION  OF  AGRICULTURAL 

COMMODITIES 

Inventors:   WILLIAMS,  ADAMS 
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Serial  No:   08/095,552      Filed:   07/26/93 

Title:   A  COMPOSITION  CONTAINING  2-DEOXY-D-GLUCOSE  AND 

CANDIDA  SAITOANA  AND  A  METHOD  OF  USE  FOR  THE  BIOLOGICAL  CONTROL  OF  POSTHARVEST 

DISEASES 

Inventors:   WILSON,  EL  GHAOUTH 

Serial  No:   08/058,795      Filed:   05/10/93 

Title:   BIOPESTICIDE  COMPOSITION  AND  PROCESS  FOR  CONTROLLING 

INSECT  PESTS 

Inventors:   WRIGHT,  CHANDLER,  KNAUF 

Serial  No:   08/070,645      Filed:   06/01/93 

Title :   TRICHINELLA  SPIRALIS  ANTIGENS  FOR  USE  AS  IMMUNODIAGNOSTIC 

REAGENTS  OR  VACCINES 

Inventors:   ZARLENGA,  GAMBLE 


Serial  No:   07/959,010      Filed:   10/09/92 

Title:   TAENIA  ANTIGENS  FOR  USE  AS  IMMUNODIAGNOSTIC  REAGENTS  FOR 

BOVINE  OR  SWINE  CYSTICERCOSIS 

Inventors:   ZARLENGA,  LICHTENFELS 
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CIVIL  AND  CRIMINAL  CASES 


Mr.  Durbin.  Update  the  tables  that  appear  on  page  715  of  last 
year's  hearing  record  showing  the  number  of  new  and  pending  civil 
and  criminal  cases  as  well  as  the  dollar  value  relatea  to  pending 
cases  to  include  fiscal  year  1993. 

Mr.  GlLLlLAND.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 


CIVIL  AND  CRIMINAL  CASES 

New  cases  referred 

Pending  end  of  fiscal 

Civil          Criminal 

Civil          Criminal 

Fiscal  year: 

1989  13,537  444  34,488  976 

1990  14,139  381  34,091  910 

1991  15,493  367  33,811  792 

1992  14,472  333  28,462  454 

1993  12,519  273  24,897  475 

DEBT  COLLECTION 

Pending  cases  Dollar  amount 

September  30,  1989 28,139  $4,548,430,120 

September  30,  1990 23,607  4,240,498,131 

September  30,  1991  24,125  4,309,351,941 

September  30,  1992 21,770  4,588,296,100 

September  30,  1993 20,379  4,319,226,106 

LOCAL  LAN  NETWORK 

Mr.  DURBIN.  You  were  experiencing  some  technical  problems  last 
year  with  your  local  area  networks  interconnecting  with  the  USDA 
local  area  networks.  Has  this  problem  been  solved? 

Mr.  GlLLlLAND.  No.  We  are  still  experiencing  slow  performance 
when  connecting  to  the  USDA  local  area  network.  In  order  to  im- 
prove our  network  speed,  we  need  to  upgrade  our  network  interface 
boards  in  each  PC  and  replace  our  existing  LAN  cables.  Due  to  lack 
of  funds,  this  cannot  be  accomplished. 

WORK  ITEM  MANAGEMENT  SYSTEM 

Mr.  Durbin.  What  is  the  status  of  a  pilot  Work  Item  Manage- 
ment System  used  for  internal  tracking.  Does  it  perform  as  ex- 
pected? What  would  be  the  cost  to  go  nationwide  with  the  system? 
Do  you  plan  to  expand  the  pilot  nationwide? 

Mr.  Gilliland.  The  pilot  Work  Item  Management  System  was 
successful,  and  with  future  enhancements,  would  have  provided 
OGC  with  a  reliable  internal  case  tracking  system.  The  total  cost 
to  go  nationwide  is  estimated  at  $1,057,000.  When  funding  becomes 
available,  we  plan  to  expand  the  system  nationwide. 

FOOD  STAMP  PROGRAM 

Mr.  Durbin.  Update  the  table  that  appears  on  page  713  of  last 
year's  hearing  record  showing  Food  Stamp  program  costs  and  staff 
years  to  include  fiscal  year  1993  actuals  and  fiscal  year  1994  esti- 
mates. 
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Mr.  Gilliland.  I  will  provide  that  information  for  the  record. 
[The  information  follows:] 

FOOD  STAMP  PROGRAM— COST  ANO  STAFF  YEARS 


Fiscal  year — 

1990 

1991 

1992 

1993 

1994 

Funds  

Staff  years  

$890,052 

16.30 

$910,534 
16.45 

$1,045,079 
16.42 

$1,072,876 
16.15 

$1,090,611 
15.76 

FCIC 

Mr.  Durbin.  For  the  past  two  years  the  OGC  has  been  the  lead 
agency  in  connection  with  the  establishment  of  a  single  nationwide 
crop  insurance  policy,  the  publication  of  regulations  reaffirming 
FCIC's  preemption  of  State  insurance  regulations,  and  litigation  in- 
volving the  authority  of  FCIC  to  conduct  a  uniform  national  pro- 
gram. Please  update  the  Committee  as  to  the  status  of  each  of 
these  initiatives. 

Mr.  Gilliland.  All  of  these  initiatives  are  interrelated.  The  first 
step  was  to  develop  a  policy  which  was  identical  for  both  the  Fed- 
eral Crop  Insurance  Corporation,  FCIC,  and  reinsured,  MPCI,  poli- 
cies. Although  FCIC  published  the  general  terms  and  conditions  for 
this  common  policy  in  1991,  7  C.F.R.  part  457,  it  was  not  until 
1994  that  the  first  endorsement  for  this  policy  was  published.  By 
crop  year  1995,  involving  crops  planted  in  the  fall  of  1994,  75  per- 
cent of  the  premium  written  under  the  Federal  crop  insurance  pro- 
gram will  be  insured  under  this  common  policy. 

The  use  of  this  common  policy,  without  the  various  changes  re- 
quired in  the  MPCI  policy  by  State  regulatory  agencies,  was  made 
possible  by  a  favorable  decision  in  the  United  States  Court  of  Ap- 
peals for  the  Tenth  Circuit  in  State  of  Kansas  ex  rel  Todd  v.  the 
United  States,  995  F.  2d  1505.  In  that  decision,  the  court  upheld 
the  authority  of  FCIC  to  issue  regulations  preempting  State  au- 
thority to  regulate  and  tax  FCIC  and  MPCI  policies.  Those  regula- 
tions had  been  issued  on  June  6,  1990,  7  C.F.R.  §§351-52. 

FCIC  has  been  in  consultation  with  the  various  States,  both 
through  the  National  Association  of  State  Insurance  Commis- 
sioners and  directly  with  some  States.  Although  State  regulation  of 
insurance  policies  under  the  Federal  Crop  Insurance  Act  has  large- 
ly been  resolved,  some  States  are  adamant  that  they  have  the  au- 
thority to  tax  the  premium  on  FCIC  reinsured  policies.  Unless  the 
tax  preemption  authority  contained  in  the  Federal  Crop  Insurance 
Reform  Act  of  1994  is  enacted,  litigation  against  some  States  ap- 
pears inevitable. 

BREAKOUT  OF  BUDGET  REQUEST 

Mr.  Durbin.  Provide  a  breakout  of  your  budget  request  to  the 
Secretary,  the  Secretary's  request  to  OMB,  and  the  OMB  allow- 
ance. 

Mr.  Gilliland.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 
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1,229 
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25,992 

344 

344 

240 
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OFFICE  OF  THE  GENERAL  COUNSEL— FISCAL  YEAR  1995  BUDGET  BREAKOUT 

(Dollars  in  thousands] 

Agency  request         Secretary^request  to  Budg(Jt 

Fiscal  year  1994  budget 

Fiscal  year  1994  conference  action 

Transfers  in  the  Estimates: 

Shift  of  FS  reimbursables 

Shift  of  Hazardous  Waste  All 

Fiscal  year  1994,  adjusted  

Changes: 

Pay  costs  

Salary  adjustments  

Reduction  in  Federal  employment  

Non-pay  inflation  

Admin,  overhead  reduction  

ADP  Increase  

Shift  of  FmHA  &  AMS  reimbursables  

Program  cost  increase  

Total,  fiscal  year  1995  30,428  28,451  26,173 

USE  OF  PRIVATE  COUNSEL 

Mr.  Durbin.  Farmers  Home  has  the  authority  to  use  private 
counsel  for  bankruptcy  work.  Has  additional  authority  been  grant- 
ed to  use  private  counsel  for  other  work  at  the  Department. 

Mr.  Gilliland.  Farmers  Home  Administration  has  authority,  in 
Section  510(d)  of  the  Housing  Act  of  1949,  7  U.S.C.  1480(d),  to  use 
private  attorneys  when  so  doing  will  accelerate  the  process  of  fore- 
closing on  single-family  dwellings  financed  under  Section  502  of  the 
Housing  Act,  7  U.S.C.  1472.  This  authority  allows  the  Secretary  to 
use  private  attorneys  for  foreclosure,  sales  deed  preparation,  pos- 
session of  properties  and  bankruptcies  in  connection  with  rural 
housing  loans.  This  is  the  only  authority  to  use  private  attorneys 
that  the  agency  has  at  the  present  time.  A  bill,  S.  1930,  which 
passed  the  Senate  on  March  24,  1994  and  the  House  of  Representa- 
tives on  April  21,  1994  will,  if  approved  by  the  President,  give  the 
Farmers  Home  Administration  similar  authority  for  use  in  farm 
loan  cases. 

Mr.  Durbin.  Thank  you  all  for  your  testimony.  Mr.  Walsh. 

Mr.  Walsh.  I  noted  you  are  from  a  Memphis  law  firm.  You  are 
not  of  the  famous  Memphis  law  firm  that  we  have  all  heard  about? 

Mr.  Gilliland.  Mr.  Walsh,  one  of  my  law  partners  and  closest 
friends  last  year  won  the  Memphis  Bar  Association  award  at  the 
annual  Christmas  dinner  for  the  dark  eyes  look  alike. 

STAFF  REDUCTIONS 

Mr.  Walsh.  The  famous  Bendini  law  firm.  Welcome  to  govern- 
ment service. 

The  Chairman  asked  a  couple  of  questions  I  was  going  to  ask, 
so  I  won't  repeat  them.  But  I  just  want  to  be  clear,  the  reduction 
that  you  spoke  of — that  Mr.  Dewhurst  spoke  of,  those  are  part  of 
the  reinventing  government  proposals  and  that  is  the  impact  on 
your  Department;  is  that  correct? 

Mr.  Dewhurst.  Yes,  sir,  it  is  a  government-wide  reduction  in 
what  we  call  nonsalary  administrative  costs. 
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Mr.  Walsh.  That  would  include  positions,  legal  positions  in  addi- 
tion to  clerical  staff  and  other  supportive  staff? 

Mr.  Dewhurst.  Yes.  Just  to  be  clear  about  it,  there  are  two — 
there  are  categorically  two  kinds  of  reductions  in  these  budgets: 
There  are  staff  reductions  where  we  are  bringing  the  number  of 
people  down  on  the  Federal  payroll  and  then  there  is  a  reduction 
in  what  is  called  nonsalary  administrative  costs,  the  money  we  use 
for  travel,  training,  contracting,  both  kinds  of  reductions  are  built 
into  the  General  Counsel's  budget  as  is  the  case  with  most  of  the 
agencies  of  the  Department. 

Mr.  Walsh.  Do  you  have  discretion  within  those  requests  as  to 
which  positions  are  reduced? 

Mr.  Dewhurst.  Yes.  The  manager  of  each  agency  has  discretion 
to  choose  which  positions  are  reduced  or  to  develop  a  plan  to  hit 
those  staff  year  targets  they  have  been  given. 

Mr.  Walsh.  Okay. 

FOREST  SERVICE 

What  percent  would  you  say  of  the  legal  work  that  you  do  is  re- 
lated to  Forest  Service? 

Mr.  Gilliland.  Mr.  Walsh,  I  would  be  afraid  to  try  to  give  you 
that  off  the  top  of  my  head.  I  will  provide  it  for  the  record. 

[The  information  follows:] 

For  fiscal  year  1994,  it  is  estimated  that  OGC  will  spend  approximately  86  attor- 
ney staff-years  and  50  support  staff-years  on  legal  work  that  is  related  to  the  Forest 
Service. 

Mr.  Walsh.  Such  a  large  number  of  USD  A  employees  are  Forest 
Service  related,  I  just  wondered  if  that  proportion  was  the  same 
with  legal  work. 

Mr.  Gilliland.  I  would  be  inclined  to  think  that  our  Forest  Serv- 
ice portion  would  be  somewhat  higher  than  a  comparable  portion 
taken  on  a  population  of  employees  basis.  I  would  observe  this — 
that  my  particular  time  has  been  very  heavily  absorbed,  particu- 
larly in  the  last  90  days  in  connection  with  this  highly  complex  liti- 
gation that  we  are  involved  in  in  the  Pacific  Northwest,  and  we 
have  spent  many,  many  hours  and  drawn  our  best  and  brightest 
in  to  the  thing  that  has  the  long-range  complexities. 

We  are  in  Federal  District  Court  litigation  before — I  believe  the 
current  count  is  17  different  Federal  judges  as  to  whom  an  adverse 
decision  can  impact  the  legal  strategy  with  which  we  are  attempt- 
ing to  operate  to  maintain  management  capability  over  our  public 
lands. 

Mr.  Walsh.  Do  you  see  continued  escalation  in  the  amount  of 
litigation  as  it  relates  to  lumber  issues,  particularly  in  the  North- 
west, or  do  you  think  that  with  the  President's  proposal  and  the 
implementation  of  that  proposal,  you  will  see  a  reduction  in  litiga- 
tion in  the  near  and  long  term? 

Mr.  Gilliland.  The  former,  sir,  is  my  belief.  There  has  been  to 
some  extent  a  lull  in  the  litigation  in  the  Pacific  Northwest  as  the 
forest  plan  is  being  prepared.  We  expect  that  we  will  see  more  liti- 
gation and,  of  course,  the  Justice  Department  is  handling  the 
courtroom  litigation,  but  it  is  up  to  us  to  establish  the  legal  policy 
to  allocate — establish  the  policy  that  we  would  have  to  utilize  to 
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manage  this  complex  litigation  and  to  maintain  the  multiple  use 
discretion  of  the  Secretary  of  Agriculture. 

LEGAL  SERVICES 

Mr.  Walsh.  Does  the  Forest  Service  have  their  own  attorneys 
also? 
Mr.  Gilliland.  No.  As  I  commented  earlier,  the  General  Counsel 

f>rovides  all  the  legal  services  for  the  Department,  so  all  of  the 
egal  services  for  whatever  it  is  reports  to  the  Secretary  through 
me. 

Mr.  Walsh.  So  USDA  has  no  other  attorneys  that  it  employs 
other  than  General  Counsel? 

Mr.  Gilliland.  The  Department's  policy  is  that  all  legal  services 
will  be  provided  by  the  Office  of  the  General  Counsel. 

I  think  there  may  be  a  couple  of  people  in  the  Office  of  Inspector 
General  who  are  lawyers  who  provide  certain  limited  types  of  legal 
services  for  that  office,  but  the  rule  and  the  policy  is  that  all  legal 
services  are  to  be  provided  through  the  Office  of  the  General  Coun- 
sel and,  thus,  I  mention  that  it  is  sort  of  an  anti-balkanization  pol- 
icy so  that  we  don't  have  different  groups  of  lawyers  feuding  with 
one  another  on  matters. 

Mr.  Walsh.  You  mentioned  that  there  are  other  attorneys  who 
work  for  USDA  not  in  roles  where  they  would  be  conducting  litiga- 
tion for  the  Department,  so  they  would  be  filling  a  staffing  position, 
for  example. 

Mr.  Gilliland.  Yes,  sir. 

Mr.  Walsh.  Thank  you  very  much.  Good  luck. 

Mr.  Gilliland.  Thank  you,  Mr.  Walsh. 

Mr.  Durbin.  Thanks  for  joining  us.  We  will  be  back  in  touch  with 
you.  We  appreciate  your  testimony. 

Biography  of  James  S.  Gilliland,  General  Counsel 

James  Gilliland  was  born  in  Memphis,  Tennessee.  He  received  his  BA.  degree 
from  Vanderbilt  University  in  1955,  and  an  LL.B.  from  Vanderbilt  Law  School  in 
1957.  Mr.  Gilliland  joined  the  law  firm  of  Glankler,  Brown,  Gilliland,  Chase,  Robin- 
son and  Raines  in  1963,  became  a  partner  in  1970  and  became  a  senior  partner  in 
1979.  His  law  practice  was  primarily  in  the  areas  of  real  estate,  financing  and  cot- 
ton trade  matters.  He  was  appointed  General  Counsel  of  the  Department  of  Agri- 
culture on  May  28,  1993.  He  is  married  to  Lucia  F.  Gilliland  and  they  have  three 
children. 


Biography  of  Bonnie  L.  Luken,  Deputy  General  Counsel 

Bonnie  Luken  was  born  in  Springfield,  Illinois.  She  received  a  B.S.  degree  cum 
laude  from  the  University  of  Illinois,  Champaign-Urbana,  in  1973  and  a  J.D.  from 
Rutgers  School  of  Law,  Camden,  New  Jersey,  in  1976.  Ms.  Luken  first  came  to  the 
office  of  the  General  Counsel  in  1976  as  a  staff  attorney.  In  that  capacity,  she 
gained  extensive  experience  with  the  Department's  food  assistance  programs,  espe- 
cially the  School  Lunch  Program  and  WIC  Program.  She  became  Deputy  Assistant 
General  Counsel  for  the  Food  and  Nutrition  Division  in  1988.  Ms.  Luken  was  ap- 
pointed Deputy  General  Counsel  in  1993.  Her  husband  Edward  Barron  is  Deputy 
Counsel  for  the  Senate  Committee  on  Agriculture,  Forestry  and  Nutrition.  She  has 
two  young  sons,  James  and  Stephen. 
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OFFICE  OF  THE  GENERAL  COUNSEL 

STATEMENT  OF  JAMES  S.  GILLILAND,  GENERAL  COUNSEL 

UNITED  STATBS  DEPARTMENT  OF  AGRICULTURB 

BEFORE  THE 

SUBCOMMITTEE  ON  AGRICULTURE,  RURAL  DEVELOPMENT, 

FOOD  AND  DRUG  ADMINISTRATION  AND  RELATED  AGENCIBS 

INTRODUCTION 

Mr.  Chairman  and  members  of  the  Subcommittee,  I  am  pleased 
to  appear  before  you  this  morning  to  present  an  overview  of  the 
Office  of  the  General  Counsel  and  our  fiscal  year  1995 
appropriation  request. 

I  am  joined  by  Bonnie  L.  Luken,  Deputy  General  Counsel,  and 
Steve  Dewhurst.   Accompanying  me  this  morning,  and  seated  behind 
me,  are  our  senior  Associate  General  Counsel,  J.  Michael  Kelly, 
who  appeared  here  last  year  as  Acting  General  Counsel,  William 
Perrelli,  Director,  Administration  and  Resource  Management,  and 
Charlene  Buckner,  our  Finance  and  Budget  Analyst. 

MISSION  OF  THE  AGENCY 
The  Office  of  the  General  Counsel  (OGC)  is  responsible  for 
providing  legal  advice  and  services  to  the  Secretary  of 
Agriculture  and  other  officials  of  the  Department  of  Agriculture 
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and  for  all  programs,  operations,  and  activities  of  the 
Department's  agencies,  staff  offices  and  corporations. 

The  mission  of  OGC  is  to  determine  legal  policy,  provide 
legal  services,  and  direct  the  performance  of  all  legal  work  for 
the  Department  throughout  its  Washington  and  field  locations. 
The  General  Counsel  is  the  principal  legal  advisor  to  the 
Secretary  of  Agriculture  and  is  responsible  for  providing  legal 
advice  and  representation  for  the  Department. 

SIZE 
As  of  September  30,  1993  OGC  had  398  employees  of  which  360 
were  permanent  full-time  employees  and  38  were  other  employees. 
There  were  165  permanent  full-time  employees  and  14  other 
employees  located  in  Washington,  D.C.,  and  195  permanent  full- 
time  employees  and  24  other  employees  in  the  field.   OGC's  FY 
1994  staff  year  ceiling  is  413,  which  consists  of  approximately 
282  attorneys  and  131  support  staff. 

ORGANIZATION 
OGC's  services  are  provided  through  11  Divisions  in 
Washington,  22  field  offices,  9  client  host  sites,  and  1  special 
work  site.   The  headquarters  for  OGC  is  located  in  Washington, 
D.C.   The  Office  is  directed  by  a  General  Counsel,  a  Deputy 
General  Counsel,  five  Associate  General  Counsels,  11  Assistant 
General  Counsels,  and  a  Director  for  Administration  and  Resource 
Management.   We  have  attached  an  organizational  chart  for  your 
information  that  shows  the  overall  structure  of  the  office. 
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The  headquarters  legal  staff  is  divided  into  five  areas: 
(1)  Natural  Resources;  (2)  Rural  Development;  (3)  International 
Affairs,  Commodity  Programs  and  Food  Assistance  Programs; 
(4)  Regulatory  and  Marketing;  and  (5)  Legislation,  Litigation, 
Research  and  Operations. 

FIELD  STRUCTURE 

OGC  has  five  regional  offices,  each  headed  by  a  Regional 
Attorney,  and  17  branch  offices  headed  by  an  Associate  or 
Assistant  Regional  Attorney.  The  locations  of  these  offices  are 
listed  on  the  attached  organizational  chart.   Currently,  OGC  has 
10  employees  working  in  the  offices  of  client  agencies,  U.S. 
Attorneys,  or  in  other  locations.   These  sites,  which  we  do  not 
consider  separate  offices,  include  Fresno  and  Sacramento, 
California;  Trenton,  New  Jersey;  St.  Paul,  Minnesota;  Stevens 
Point,  Wisconsin;  Gainesville,  Florida;  Indianapolis,  Indiana; 
Boise,  Idaho;  and  Greenwood,  Mississippi. 

OGC's  field  offices  provide  legal  advice  and  services  on  all 
matters  within  the  scope  of  delegations  vesting  extensive 
authority  to  implement  programs  in  agency  field  staff.  A 
majority  of  the  Department's  litigation  is  completed  at  the  field 
level  through  direct  referrals  to  U.S.  Attorneys,  without 
involvement  of  the  Washington  office.   OGC  field- level  legal 
services  are  provided  primarily  to  the  Agricultural  Stabilization 
and  Conservation  Service,  Farmers  Home  Administration,  and  the 
Forest  Service.   Other  Departmental  agencies,  including  the 
Agricultural  Marketing  Service,  Animal  and  Plant  Health 
Inspection  Service,  Federal  Crop  Insurance  Corporation,  Food  and 
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Nutrition  Service,-  Soil  Conservation  Service,  and  other  agencies, 
also  receive  legal  services  from  OGC  field  offices. 

FUNDS 

OGC's  fiscal  year  1994  appropriation  is  $25,992,000,  an 
increase  of  $1,438,000  over  the  amount  appropriated  in  fiscal 
year  1993.   In  fiscal  year  1994,  we  were  able  to  fold  into  OGC's 
appropriation  12  (1  AMS,  11  FmHA)  encumbered  positions  that  had 
previously  been  funded  as  reimbursable  positions.  While  every 
possible  consideration  was  given  to  the  planning  and  formulation 
of  the  fiscal  year  1994  budget  to  ensure  that  all  requirements 
would  be  covered,  particularly  in  the  personnel  compensation 
area,  the  amount  of  appropriated  funds  for  fiscal  year  1994  has 
necessitated  the  continuation  of  rather  difficult  austerity 
measures  that  Were  implemented  in  fiscal  year  1992.   There  have 
been  no  cash  awards  or  bonuses.  We  have  also  cancelled  the 
attorney  recruitment  program,  thus  bringing  fresh  faces  in  the 
Office  to  a  virtual  stop. 

We  have  adopted  or  continued  policies  of  delaying  promotions 
for  120  days  after  approval;  except  in  the  case  of  emergencies, 
not  replacing  either  legal  or  support  staff  positions  when  they 
are  vacated;  limited  use  of  automated  legal  research  services; 
and  almost  eliminating  expenditures  for  training.   Continued 
implementation  of  OGC's  database  contract  has  been  cancelled. 

Since  OGC  had  to  absorb  the  costs  of  the  fiscal  year  1994 
locality  pay  and  since  the  planned  attrition  has  not  yet 
materialized,  we  will  have  a  very  difficult  fiscal  year. 
However,  every  effort  is  being  made  to  keep  the  current  fiscal 
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crunch  from  unduly  affecting  the  quality  of  service  we  render  to 
the  Department  or  materially  disrupt  operations. 

CURRENT  ACTIVITIES  AND  ISSUES 

We  understand  that  the  Subcommittee  would  like  us  to  address 
some  of  the  current  activities  in  which  we  are  involved,  as  well 
as  current  issues.  Much  of  OGC's  workload  is  on-going  in  the 
sense  that  we  continue  to  review  regulations,  prepare  civil  and 
criminal  cases  to  be  filed  by  the  Department  of  Justice,  defend 
against  lawsuits  filed  against  the  Department,  prosecute 
administrative  cases,  provide  both  formal  and  informal  advice, 
and  draft  proposed  legislation.  While  the  names  and  issues 
change,  the  basic  legal  services  we  provide  are  essentially  the 
same  over  time.   However,  I  would  like  to  highlight  a  few  areas. 

A  number  of  issues  and  concerns  have  commanded  our  attention 
and  our  legal  resources  this  year,  and  continue  to  do  so.   The 
Secretary's  proposal  for  the  reorganization  and  streamlining  of 
USDA  has  required  that  we  prepare  legal  analyses  and  draft 
legislation  to  accomplish  the  changes  he  has  in  mind.  The 
Secretary's  attention  has  also  remained  focused  on  a  number  of 
very  high  priority  issues,  each  of  which  has  required  substantial 
analysis  and  input  from  OGC.   These  have  included  his  continuing 
attention  to  the  need  to  reform  our  Nation's  meat  and  poultry 
inspection  systems,  our  continued  involvement  in  the  extremely 
complex  Pacific  Northwest  wildlife  and  forestry  issues,  and  the 
Secretary's  recent  decision  to  lift  the  suspension  he  had  earlier 
imposed  on  foreclosures  involving  Farmers  Home  Administration 
farmer  program  borrowers.   We  have  spent  considerable  time 
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advising  the  Department's  officials  in  all  of  these  areas.   I 
have  particularly  spent  a  major  portion  of  my  time  on  the 
difficult  Pacific  Northwest  forest  issues. 

OGC  also  continues  to  provide  legal  services  in  connection 
with  various  international  trade  issues.  These  include  the 
drafting  of  implementing  legislation  in  connection  with 
agricultural  provisions  of  the  Uruguay  Round  multilateral  trade 
agreement  reached  in  December  of  1993,  and  questions  which 
continue  to  arise  in  connection  with  the  North  American  Free 
Trade  Agreement. 

OGC  attorneys  have  also  been  substantively  involved  in 
providing  legal  services  regarding  the  development  of  legislation 
to  reform  the  Federal  crop  insurance  program,  the  delivery  of 
disaster  assistance  to  cover  agricultural  losses  caused  by 
widespread  flooding  in  the  Midwest  and  by  drought  in  the 
Southeast  during  1993,  nonprocurement  suspension  and  debarment 
issues,  and  the  development  of  the  Department's  plans  for  the 
extension  of  electronic  benefit  transfer  methods  for  the  Food 
Stamp  program. 

In  the  regulatory  area,  we  have  been  addressing  a  number  of 
significant  regulatory  issues  including  those  related  to  labels 
for  safe  food  handling,  nutrition  labeling  for  meat  and  poultry 
products,  control  of  the  Mediterranean  fruit  fly  in  California, 
importation  of  cattle  from  Mexico,  and  importation  of  logs  and 
raw  wood  products.   Extensive  legal  advice  has  also  been 
required,  and  will  continue  to  be  necessary,  especially  regarding 
the  development  and  implementation  of  a  USDA  pathogen  reduction 
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program  for  application  to  the  meat  and  poultry  inspection 
systems. 

As  a  result  of  amendments  to  some  of  our  research  and 
promotion  legislation,  we  have  worked  with  USDA  officials  to 
issue  a  new  promotion  order  for  fluid  milk  products,  revise 
regulations  for  the  watermelon  and  lime  programs,  and  address 
proposals  for  a  cut  flowers  promotion  order.  He  have  also 
provided  drafting  assistance  to  develop  amendments  that  would 
bring  the  Plant  Variety  Protection  Act  into  conformity  with  the 
1991  International  Convention  for  the  Protection  of  New  Varieties 
of  Plants. 

We  have  also  been  involved  in  developing  significant  new 
regulations  in  the  agricultural  credit  area.   For  example,  the 
recently  enacted  Rural  Electrification  Loan  Restructuring  Act 
effected  sweeping  changes  in  the  Rural  Electrification 
Administration  electric  and  telephone  loan  programs  and  required 
the  development  of  comprehensive  new  regulations.  We  also  have 
been  involved  in  developing  proposed  revisions  to  the  Farmers 
Home  Administration  emergency  loan  regulations  to  make  it  easier 
for  more  farmers  to  qualify  for  these  loans. 

In  the  natural  resources  area,  we  have  been  involved  in  a 
number  of  extremely  significant  undertakings  including,  of 
course,  the  Pacific  Northwest  wildlife  and  timber  issues 
mentioned  earlier.  We  have  also  devoted  considerable  resources 
to  reauthorization  of  the  Clean  Water  Act  and  of  the 
Comprehensive  Environmental  Response,  Compensation,  and  Liability 
Act.   Finally,  we  have  dedicated  substantial  resources  to  the 


875 


drafting  of  a  new  timber  sale  contract  for  use,  after  adoption, 
in  connection  with  the  sales  of  timber  from  the  National  Forests. 

FY  1995  BUDGET  REQUEST 
For  fiscal  year  1995,  OGC  is  requesting  $26,173,000  in 
direct  appropriations.   This  request  represents  a  net  increase  of 
$181,000  over  the  fiscal  year  1994  appropriation.   In  calculating 
the  requested  increase,  $240,000  was  added  for  the  fiscal  year 
1995  pay  raise  and  $49,000  was  added  for  inflationary  costs, 
which  reflects  a  2.7  percent  increase  for  non- salary  costs. 
However,  those  increases  were  offset  by  a  $61,000  reduction  for 
administrative  purposes,  in  keeping  with  the  President's 
Executive  Order  to  promote  the  efficient  use  of  resources.  The 
budget  also  reflects  a  reduction  of  $47,000  in  support  of  the 
President's  Executive  Order  mandating  a  reduction  in  Federal 
employment . 

Mr.  Chairman,  we  realize  that  in  these  times  of  huge  federal 
deficits  and  tight  budgets  all  agencies  must  tighten  their  belts 
and  learn  to  provide  more  with  less.   It  goes  without  saying  that 
we  are  willing  to  do  our  part,  and  we  have  in  fact  adopted  a 
number  of  cost -saving  measures  in  both  fiscal  year  1993  and 
fiscal  year  1994.   However,  as  has  been  pointed  out  before,  the 
overall  amount  of  legal  work  never  seems  to  decrease,  and 
Departmental  agencies  are  continually  seeking  new  or  expanded 
legal  services.   However,  since  OGC  is  a  staff  agency  and  92 
percent  of  our  budget  consists  of  funds  for  personnel 
compensation,  we  have  no  way  to  absorb  further  cuts  below  our 
request  without  placing  a  severe  strain  on  the  office  and 


876 


adversely  affecting  daily  operations.  Therefore,  the  entire 
amount  of  our  budget  request  is  essential  to  maintain  our 
current,  existing  staff  and  levels  of  service. 

CLOSING 
That  concludes  my  statement,  Mr.  Chairman.  He  appreciate 
the  support  this  Committee  has  given  us  in  the  past.   I  will  be 
happy  to  answer  any  questions  you  and  the  Committee  members  may 
have  at  this  time.  Thank  you. 


877 


P 

IS 

S8 


ml 


«      3 
g     : 

is 


M3 


S2 
1 


IjS 


<ls 


5 

t- 

5 


rn 


i 


M 


878 


OFFICE  OF  THE  GENERAL  COUNSEL 

Purpose  Statement 

The  Office  of  the  General  Counsel,  which,  prior  to  1955.  was  known  as  the  Office  of 
the  Solicitor,  was  established  in  1910  (70  Stat.  742)  as  the  law  office  of  the 
Department  of  Agriculture. 

The  Office  provides  all  essential  and  necessary  legal  advice  and  services  for  the 
Department's  ongoing  programs.  The  headquarters  legal  staff  is  divided  into  four 
sections:  (1)  Regulatory  and  Marketing;  (2)  International  Affairs.  Commodity 
Programs  and  Food  Assistance  Programs;  (3)  Community  Development  and  Natural 
Resources;  and  (4)  Legislation.  Litigation.  Research  and  Operations. 

Geographic  Location.  The  work  of  this  office  is  carried  out  in  Washington,  D.C..  and 
five  regions  which  include  22  offices  as  follows: 


Southern  Region: 
Atlanta.  Georgia 
Hato  Rey.  Puerto  Rico 
Jackson.  Mississippi 
Montgomery,  Alabama 
Raleigh.  North  Carolina 

Mountain  Region: 
Denver.  Colorado 
Albuquerque.  New  Mexico 
Missoula.  Montana 
Ogden.  Utah 

Northern  Region: 

Harrisburg.  Pennsylvania 
Chicago.  Illinois 
Columbus.  Ohio 
Milwaukee.  Wisconsin 
Richmond.  Virginia 


Central  Region: 

Leawood.  Kansas 
Lincoln.  Nebraska 
Little  Rock,  Arkansas 
Stillwater.  Oklahoma 
Temple,  Texas 

Pacific  Region: 

San  Francisco.  California 
Juneau.  Alaska 
Portland.  Oregon 
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OFFICE  OF  THE  GENERAL  COUNSEL 


Available  Funds  and  Staff- Years 
1993  Actual  and  Estimated  1994  and  jgjgj 


Item 


Salaries  and  Expenses 

Allocation  from: 
Hazardous  Waste 
Management  


Obligations  under  other 
USDA  appropriations 


AMS 

FmHA  

FS  

AMS-User  Fees  . 
APHIS-User  Fees 
FGIS-User  Fees 
ASCS-User  Fees 
FSIS-User  Fees 
Total .  Other  USDA 
Appropriations  . 


Total.  Office  of  the 
General  Counsel  


1993 
Actual 


Amount 


$24,554,000 


513.000 


68.015 
689.232 
997.253 
711.000 
207.000 
166.000 

23.000 


2.661.5QP 


27.928.500 


Staff 

^ears 


354 


1 

11 
14 
8 
4 
3 
1 


J2. 


403 


1994 

Estimated 


Amount 


$25,992,000 


576.000 


1.381.000 

619.000 

247.000 

45.000 

38.000 

36 .PPP 


2, 366, OQQ 


28.934.000 


Staff 

Yejrs. 


375 


19 
7 
3 

.5 

.5 
^5_ 


JL 


413 


1995 

Estimated 


Amount 


$26,173,000 


945.000 


1.229.000 

597.000 

226.000 

44.000 

40.000 

53.000 


2.189.000 


29.307  000:   41? 


Staff 

Years 


370 


12 


19 

6 

3 

.5 

.5 


-2P_ 
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OFFICE  OF  THE  GENERAL  COUNSEL 
Permanent  Positions  bv  Grade  and  Staff-Year  Summary 
1993  and  Estimated  1994  and  1995 


1993 

•    : 

1994 

1995 

Grade 

:  Hdars 

Field 

Total : 

:  Hdars 

Field 

Total : 

:  Hdars 

Field 

Total 

Executi 

*e 

Level 

IV        1 

-- 

1  : 

1 

-- 

1  : 

1 

-- 

1 

ES-6  .. 

:   1 

-- 

1  : 

1 

-- 

1  : 

1 

-- 

1 

ES-5  .. 

:   3 

-- 

3  : 

4 

-- 

4  : 

5 

-- 

5 

ES-4  .. 

:   7 

1 

8  : 

6 

1 

7  : 

5 

1 

6 

ES-3  .. 

3 

1 

4  : 

3 

1 

4  : 

3 

4 

7 

ES-2  .. 

: 

3 

3  : 

-- 

3 

3  : 

-- 

-- 

-- 

GS/GM-1 

5  :  38 

18 

56  : 

:  38 

18 

56  : 

:  34 

16 

50 

GS/GM-1 

4  :  53 

92 

145  : 

:  67 

93 

160  : 

:  83 

102 

185 

GS/GM-1 

3  :  30 

10 

40  : 

:  21 

16 

37  : 

:  10 

5 

15 

GS-12  . 

:  11 

15 

26  : 

8 

3 

11  : 

3 

2 

5 

GS-11  . 

8 

4 

12  : 

2 

1 

3  : 

2 

2 

4 

GS-10  . 

1 

-- 

1  : 

2 

-- 

2  : 

2 

-- 

2 

GS-  9  . 

:   7 

14 

21  : 

5 

16 

21  : 

6 

16 

22 

GS-  8  . 

:  10 

10 

20  : 

:   10 

10 

20  : 

:  10 

10 

20 

GS-  7  . 

:   9 

17 

26  : 

:   10 

20 

30  : 

:  13 

23 

36 

GS-  6  . 

9 

17 

26  : 

:  10 

20 

30  : 

:  10 

20 

30 

GS-  5  . 

5 

16 

21  : 

2 

16 

18  : 

2 

16 

18 

GS-  4  . 

:   2 

4 

6  : 

1 

4 

5  : 

1 

4 

5 

Total  P 

=rmanent : 

Positi 

Dns  ....:  198 

III 

420  | 

;  191 

III 

41?  I 

;  191 

221 

412 

Unfille 

J 

Positi 

3ns. 

end-o 

f-vear..:  -8 

-11 

-19  ! 

-- 

-- 

--  ■ 

-. 

-- 

-- 

Total  P 

?rmanent : 

Employi 

nent. 

end-o 

f-vear.. :  190 

211 

401  : 

!  191 

222 

4p  ; 

;  191 

221 

412 

Staff-Y 

ears 

Cei 1 i  n 

3  :  187 

216 

403  ; 

■  191 

III 

4i? ; 

:  191 

221 

412 
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OFFICE  OF  THE  GENERAL  COUNSEL 

CLASSIFICATION  RY  OMFCTS 

1993  and  Estimated  1994  and  1995 


1993 

Personnel  Compensation: 

Headquarters  $  9.186.623 

Field  9.366.303 

11  Total  personnel  compensation  18.552.926 

12  Personnel  benef i  ts  3 . 483 . 170 

13  Benefits  for  former  personnel  5.169 
Total  pers.  comp.  &  benefits  22.041.265 

Other  Objects: 

21  Travel  187.146 

22  Transportation  of  things  13.156 

23.2  Rental  payments  to  others  ... 

23.3  Communications,  utilities 

and  misc.  charges  758.925 

24   Printing  and  reproduction  ...  29,099 

25.1  Consulting  services  

25.2  Other  services  488.520 

26   Supplies  and  materials  516.029 

31   Equipment  483.769 

Total  Other  Objects  2.476.644 

Total  direct  obligations  24.517.909 

Position  Data: 

Average  Salary.  ES 

positions  $106,230 

Average  Salary.  GM/GS 

positions  $49,518 

Average  Grade.  GM/GS 

positions  11.47 


1994 


1995 


$  9.830.070 
10.335.610 

$  9.890.794 
10.414.934 

20.165.680 

3.886.691 

8.008 

24.060.379 

20.305.728 
3.939.642 

8.  OOP 
24.253.378 

282.300 
25.000 

283.730 
22.260 

657.971 
24.703 

666.520 
24.965 

521.736 

383.011 

36.900 

507.320 

376.757 

38.070 

1.931.621 

1.919.622 

25.992.000 

26.173.000 

$110,583 

$113,411 

$53,143 

$54,578 

11.69 

11.75 
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OFFICE  OF  THE  GENERAL  COUNSEL 

Office  of  the  General  Counsel: 

Forjecessary  expenses  of  the  Office  of  the  General  Counsel.  [$25,992,000]. 
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SALARIES  AND  FXPFNSFS 

Appropriations  Act.  1994  $25  992  000 

Budget  Request .  1995  26. 173' 000 

Increase  in  Appropriation  ♦  181.000 


SUMMARY  OF  INCREASES  AND  DECREASES 
(On  basis  of  adjusted  appropriation) 


1994 
Item  of  Change   Estimated   Pav  Cost 

Legal  Services..  $25.992.000  +$240, 000 


Program 
Changes 


1995 
Estimated 


-$59.000  $26.173.000 


PROJECT  STATEMENT 
(On  basis  of  appropriation) 


1993 
Actua 1 

1994 

Estimated 

Increase 
or 

Decrease 

1995 

Estimated 

Project 

Amount 

Staff 

Years 

Staff 
Amount    Years 

Amount 

Staff 
Years 

Legal  Services 
Unobligated 
balance  

$24,517,909 
35.091 

354 

$25,992,000:  375 

+181.000 

$26,173,000 

370 

Total . 
Appropriation 

$24,554,000 

354 

$25,992,000:  375 

(1) 
+181.000 

$26,173,000 

370 

EXPLANATION  OF  PROGRAM 

The  General  Counsel  is  the  chief  law  officer  of  the  Department  and  is  responsible  for 
providing  legal  services  for  all  programs,  operations,  and  activities  of  the 
Department.  The  General  Counsel  is  assisted  by  a  Deputy  General  Counsel  and  four 
Associate  General  Counsels,  each  of  whom  is  responsible  for  a  portion  of  the  legal 
work  of  the  Department.  The  functions  of  this  Office  are  performed  in  the  Washington 
office  and  five  regions  which  include  five  regional  and  17  branch  offices.  The  Law 
Library  was  transferred  from  the  National  Agricultural  Library  to  OGC  in  1982. 
The  field  offices  handle  legal  work  relating  primarily  to  the  activities  of  the 
Agricultural  Stabilization  and  Conservation  Service.  Agricultural  Marketing  Service. 
Commodity  Credit  Corporation.  Farmers  Home  Administration.  Federal  Crop  Insurance 
Corporation.  Forest  Service,  Rural  Development  Administration.  Soil  Conservation 
Service,  and  the  Food  and  Nutrition  Service.  By  delegation  of  the  General  Counsel 
legal  work  relating  to  other  programs  and  activities  of  the  Department  may  be  handled 
by  a  field  office. 

Legal  Advice.  The  Office  of  the  General  Counsel  issues  both  formal  and  informal 
opinions  on  legal  questions  arising  in  the  administration  of  the  Department's 
programs:  prepares  or  reviews  administrative  rules  and  regulations  applicable  to  the 
public:  drafts  proposed  legislation:  prepares  or  interprets  contracts,  mortgages, 
leases,  deeds,  and  similar  documents;  prepares  patent  applications  arising  out  of 
inventions  by  Department  employees;  and  considers  and  determines  claims  by  and 
against  the  United  States  arising  out  of  the  Department's  activities 

Administrative  Proceedings.  The  Department  is  represented  by  the  General  Counsel  in 
administrative  proceedings  for  the  promulgation  of  rules  having  the  force  and  effect 
of  law  and  in  quasi -judicial  hearings  held  in  connection  with  the  administration  of 
various  USDA  programs. 

Civil  Litigation   Civil  litigation  arising  out  of  the  Department's  work  is  handled 
by  the  Department  of  Justice,  with  attorneys  of  the  Office  of  the  General  Counsel 
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assisting  in  the  preparation  and  trial  of  such  cases   The  General  Counsel  represents 
the  Secretary  in  administrative  proceedings  before  the  Interstate  Commerce  Commission 
involving  freight  rates  on  farm  commodities  and  in  appeals  from  the  decisions  of  the 
Commission  to  the  courts.  By  delegation,  the  Associate  General  Counsel  for 
Legislation.  Litigation.  Research  and  Operations  represents  the  Department  in  certain 
classes  of  cases  before  the  United  States  Courts  of  Appeals. 

Criminal  Litigation.  Criminal  cases  are  reviewed  for  the  purpose  of  referring  them 
to  the  Department  of  Justice. 


JUSTIFICATION  OF  INCREASES  AND  DECREASES 

(1)  A  net  increase  of  S181.000  for  the  Office  of  the  General  Counsel  consisting  of: 

(a)  An  increase  of  $49.000  for  increased  operating  costs. 

Need  for  Change.  OGC  is  continually  facing  inflationary  costs.  Continued 
absorption  of  these  increased  operating  costs  will  severely  affect  the 
operations  of  the  office. 

Nature  of  Change.  This  increase  will  cover  the  costs  associated  with 
inflation  which  has  affected  the  critical  parts  of  the  base  program. 
Examples  of  increased  costs  are  travel,  printing,  supplies  and 
communication  services. 

(b)  A  decrease  of  $61.000  for  administrative  efficiency. 

Need  for  Change.  In  support  of  the  Secretary's  streamlining  efforts  and 
the  President's  Executive  Order  to  reduce  overhead-type  outlays  from  the 
FY  1993  baseline,  budget  authority  is  reduced  by  $61,000. 

Nature  of  Change.  In  order  to  achieve  these  savings.  OGC  will  reduce 
discretionary  expenses  by  $61,000  in  FY  1995  in  areas  such  as  office 
supply  expenditures,  and  printing  and  reproduction  services.  OGC  will  also 
closely  monitor  contractual  services,  utility  and  communication  charges  and 
reduce  travel . 

(c)  A  decrease  of  $47.000  for  a  reduction  in  Federal  employment  costs. 

Need  for  Change.  In  support  of  the  Secretary's  streamlining  efforts  and 
the  President's  Executive  Order  mandating  a  reduction  in  Federal 
employment.  OGC  is  reducing  employment  costs. 

Nature  of  Change.  To  achieve  the  reduction.  OGC  will  streamline  its 
operations.  The  total  reduction  in  personnel  costs  amounts  to  $47,000. 
OGC  plans  to  conduct  a  review  of  our  ability  to  provide  quality  legal 
services  to  the  Department  as  a  result  of  the  Secretary's  reorganization. 
Since  the  provision  of  legal  services,  especially  in  the  field,  is  in  most 
cases  linked  to  the  location  of  client  offices.  OGC's  streamlining 
decisions  must,  in  large  part,  await  development  of  the  reorganized 
structure  of  the  Department.  Some  of  those  decisions  may  include 
transferring  functions  and  personnel  among  existing  offices, 
eliminating  field  and  Washington  office  positions  and  increasing  the 
efficiency  of  personnel  by  enhancement  or  reassignment  of  support 
activities. 

(d)  An  increase  of  $240.000  for  pay  increases. 
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Office  of  the  General  Counsel 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS  AND  STAFF -YEARS 


1993  and  Estimated  1994  and  1995 
1993            1994 

1995 

Alabama 

Alaska  .   

Staff 
Amount 

$   296.373 
252.266 
715.708 

1.301.659 

926.394 

.  12.829.448 

1.327.750 
542.170 
841.534 
179.360 
483.743 
210.325 
324.526 
211.735 
224.523 
261.885 
834,538 
747.922 
208.633 
619.600 
340.930 
225.859 
611.028 

tears 

6 

4 

12 

20 

13 

155 

24 

9 

14 

4 

9 

4 

6 

4 

4 

4 

13 

12 

4 

12 

6 

4 

U 

Staff 
Amount 

$   305.385 
166.509 
739.164 
1.381.420 
1.108.876 
13.209.075 
1.458.556 
767.770 
863.327 
243.687 
552.038 
216.137 
334.015 
216.846 
230.626 
271.182 
961.727 
844.462 
216.483 
634.971 
351.518 
290.825 
627.401 

Years 

6 

3 

12 

22 

17 

163 

25 

12 

14 

5 

9 

4 

6 

4 

4 

4 

14 

13 

4 

12 

6 

5 

11 

Staff 
Amount 

$   308.824 
257.868 
746.421 
1.396.980 
1.119.932 
13.261.406 
1.473.815 
775.219 
872.410 
246.178 
556.944 
218.500 
336.314 
219.276 
233.141 
272.453 
882.473 
853.064 
218.608 
640.671 
354.735 
294.056 
633.712 

tears 

6 
4 

Arkansas 

California 

Colorado     

12 
22 

17 

District  of  Columbia. . 

Georgia 

Illinois    

158 
25 
1? 

Kansas 

Mississippi 

Montana 

Nebraska 

New  Mexi  co 

14 
5 
9 
4 
6 

North  Carolina 

4 

Ohio 

Oklahoma    

4 
4 

Oregon 

Pennsylvania 

13 
13 

Puerto  Rico 

Texas 

Utah 

Virginia 

Wisconsin 

4 
12 

6 
5 

11 

Subtotal .  Available 
or  Estimate 

24.517.909 
36.091 

354 

25.992.000 

375 

26.173.000 

370 

Unobligated  balance  . . 

Total.  Available 
or  Estimate 

24.554.000 

J£4_ 

25.992.000 

375 

26.173.000 

}70 
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OFFICE  OF  THE  GENERAL  COUNSEL 

STATUS  OF  PROGRAM 

The  Office  of  the  General  Counsel  (OGC)  serves  as  the  legal  advisor 
and  counsel  for  the  Secretary  and  the  program  agencies  of  the 
Department . 

Current  Activities:   The  Office  provides  legal  services  for  all 
agencies  of  the  Department.   These  services  include,  but  are  not 
limited  to  the  following: 

rendering  opinions  on  legal  questions; 

preparing  or  reviewing  rules  and  regulations; 

preparing  or  interpreting  contracts,  mortgages,  leases, 
deeds,  and  other  documents; 

preparing  briefs  and  representing  the  Department  in 
judicial  proceedings  and  litigation; 

representing  departmental  agencies  in  nonlitigation  debt 
collection  programs ; 

processing  applications  for  patents  for  inventions  by  the 
Department ' s  employees ; 

representing  departmental  agencies  in  state  water  rights 
ad j  udications ; 

considering  and  determining  claims  by  and  against  the 
United  States  arising  out  of  the  Department's  activities; 

representing  the  Department  in  formal  administrative 
proceedings ; 

assisting  the  Department  of  Justice  (DOJ)  in  the  preparation 
and  trial  of  cases  involving  the  Department;  and 

representing  the  Secretary  of  Agriculture  and  the 
Commodity  Credit  Corporation  before  the  Interstate 
Commerce  Commission,  the  Federal  Maritime  Commission, 
and  the  International  Trade  Commission. 

Highlights  of  OGC's  Fiscal  Year  (FY)  1993  operations  are  described 
below: 

Selected  Examples  of  Recent  Progress: 

ADMINISTRATION  AND  RESOURCE  MANAGEMENT 

The  Office  of  the  General  Counsel  (OGC)  has  implemented  its  much 
needed  ADP  replacement  program  in  which  we  replaced  antiquated  286- 
based  computer  technology  with  4 86 -based  computers.   In  addition, 
we  purchased  the  system  software  to  facilitate  extending  our 
current  Electronic  Mail  capability  agency  wide. 
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REGULATORY  AND  MARKETING 

Meat  and  Poultry  Inspection  Acts:   Approximately  172  criminal 
cases,  civil  injunction  cases,  civil  seizure  cases  and  claims 
collection  cases  were  referred  to  DOJ  or  otherwise  handled  or 
disposed  of  with  numerous  successful  criminal  prosecutions.   One 
of  the  most  significant  of  those  cases  involved  an  OIG 
investigation  of  clandestine  slaughtering  activities  at  Coast 
Sausage  Packing  Company,  a  meat  packing  establishment  in  Oakland, 
California.   The  investigation  resulted  in  a  raid  and  retention 
of  adulterated  and  uninspected  products.   OGC  has  greatly 
assisted  the  DOJ  with  respect  to  the  criminal  prosecution  and 
civil  seizure  and  condemnation  actions  resulting  from  that 
investigation.   In  addition,  23  administrative  proceedings 
involving  the  withdrawal,  suspension,  or  denial  of  Federal  meat 
and  poultry  products  inspection  were  litigated.   One  of  the  most 
significant  of  those  cases  concerned  an  action  to  withdraw 
inspection  services  from  Hubert  H.  Smith  Packing  Company,  a  meat 
packing  establishment  in  Muskegon,  Michigan.   The  action  was 
based  on  the  Federal  conviction  of  Louis  V.  Smith,  a  corporate 
owner  and  officer,  for  distributing  adulterated  and  misbranded 
meat  products.   Following  an  oral  hearing,  the  Administrative  Law 
Judge  issued  a  decision  withdrawing  inspection  unless  Louis  V. 
Smith  was  operationally  and  financially  divested  from  the  firm. 
The  Judicial  Officer  sustained  the  Administrative  Law  Judge's 
decision  on  appeal . 

OGC  also  assisted  in  defending  the  Secretary  and  other  officials 
of  the -Department  in  10  civil  court  actions.   One  of  the  most 
significant  of  those  cases  involves  a  lawsuit  in  the  United 
States  District  Court  for  the  Western  District  of  Texas  filed  by 
the  Texas  Food  Industry  Association,  the  National -American 
Wholesale  Grocers'  Association,  the  International  Foodservice 
Distributors  Association,  and  the  National  Grocers  Association 
against  USDA.   The  plaintiffs  challenged  USDA's  issuance  of  an 
interim  rule  and  a  final  rule  which  required  that  all  raw  and 
partially  cooked  meat  and  poultry  products  bear  safe  handling 
labeling  in  order  to  protect  consumers  from  food  poisoning. 
Plaintiffs  alleged  that  the  interim  rule  and  the  final  rule, 
which  made  significant  changes  in  the  regulations  as  the  result 
of  public  comments,  violated  the  Administrative  Procedure  Act 
because  USDA  failed  to  establish  good  cause  to  circumvent  the 
prior  notice  and  comment  requirements,  and  that  the  effective 
date  of  the  rule  was  arbitrary  and  capricious.   The  court  found 
that  there  was  no  emergency  justifying  the  interim  rule,  and 
granted  plaintiffs'  motion  for  a  preliminary  injunction;  the 
Court  of  Appeals  declined  to  stay  the  preliminary  injunction 
pending  appeal .   Because  of  the  delay  inherent  in  further 
litigation,  USDA  has  published  new  proposed  regulations  providing 
for  a  45-day  public  comment  period.   Another  significant  case 
involved  a  lawsuit  in  the  United  States  District  Court  for  the 
District  of  Columbia  filed  by  Bob  Evans  Farms  and  two  other  meat 
packers  against  USDA.   The  plaintiffs  sought  an  order  requiring 
USDA  to  finalize  a  1988  proposed  rule  to  amend  the  regulations  to 
allow  products  containing  mechanically  separated  (species)  to  be 
labeled  in  the  ingredient  statement  as  meat  (e.g.,  beef  or  pork) 
in  certain  circumstances.   As  alternative  relief,  the  plaintiffs 
wanted  poultry  products  containing  mechanically  deboned  poultry 
to  bear  the  label  designation  "mechanically  separated"  for  that 
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ingredient .   The  court  dismissed  the  case  last  spring  after  OSDA 
withdrew  the  proposed  rule  pertaining  to  the  meat  regulations, 
and  issued  an  advance  notice  of  proposed  rulemaking  pertaining  to 
the  labeling  of  mechanically  deboned  poultry.   The  plaintiffs 
subsequently  reopened  the  case,  but  the  Court  ordered  the 
reopened  case  dismissed,  and  requested  that  USDA  make  a  decision 
on  this  issue  by  the  end  of  next  February. 

OGC  rendered  1090  oral  opinions  and  handled  759  pieces  of 
correspondence.   OGC  also  reviewed,  revised,  drafted,  and  cleared 
approximately  74  notices  of  proposed  rulemaking  or  final 
rulemaking  dockets,  and  drafted  or  reviewed  56  bills  and  reports 
concerning  amendments  to  the  Acts.   In  this  regard,  OGC  provided 
substantial  legal  services  in  connection  with  the  development  and 
implementation  of  a  USDA  pathogen  reduction  program  to  reduce  the 
likelihood  of  future  outbreaks  of  foodborne  illness  caused  by 
E.coli  and  other  pathogens  in  meat  and  poultry.   Additionally, 
several  proposed  and  final  rulemaking  dockets  involving  nutrition 
labeling  of  meat  and  poultry  products,  including  those  concerning 
nutrition  labeling  health  claims,  placement  of  nutrition  labeling 
information  on  packaged  products  and  various  technical 
amendments,  were  reviewed  and  cleared.   OGC  also  provided 
substantial  legal  services  with  respect  to  food  safety 
legislation  concerning  pesticides  and  pesticide  residues  in  food, 
the  implementation  of  NAFTA  with  respect  to  meat  and  poultry 
products,  proposed  regulations  concerning  mandatory  HACCP 
programs,  and  proposed  regulations  concerning  the  prior  labeling 
approval  system. 

Agricultural  Marketing  Act  of  1946:   OGC  handled  four  criminal 
and  civil  court  cases.  Additionally,  OGC  reviewed  and  cleared  10 
notices  of  proposed  rulemaking  or  final  rulemaking  dockets, 
rendered  20  oral  opinions  and  handled  16  pieces  of 
correspondence . 

Animal  and  Plant  Quarantine  and  related  laws  and  Animal  Damage 
Control :   OGC  reviewed  for  legal  sufficiency,  drafted  or 
redrafted  and  cleared  about  276  notices  of  proposed  rulemaking  or 
final  rulemaking  dockets,  and  legal  notices  for  publication  in 
the  Federal  Register.   OGC  provided  substantial  legal  assistance 
regarding  such  dockets,  including  genetically  engineered  plants; 
importation  of  potatoes  from  Canada;  APHIS  user  fees;  importation 
of  cattle  from  Canada;  Salmonella  enteritidis  in  poultry  and 
eggs;  importation  of  animal  semen;  importation  of  logs  and  other 
wood  products;  importation  of  plants  in  growing  media; 
importation  of  ratites  and  ratite  hatching  eggs;  post  entry 
quarantine  for  plants;  importation  of  various  fruits  and 
vegetables  from  certain  countries;  NEPA  procedures;  procedures 
for  importation  of  animals  through  the  Harry  S  Truman  Animal 
Import  Center;  importation  of  cattle  from  Mexico;  use  of  direct 
final  rules;  and  importation  of  fetal  bovine  serum. 

Approximately  138  criminal  cases,  civil  cases  and  claims 
collection  cases  were  referred  to  the  DOJ  or  otherwise  handled  or 
disposed.   OGC  also  provided  substantial  assistance  in  handling 
about  20  civil  court  actions  which  included  defending  the 
Secretary  and  other  officials  of  the  Department .   One  of  the 
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cases  involved  a  suit  by  Rose  Acre  Farms,  Inc.,  in  the  U.S.  Court 
of  Claims  for  about  $17.5  million  for  alleged  unconstitutional 
taking  of  property  without  compensation  arising  out  of  certain 
restrictions  on  the  sale  of  eggs  and  the  destruction  of  chickens 
by  APHIS  under  its  Salmonella  enteritidis  regulations.   An  answer 
denying  the  claim  has  been  filed,  and  the  parties  are  engaged  in 
discovery.   Extensive  legal  services  were  also  provided  by  OGC 
with  regard  to  numerous  claims  and  bankruptcy  cases  involving  the 
collection  of  APHIS  user  fees .   Many  hundreds  of  pages  of  plans 
and  other  documents  were  reviewed  and  claims  and  responses  in 
many  of  the  cases  were  prepared  and  filed.   In  several  bankruptcy 
cases  involving  airlines,  innovative  theories  and  positions  were 
advanced  resulting  in  the  collection  of  over  $3.1  million  from 
the  airlines. 

OGC  attorneys  also  handled  approximately  488  administrative  cases 
under  the  animal  and  plant  quarantine  and  related  laws  during  the 
fiscal  year.   Most  of  these  cases  sought  the  assessment  of  civil 
penalties,  and  OGC  obtained  approximately  181  decisions  in  civil 
penalty  cases,  assessing  about  $195,000.   OGC  reviewed  over  550 
pieces  of  correspondence  and  other  documents,  and  rendered 
approximately  1970  oral  legal  opinions.   Further,  OGC  reviewed 
and/or  drafted  or  redrafted  and  cleared  35  pieces  of  legislation 
and  legislative  reports. 

Marketing  Agreements  and  Orders:   OGC  attorneys  devoted 
substantial  legal  resources  to  the  milk  and  fruit  and  vegetable 
marketing  order  programs.   There  are  more  than  80  fruit  and 
vegetable  orders  in  effect.   OGC  attorneys  reviewed  and  approved 
almost  250  rulemaking  dockets,  as  well  as  many  other  documents 
relating  to  these  orders.   OGC  also  provided  daily  legal  advice 
to  client  agencies  in  connection  with  a  wide  variety  of  matters 
arising  under  both  the  fruit  and  vegetable,  and  milk  marketing 
order  programs.   OGC  participates  in  all  formal  rulemaking 
proceedings  as  Department  counsel.   Several  significant  formal 
rulemaking  hearings  were  conducted  during  the  fiscal  year 
concerning  milk  marketing  orders.   OGC  attorneys  represented 
the  Department  at  these  hearings  and  provided  guidance  in 
the  evaluation  of  the  recording  and  preparation  of  Departmental 
decisions.   The  issues  involved  in  these  milk  hearings  included 
implementing  multiple  component  pricing  in  several  orders, 
alternative  methods  of  exempting  producer-handlers,  and  the 
establishment  of  a  Class  III-A  pricing  formula  in  most  marketing 
orders . 

Substantial  legal  resources  were  also  devoted  to  civil  and 
administrative  actions  arising  under  the  marketing  order 
programs.   These  actions  included  civil  forfeitures,  injunctive 
actions,  bankruptcy  matters,  and  challenges  to  the  legality  of  a 
variety  of  marketing  order  provisions.   Important  federal  court 
decisions  in  the  past  year  upheld  the  Secretary' s  discretion  in 
setting  the  scope  of  rulemaking  proceedings  and  his  authority 
to  terminate  milk  marketing  orders. 

Research  and  Promotion  Programs:   OGC  provided  substantial  legal 
services  to  research  and  promotion  programs  administered  by  USDA 
under  free-standing  legislation.   These  include  the  programs  for 
dairy  products,  fluid  milk,  cotton,  eggs,  potatoes,  honey, 
watermelons,  beef,  pork,  soybeans,  mushrooms,  limes,  pecans, 


890 


wool  and  mohair.   During  the  fiscal  year  OGC  assisted  in  the 
preparation  and  issuance  of  a  final  order  for  mushrooms,  a 
proposed  order  for  fluid  milk  and  implementing  regulations  for 
most  of  the  orders.   In  the  litigation  arena,  OGC,  working  with 
the  Department  of  Justice,  successfully  defended  against  an 
injunctive  action  brought  to  prohibit  cooperatives  from  voting 
in  the  producer  referendum  for  the  continuation  of  the  dairy 
promotion  order. 

Animal  Welfare  and  Horse  Protection  Acts:   OGC  expended 
substantial  resources  in  connection  with  the  Animal  Welfare 
and  Horse  Protection  Act  Programs.   OGC  attorneys  serve  as 
complainant's  counsel  in  administrative  enforcement  actions 
brought  under  these  two  statutes,  and  in  FY  1993,  OGC  initiated 
57  enforcement  cases.   OGC  represented  APHIS  as  trial  counsel  in 
16  oral  hearings  conducted  before  the  Department's  administrative 
law  judges  and  resolved  over  80  administrative  cases  through 
trials  on  the  merits,  by  negotiating  consent  decisions  with 
the  alleged  violators  or  by  other  means. 

Virus-Serum-Toxin  Act:   OGC  reviewed  and  provided  drafting 
assistance  to  APHIS  in  a  number  of  rulemaking  dockets  concerning 
veterinary  biologies  during  FY  1993 .   The  dockets  reviewed  and 
approved  by  OGC  included  regulations  implementing  new  testing  and 
approval  procedures  for  biologies,  regulations  governing  blood 
and  blood  products,  and  rules  specifying  requirements  applicable 
to  the  repackaging  and  labeling  of  individual  dose  biologies.   In 
addition,  substantial  legal  resources  were  devoted  to  litigation 
under  the  Virus -Serum -Toxin  Act.   OGC  assisted  Department  of 
Justice  lawyers  in  an  appeal  action  concerning  USDA's 
interpretation  of  the  term  "ship"  under  the  Act.   In  that 
case,  the  federal  district  court  upheld  the  Department's 
interpretation  of  the  term  "ship".   The  Eighth  Circuit  Court  of 
Appeals  recently  affirmed  the  district  court's  decision. 

Grain  Standards  Act:   OGC  provided  legal  services  to  FGIS  in 
connection  with  the  agency's  administration  and  enforcement  of 
the  United  States  Grain  Standards  Act.   OGC  reviewed  a  variety 
of  rulemaking  and  other  documents  for  publication  in  the  Federal 
Register  including  a  rule  revising  the  regulations  concerning 
the  certification  of  additive-treated  grain  and  a  proposed  rule 
prohibiting  the  application  of  water  to  grain.   OGC  also  provided 
substantial  drafting  and  review  services  for  FGIS's 
reauthorization  legislation. 

Perishable  Agricultural  Commodities  Act:   During  FY  1993,  388 
PACA  reparation  cases  were  referred  to  OGC  for  decision,  and  OGC 
staff  rendered  389  opinions  concerning  contract  disputes  between 
members  of  the  perishable  agricultural  commodities  industry.   In 
addition,  OGC  received  69  new  administrative  enforcement  cases, 
11  civil  cases  and  14  "responsibly  connected"  referrals.   Fifty- 
six  administrative  enforcement  cases  and  10  court  cases  were 
initiated  during  the  fiscal  year. 

Packers  and  Stockyards  Act :   During  FY  1993,  OGC  was  involved  in 
82  administrative  enforcements,  the  initiation  of  32  court 
actions  and  the  decision  of  13  reparation  cases.   The  office  was 
also  involved  in  14  statutory  trust  matters.   Pursuant  to  section 
1324  of  the  Food  Security  Act  of  1985,  6  applications  regarding 
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state  central  filing  systems  were  received.   OGC  collected 
$243,000  in  civil  penalties  in  connection  with  its  administrative 
enforcement  actions.   Ninety-one  requests  for  administrative 
enforcement  actions,  22  requests  for  civil  court  actions,  8 
requests  for  criminal  action,  and  20  reparation  cases  were 
received  during  the  fiscal  year. 

INTERNATIONAL  AFFAIRS.  COMMODITY  PROGRAMS. 
AND  FOOD  ASSISTANCE  PROGRAMS 

Commodity  Credit  Corporation  (CCC)  and  Agricultural  Stabilization 
and  Conservation  Service  (ASCS) :   OGC  provided  a  significant 
amount  of  assistance  in  drafting  the  Administration's  1993  budget 
reconciliation  proposals.   Subsequent  to  approval  of  the  Omnibus 
Budget  Reconciliation  Act  of  1993,  OGC  reviewed  and  assisted  in 
the  drafting  of  regulations  used  to  administer  ASCS  and  CCC 
programs  affected  by  these  amendments.   OGC  continued  to  provide 
legal  advice  in  connection  with  the  administration  of  commodity 
price  support  and  production  adjustment  programs  authorized  by 
the  Agricultural  Adjustment  Act  of  1938,  the  CCC  Charter  Act,  and 
the  Agricultural  Act  of  1949.   Increased  utilization  of  OGC 
resources  was  also  required  because  of  hazardous  waste  clean-up 
activities  at  former  CCC  grain  storage  sites.   Because  of  the 
midwest  floods  and  other  disasters,  a  significant  amount  of  legal 
assistance  was  also  provided  to  Department  officials  in 
connection  with  the  implementation  of  disaster  assistance 
programs.   Legal  services  were  also  required  in  connection  with 
various  conservation  programs.   In  addition,  substantial 
resources  were  devoted  to  litigation  involving  these  programs  as 
well  as  statutory  payment  limitation  provisions. 

CCC  litigation,  while  decreasing  in  quantity  due  to  the  downturn 
in  bankruptcy  and  credit  collection  cases,  has  substantially 
increased  in  complexity.   Plaintiffs'  attorneys  have  learned  to 
avoid  the  jurisdiction  of  the  United  States  Court  of  Federal 
Claims  by  requesting  judicial  review  under  the  Administrative 
Procedure  Act.   Since  the  plaintiffs  in  these  cases  do  not  demand 
a  dollar  amount,  the  total  dollar  value  of  litigation  is  reduced. 
However,  this  litigation  requires  extensive  legal  briefings  and 
substantially  more  involvement  by  OGC  than  an  ordinary  debt 
collection  case.   Complicated  litigation  presently  pending 
includes  actions  filed  challenging  the  Secretary's  imposition  of 
sugar  marketing  allotments.   OGC  attorneys,  furthermore,  continue 
with  the  complex  commercial  litigation  involving  an  action  to 
collect  under  CCC  export  credit  guarantees  held  by  the  Banca 
Nazionale  del  Lavoro. 

Federal  Crop  Insurance  Corporation  (FCIC) :   A  significant  amount 
of  time  has  been  spent  with  the  Secretary's  task  force  on 
improving  the  Federal  crop  insurance  program.   Legislation  has 
been  drafted  and  program  parameters  have  been  proposed  to  the 
Secretary  involving  a  complete  overhaul  of  the  Corporation.   OGC 
continues  to  review  program  regulations  and  contractual 
provisions  to  simplify  and  strengthen  all  aspects  of  the  program 
ranging  from  producer  participation  to  reinsurance  and  agency 
contractual  relationships.   Substantial  resources  have  been 
required  in  an  attempt  to  keep  the  program  uniform  across  state 
lines.   Implementation  of  the  new  actual  production  history  and 
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the  area  yield  plan  concepts  as  required  by  the  Food, 
Agriculture,  Conservation,  and  Trade  Act  of  1990  requires 
substantial  legal  resources. 

Foreign  Agricultural  Service  (FAS) ;   The  demand  for  legal 
services  provided  by  OGC  in  connection  with  international  trade 
has  increased  dramatically.   OGC  attorneys  have  been  directly  and 
extensively  involved  in  the  Uruguay  Round  of  multilateral  trade 
negotiations  conducted  under  the  auspices  of  the  General 
Agreement  on  Tariffs  and  Trade  (GATT) .   These  efforts  have 
involved  exhaustive  work  in  the  areas  of  market  access, 
disciplines  on  domestic  and  export  subsidies,  sanitary  and 
phytosanitary  measures,  the  development  of  a  new  multilateral 
trade  organization,  new  rules  for  the  resolution  of  international 
trade  disputes,  and  virtually  every  other  facet  of  trade 
involving  agriculture. 

Similarly,  OGC  attorneys  have  played  an  integral  role  in  the 
enactment  of  the  North  American  Free  Trade  Agreement  (NAFTA) 
Implementation  Act.   This  work  has  involved  drafting  implementing 
legislation,  drafting  provisions  of  the  statement  of 
administrative  action,  consultations  with  numerous  congressional 
staff  members,  coordination  and  consultation  with  other  affected 
and  interested  government  agencies,  and  identification  and 
facilitation  of  other  actions  necessary  to  implement  NAFTA. 

In  addition,  the  Department  in  the  past  year  has  much  more 
actively  considered  the  possibility  of  the  imposition  of  import 
restrictions  under  section  22  of  the  Agricultural  Adjustment  Act 
with  respect  to  certain  commodities.   The  time-consuming  task 
force  efforts  in  each  case  have  included  active  participation  of 
OGC  attorneys. 

OGC  attorneys  also  played  a  lead  role  in  the  re-scheduling  of  the 
debt  of  the  former  Soviet  Union,  a  particularly  important 
development  for  the  export  credit  guarantee  program. 

The  President's  initiative  to  provide  assistance  to  the  Russian 
Federation  led  to  OGC  drafting  a  series  of  bilateral  agreements 
providing  for  concessional  credit  sales  and  donations  of  a  wide 
variety  of  agricultural  commodities  to  Russia.   OGC  also 
participated  in  the  negotiations  with  representatives  of  the 
Russian  government.   The  value  of  this  assistance  to  Russia 
during  FY  1993  totalled  approximately  $700  million. 

Food  Assistance  Program:   During  FY  1993,  OGC  worked  closely  with 
program  agencies  in  the  development  of  the  Department's  efforts 
to  promote  the  delivery  of  nutrition  assistance  benefits  through 
electronic  benefit  transfer  systems.   OGC  also  worked  extensively 
on  several  significant  legislative  packages  including  the  Mickey 
Leland  Childhood  Hunger  Relief  Act  and  legislation  which 
authorized  the  waiver  of  the  statutory  cap  on  the  amount  of  funds 
which  may  be  reallocated  to  states  in  the  Special  Supplemental 
Food  Program  for  Women,  Infants  and  Children  (WIC) .   This 
permitted  the  reallocation  of  funds  to  states  most  in  need  and 
allowed  the  utilization  of  FY  1993  funds  which  could  not 
otherwise  have  been  obligated  in  that  year. 
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Review  of  regulations  was  again  a  priority  for  OGC;  OGC  cleared 
for  legal  sufficiency  31  regulations  concerning  domestic  food 
assistance  programs.   In  this  area,  OGC  played  a  key  role  in  the 
development  of  complex  new  regulations  for  Federal  solicitation 
and  selection,  on  behalf  of  groups  of  state  agencies,  for  the 
procurement  of  infant  formula  for  use  in  the  WIC  Program  and  a 
major  omnibus  rule  implementing  a  substantial  number  of  unrelated 
WIC  provisions  enacted  in  Pub.  L.  101-147. 

Litigation  involving  the  Department  with  respect  to  food 
assistance  programs  continues  to  be  a  significant  element  of  work 
(36  open  cases) .   There  were  18  new  court  challenges  to  the 
domestic  food  assistance  programs  filed  in  FY  1993 .   Among  other 
issues,  the  litigation  challenged  Food  Stamp  Program  rules 
related  to  disaster  relief  and  quality  control  claims.   Most 
significantly,  the  U.S.  Supreme  Court  held  that  the  Federal 
government  has  a  common  law  right  to  collect  prejudgment  interest 
on  a  debt  owed  by  a  state  agency  and  affirmed  the  statistical 
methodology  by  which  food  stamp  quality  control  claims  against 
state  agencies  are  calculated.   Also  related  to  food  stamp 
quality  control,  OGC  participated  in  the  negotiation  and 
settlement  of  63  quality  control  claims  against  25  state  agencies 
for  FY's  1986  through  1991.   The  state  agencies  agreed  to  invest 
approximately  $45  million  in  programs  designed  to  improve 
accuracy  of  benefit  delivery.   Litigation  also  challenged  the 
Department's  procedures  for  the  disqualification  of  sponsors 
found  to  have  been  seriously  deficient  in  their  operation  of  the 
Child  and  Adult  Care  Food  Program.   In  addition,  132 
retailer/wholesaler  enforcement  judicial  review  cases  were  filed 
during  FY  1993. 

OGC  attorneys  also  engaged  in  considerable  work  regarding  the 
Department's  disaster  relief  efforts  in  connection  with  the 
severe  floods  in  the  midwest . 

COMMUNITY  DEVELOPMENT  AMD  NATURAL  RESOURCES 

Farmers  Home  Administration  (FmHA) .  Rural  Development 
Administration  (RDA/  and  Rural  Electrification  Administration 
(REA)  Program.   During  FY  1993,  OGC  provided  legal  assistance  to 
FmHA  and  RDA  in  all  their  major  areas  of  activity.   These 
encompassed  Farmer  Program  Loans,  Single-  and  Multi-Family 
Housing  Loans,  Community  Program  Loans  and  Business  and  Industry 
Loans.   These  major  areas  of  activity  include  more  than  30 
statutorily- separate  loan  and  grant  programs.   The  Division  also 
provided  advice  with  respect  to  the  rural  development  programs  of 
REA.   The  Division  was  also  involved  in  answering  several 
requests  for  interpretation  of  the  Agricultural  Credit 
Improvement  Act  of  1992,  and  in  reviewing  many  of  the  regulations 
required  to  implement  this  statute.   The  Division's  advice 
concerned  both  proposed  and  recently  enacted  legislation, 
proposed  and  final  regulations,  directives  interpreting  and 
implementing  regulations,  litigation,  informal  advice,  and  a 
variety  of  legal  documents.   During  FY  1993,  the  Division  closed 
5,293  work  "items".   This  amounts  to  an  over  7  percent  increase 
over  the  work  "items"  closed  in  FY  1992.   Formally  tracked 
"items"  amounted  to  almost  40  percent  of  total  Division  workload. 
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Legislative  work  included  advice  to  FmHA,  and  working  with 
Congress  on  items  relating  to  Appropriations  Bills.   The  Division 
also  dealt  with  a  large  volume  of  correspondence,  including  some 
Congressional  inquiries.   The  Division  had  been  involved  in 
offering  guidance  to  various  administrative  officials  regarding 
various  aspects  of  the  Secretary's  temporary  suspension  of  farm 
foreclosures.   Regulatory  matters  included  reviewing  a  new 
certified  lender  program  for  guaranteed  farm  operating  loans  to 
implement  the  1992  Act.   Other  regulatory  matters  included 
revision  of  the  guaranteed  housing  regulations,  revisions  of 
various  farm  loan  servicing  regulations,  and  regulations 
establishing  an  REA  medical  link  program.   In  FY  1993  the 
Division  reviewed  245  separate  regulatory  proposals. 

The  Division  also  assisted  DOJ  in  defending  especially  important 
cases  involving  a  variety  of  claims  against  FmHA,  including  a 
number  of  issues  arising  from  the  implementation  of  the  Food, 
Agriculture,  Conservation,  and  Trade  Act  of  1990.   This  activity 
included  work  both  at  the  trial  court  and  the  appellate  levels. 
Informal  legal  advice  consisted  of  verbal  or  written  advice  to 
the  client  on  all  aspects  of  administrative  law  and  the  laws  and 
regulations  governing  the  making  of  loans  and  grants,  including 
the  complicated  arena  of  lender  liability  under  CERCLA.   Drafting 
work  included  drafting  various  loan  agreement,  guarantee  and 
security  forms,  as  well  as  legislative  proposals  to  be  included 
in  the  Department's  legislative  package.   The  Community 
Development  Division  anticipates  an  increase  in  its  workload  for 
the  future  as  more  and  more  delinquent  farm  loans  reach  the 
judicial  system  and  the  field  offices  require  our  guidance  on  how 
to  respond  to  issues  arising  out  of  both  the  Secretary' s 
temporary  suspension  of  farm  foreclosures  and  implementation  of 
recent  legislation  dealing  with  beginning  farmers. 

Rural  Electrification  and  Telephone  Programs:   During  FY  1993, 
substantial  legal  services  were  required  in  connection  with  the 
loan  and  grant  programs  of  the  Rural  Electrification 
Administration  (REA)  and  the  Rural  Telephone  Bank  (RTB) .   Most  of 
REA's  major  lending  programs  experienced  dramatic  increases  both 
in  the  aggregate  amount  of  lending  and  in  the  number  of 
transactions  requiring  loan  documentation. 

REA  approved  insured  loans  totalling  $1.2  billion,  almost  double 
the  FY  1992  total,  to  256  electric  borrowers  and  43  telephone 
borrowers.   REA  guarantees  of  Federal  Financing  Bank  (FFB)  loans 
totalled  approximately  $180  million  to  10  borrowers.   In  the 
telephone  loan  program,  the  Rural  Telephone  Bank  made  38  loans 
totalling  $175  million.   REA  approved  repricing  transactions 
totalling  approximately  $2.0  billion  to  38  electric  and  telephone 
borrowers  under  a  program  which  permits  borrowers  to  reprice  at 
current  Treasury  interest  rates  certain  REA  guaranteed  FFB  notes 
bearing  high  interest.   This  represents  more  than  three  times  the 
dollar  amount  and  number  of  repricing  transactions  completed  in 
FY  1992,  the  first  year  of  the  program. 

The  legal  services  required  in  connection  with  REA  and  RTB 
lending  programs  included  preparation  of  loan  contracts,  security 
instruments  and  related  legal  documents.   OGC  has  undertaken  the 
first  major  revision  of  the  security  instrument  used  in  the 
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electric  loan  program  in  over  20  years.   The  project  involves  not 
only  updating  many  provisions  of  security  instruments  but  also 
encompasses  fundamental  changes  in  the  nature  of  the  relationship 
between  REA  and  its  borrowers.   The  project  has  impacts  on  REA, 
its  borrowers,  private  lenders  and  other  groups. 

During  FY  1993,  Congress  considered  sweeping  amendments  to  the 
program.   The  Rural  Electrification  Loan  Restructuring  Act 
(RELRA) ,  P.L.  103-129,  enacted  in  November  1993,  significantly 
changed  the  structure  of  the  both  the  electric  and  telephone  loan 
programs .  Substantial  legal  services  were  required  in  the 
negotiation,  analysis  and  drafting  of  the  legislation  and 
legislative  reports  as  well  as  with  the  preliminary  drafting  and 
review  of  regulations,  scheduled  for  publication  in  December 
1993,  implementing  RELRA. 

OGC  has  drafted  and  reviewed  a  number  of  other  significant  REA 
regulations  during  FY  1992.   These  include  regulations  setting 
forth  for  the  first  time  REA  policy  regarding  lien  accommodations 
and  subordinations,  implementing  new  REA  programs  providing  for 
the  discounted  prepayment  of  electric  insured  loans  and  the 
refinancing  program  of  REA  guaranteed  FFB  loans,  revising  REA's 
software  licensing  requirements,  and  setting  forth  REA's  policy 
on  rural  development  investments . 

The  telephone  program  experienced  an  unprecedented  number  of 
acquisitions  as  several  regional  telephone  operating  companies 
have  undertaken  to  sell  or  otherwise  restructure  ownership  of 
their  less  urban  exchanges.   A  number  of  telephone  borrowers  are 
seeking  loans  or  lien  accommodations  to  purchase  and  improve 
service  in  these  exchanges .   Associated  legal  services  included 
the  review,  drafting  and  negotiation  of  transaction  documents. 

Legal  services  required  in  connection  with  financially-troubled 
REA  borrowers  continued  at  a  high  level  during  FY  1993.   During 
the  year,  nine  borrowers  with  debt  totalling  $6.7  billion  were 
either  in  workout  or  bankruptcy.   The  workouts  involved  a  range 
of  legal  issues  and  required  negotiations  with  borrowers, 
creditors,  state  regulatory  bodies  and  others  as  well  as 
litigation  in  a  variety  of  forums.   During  the  fiscal  year, 
agreements  were  reached  with  respect  to  restructuring  the  REA 
loans  of  four  borrowers  with  debt  totalling  approximately  $1.44 
billion. 

During  FY  1993,  OGC  was  required  to  provide  substantial  legal 
services  in  connection  with  territorial  disputes  involving  REA 
borrowers.   REA  was  a  party  to  several  cases  involving  attempts 
by  municipalities  to  condemn  those  portions  of  the  borrowers 
electric  systems  and  service  rights  that  are  most  profitable. 
Such  takings  threaten  to  frustrate  the  purpose  to  the 
Rural  Electrification  Act  and  REA,  with  OGC  advice  and 
assistance,  is  contesting  the  takings. 

Forest  Service  (FS)  Programs:   In  a  climate  of  growing  public 
concern  on  environmental  issues,  OGC  provided  significant  legal 
counsel  on  land  management  planning,  timber,  minerals,  wildlife, 
water,  land  status,  recreation,  grazing,  and  compliance  with 
federal  environmental  and  administrative  laws.  OGC  has  provided 
extensive  legal  services  in  connection  with  the  Forest  Service's 
implementation  of  ecosystem  management,  including  participation 
in  the  development  of  President  Clinton's  Forest  Plan  for  the 
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Pacific  Northwest,  the  PACFISH  initiative  for  the  conservation  of 
Pacific  Salmon,  and  other  undertakings. 

With  regard  to  timber,  OGC  provided  substantial  advice  in 
response  to  numerous  administrative  appeals  and  significant 
litigation  (70  pending  cases)  on  the  legality  of  decisions  to 
offer  individual  timber  sales  under  the  National  Environmental 
Policy  Act,  National  Forest  Management  Act,  Clean  Water  Act  and 
Endangered  Species  Act .   OGC  represented  or  assisted  the 
Department  of  Justice  in  representing  the  Forest  Service  in 
hundreds  of  cases  involving  timber  sale  purchasers  filed  in  the 
Agriculture  Board  of  Contract  Appeals,  U.S.  Claims  Court,  U.S. 
District  Courts,  and  U.S.  Appellate  Courts  and  in  approximately 
50  Forest  Service  debarment  and/or  suspension  proceedings. 
Specifically,  on  defaulted  timber  sales,  OGC  has  acted 
aggressively  as  recognized  in  an  October  1993  GAO  audit.   OGC 
continues  to  play  a  major  role  on  the  DOJ-OGC  Timber  Default  Team 
focused  on  resolving  over  60  lawsuits  seeking  over  $150,000,000 
in  damages  from  a  large  number  of  timber  sale  contracts  defaulted 
in  the  early  to  mid-1980' a.   The  OGC  team  has  provided  extensive 
assistance  with  strategy,  numerous  and  exhaustive  discovery  and 
deposition  requests  and  legal  briefs. 

OGC  also  represented  the  Forest  Service  before  the  Comptroller 
General  in  approximately  25  bid  protests  challenging  timber  sale 
offerings.  Extensive  advice  and  services  were  provided  on  issues 
involving  the  contractual  relationship  with  timber  sale 
purchasers.   These  issues  involve  the  Government's  financial 
security,  the  Small  Business  Timber  Set  Aside  Program,  contract 
administration,  including  modifications,  cancellations  and 
defaults,  timber  theft,  bid  rigging,  debt  collection,  and 
bankruptcy. 

OGC  also  continues  to  provide  assistance  to  the  Forest  Service  in 
referring  to  the  Department  of  the  Treasury  those  surety 
companies  who,  upon  a  purchaser's  default,  failed  to  pay  the 
penal  sums  of  the  bonds  and  requesting  that  their  certificates  of 
authority  to  do  business  with  the  government  be  revoked.   Escrow 
agreements  have  been  negotiated  with  5  surety  companies  for  the 
penal  sum  of  55  bonds  plus  interest  in  the  amount  of  $11,680,243. 
Important  legal  precedent  also  has  been  established  in  other 
defaulted  timber  sale  contract  cases,  which  has  resulted  in 
increased  ability  to  collect  damages  and  surety  bonds.   NRD  is 
also  assisting  the  Forest  Service  in  creating  a  new  performance 
bond  and  revised  payment  bond  and  blanket  payment  bond  forms  for 
use  with  the  timber  sale  contract .   The  proposed  bond  forms  and 
policy  will  be  published  in  the  Federal  Register  for  notice  and 
comment . 

OGC  continues  to  provide  counsel  on  the  Forest  Service's 
implementation  of  the  Forest  Resources  Conservation  and  Shortage 
Relief  Act  of  1990,  which  prohibits  the  export  of  unprocessed 
federal  timber  and  the  purchase  of  unprocessed  federal  timber  by 
a  person  who  exports  unprocessed  private  timber  in  the  western 
United  States.   OGC  has  assisted  the  Forest  Service  in  responding 
to  the  numerous  export  questions  that  arise  as  the  timber 
industry  adjusts  to  the  changing  timber  supply.   NRD  is  also 
working  with  the  Forest  Service  to  perform  a  thorough  review  of 
current  FSM/FSH  directives  and  to  develop  national  policy  and 
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regulations  regarding  use  and  removal  of  forest  products  from  the 
national  forests.  Legal  work  is  also  being  provided  on  the  legal 
restrictions  and  structure  of  an  experimental,  comprehensive  land 
stewardship  contract . 

In  the  area  of  recreation  special  uses,  OGC  has  provided 
assistance  on  various  programs  and  litigation  including  ski  area 
permits,  outfitter  and  guides  and  campground  permits.   With 
substantial  assistance  from  OGC,  the  Forest  Service  published 
proposed  regulations  in  May  governing  group  uses  and  distribution 
of  printed  material  in  the  National  Forest  System.   OGC  is 
currently  helping  the  Forest  Service  publish  a  final  rule  before 
the  beginning  of  the  next  field  season.   OGC  has  conducted  a 
comprehensive  review  of  all  legal  authorities  governing  the 
agency's  commercial  recreation  program.   OGC  has  presented  its 
findings  on  ways  to  restructure  the  program  in  order  to  minimize 
legal  risk  and  administrative  inconsistency. 

In  the  area  of  federal  minerals,  OGC  provided  extensive  legal 
services  in  connection  with  intricate  proposed  legislation  which 
would  reform  the  1872  Mining  Law,  the  statute  governing  the 
development  of  the  last  majority  of  mineral  deposits  on  federal 
lands.   As  part  of  these  services,  OGC  prepared  a  comprehensive 
analysis  of  the  bill  which  was  widely  used  by  both  the  Forest 
Service  and  the  Solicitor's  Office  of  the  Department  of  the 
Interior.   OGC  also  played  a  critical  role  in  an  intra- 
departmental  task  force  which  identified  weaknesses  in  the  bill, 
drafted  hundreds  of  amendments  to  remedy  these  problems  and 
otherwise  improve  the  legislation,  and  briefed  House  and  Senate 
staff  on  the  consequences  of  the  bill  and  the  proposed 
amendments.   OGC  also  provided  extensive  assistance  to  the  Forest 
Service  in  preparing  legislative  reports  and  related  documents 
concerning  the  mining  law  reform  bills.   Substantial  assistance 
was  also  provided  in  defending  important  mineral  litigation  and 
in  responding  to  requests  for  legal  advice  arising  from 
congressional  oversight  or  problems  encountered  in  administering 
the  disposal  of  minerals. 

Significant  efforts  are  underway  concerning  legal  issues 
associated  with  reserved  and  outstanding  mineral  rights  on 
acquired  lands.   A  major  test  case  is  being  appealed  to  the 
Eighth  Circuit  Court  of  Appeals  to  determine  the  rights  of  the 
Federal  Government  to  regulate  surface  impacts  of  outstanding 
mineral  rights.   In  Georgia,  the  Department  is  preparing 
litigation  under  the  Georgia  Dormant  Mineral  Rights  statute  to 
quiet  title  to  areas  of  clouded  mineral  titles  due  to  outstanding 
minerals. 

In  the  wildlife  area,  OGC  provided  substantial  advice  on  complex 
questions  concerning  the  Endangered  Species  Act  and  other 
wildlife  laws.  Significant  litigation  and  questions  arose  from 
the  national  debate  on  the  impact  of  national  forest  land 
management  on  the  protection  of  species  such  as  the  spotted  owl, 
the  red-cockaded  woodpecker,  the  Mount  Graham  red  squirrel,  the 
grizzly  bear,  pacific  salmon  and  the  marbled  murrelet.  Litigation 
has  also  begun  over  the  federal  agencies  responsibilities  for 
compliance  with  the  Endangered  Species  Act  and  other  federal 
environmental  laws  when  granting  access  across  National  Forest 
System  lands.  OGC  also  reviewed  Forest  Service  wildlife  manual 
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directives,  including  the  sensitive  species  program  and  animal 
damage  control  activities. 

A  major  initiative  of  this  Administration  is  to  reform  the  rules 
by  which  cattle  are  grazed  on  public  lands.   In  cooperation  with 
the  Forest  Service  and  the  Department  of  the  Interior,  OGC  is 
drafting  regulations  to  effect  grazing  reform  measures  on  100 
million  acres  of  National  Forest  lands.   Additionally,  OGC  is 
currently  defending  several  significant  cases  challenging  Forest 
Service  rights  to  regulate  grazing  rights. 

Concerning  Forest  Service  cooperative  forestry  problems,  OGC  is 
providing  assistance  implementing  regulations  for  the  Stewardship 
Incentive  Program,  including  representation  of  the  Department 
before  the  Internal  Revenue  Service  to  secure  favorable  tax 
treatment  for  benefits  under  that  program.   OGC  is  also  assisting 
with  cooperative  research  agreements  between  the  Forest  Service, 
state  and  private  organizations  and  foreign  governments. 

In  the  area  of  lands  and  associated  real  property  matters,  OGC 
continues  to  provide  assistance  to  the  Forest  Service  on  a 
variety  of  complicated  property  law  matters  including  takings 
under  the  5th  Amendment  to  the  Constitution,  issues  related  to 
rights  of  access  over  federal  land,  issues  related  to  rights  of 
mineral  owners  under  deeds  of  severance,  and  Indian  treaty 
rights.  OGC  provides  instructors  for  national  lands  training  and 
the  Legal  Education  Institute  of  the  Department  of  Justice. 
Water  rights  and  power  regulation  required  considerable 
additional  legal  services  in  adjudications  of  reserved  water 
rights,  including  Supreme  Court  review  of  the  Snake  River 
Adjudication,  and  coordination  of  Forest  Service  permit 
proceedings  with  licensing  proceedings  before  the  Federal  Energy 
Regulatory  Commission.   In  addition,  the  implementation  of  the 
Energy  Policy  Act  of  1992,  Pub.L.  102-486,  which  clarified  the 
authority  of  the  Forest  Service  to  regulate  hydropower  projects 
on  National  Forest  System  lands  and  to  be  reimbursed  for 
administrative  costs  associated  with  those  projects,  required 
significant  legal  review  and  drafting  services. 

Access  issues  have  been  very  important  in  the  last  fiscal  year. 
OGC  is  cooperating  with  the  Department  of  the  Interior  in  writing 
regulations  to  define  rights  granted  under  the  Mining  Law  of  1866 
(better  known  as  R.S.  2477) .   In  addition,  OGC  is  formulating 
administrative  and  litigative  options  for  assuring  continued 
public  access  to  the  National  Forests  over  traditional 
rights-of-way. 

Land  acquisitions  and  exchanges  continue  to  require  substantial 
legal  resources.  In  FY  1993,  the  Forest  Service  obligated  over 
$70  million  in  land  acquisition  funds  in  413  purchase  cases  for 
the  acquisition  of  116,000  acres  of  land.  Land  exchanges  totaled 
over  82,000  acres  valued  at  over  $61  million. 

During  FY  1993,  the  staff  of  the  Natural  Resources  Division 
provided  substantial  legal  advice  and  technical  assistance  to  the 
Forest  Service  on  the  wide  range  of  legislative  matters  in  which 
it  is  involved.   The  Legislative  Affairs  section,  within  the 
Natural  Resources  Division,  is  devoted  to  assisting  the  Forest 
Service  in  the  development  and  implementation  of  its  legislative 
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program.   Division  attorneys  work  closely  with  the  Forest  Service 
Legislative  Affairs  staff  to  anticipate  potential  legal  problems 
and  impacts  to  Forest  Service  programs  from  pending  legislation 
or  legislative  proposals.   The  Division  also  works  closely  with 
OGC's  Legislative  Division  to  ensure  that  Forest  Service 
legislative  documents  receive  expedited  OGC  and  Departmental 
clearance.   OGC  attorneys  assist  in  the  drafting  and  review  of 
proposed  legislative  reports  on  pending  legislation,  legislative 
proposals,  testimony,  and  drafting  services. 

Division  attorneys  reviewed  approximately  164  legislative  reports 
and  approximately  165  written  statements  of  Administration 
witnesses.   Division  attorneys  provided  legal  assistance  in 
matters  related  to  forest  health  and  biodiversity,  ecosystem 
management,  special  management  areas,  wilderness  legislation, 
wild  and  scenic  river  designations  (including  an  omnibus  state  of 
Washington  proposal  to  designate  49  rivers) ,  the  Department  of 
the  Interior  and  related  agencies  appropriations,  Native  American 
freedom  of  religion,  the  Navajo-Hopi  land  dispute,  numerous  land 
exchanges,  recreation  fees,  grazing  fees,  Clean  Water  Act 
reauthorization,  and  mining  law  reform.   Division  attorneys  also 
accompany  Forest  Service  personnel  to  meetings  with  other 
Departments  or  agencies  and  the  Office  of  Management  and  Budget, 
and  to  meetings  with  Congressional  members  and  staff,  and 
hearings  and  mark-ups  to  provide  legal  assistance  if  needed. 

OGC  provided  substantial  assistance  on  issues  relating  to  federal 
laws  such  as  hazardous  waste  regulation  and  cleanup.   For 
example,  OGC  provided  advice  to  the  Forest  Service  on  cost 
recovery  from  potentially  responsible  parties  in  hazardous  waste 
cases  involving  millions  of  dollars.   Legal  assistance  was  also 
provided  on  natural  resource  damage  issues  in  cases  where  the 
damages  also  involve  many  millions  of  dollars,  including  advice 
provided  on  the  Exxon  Valdez  matter.   OGC  attorneys  also  defended 
Forest  Service  interests  as  states  increased  their  enforcement 
efforts.   Finally,  OGC  has  provided  substantial  assistance  on 
regulatory  and  legislative  matters,  including  recent  Clean  Air 
Act  regulatory  issues,  as  well  as  Superfund  and  Clean  Water  Act 
reauthorization.   A  national  team  of  OGC  attorneys  established  in 
1991  to  assist  USDA  agencies  on  pollution  control  matters 
continues  to  experience  great  increases  in  the  demand  for  advice 
in  this  growing  area. 

OGC  provided  substantial  assistance  on  other  important  issues 
relating  to  federal  laws  such  as  Native  American  treaty  rights 
and  religious  freedom,  use  of  herbicides  and  pesticides,  and 
historic  and  archaeological  resource  protection.  In  connection 
with  the  development  of  important  regulations  and  policy 
statements,  OGC  provided  substantial  advice  on  compliance  with 
federal  administrative  laws  such  as  the  Administrative  Procedure 
Act,  the  Paperwork  Reduction  Act,  the  Freedom  of  Information  Act, 
the  Privacy  Act,  and  executive  orders  and  other  authorities 
governing  federal  decision  making.  Substantial  effort  also  was 
devoted  to  assisting  the  Forest  Service  in  development  and 
implementation  of  its  administrative  appeal  processes. 

Soil  Conservation  Service  (SCS)  Programs:   OGC  provided  legal 
counsel  on  range  management,  flood  control  and  water  resources 
projects,  and  natural  resource  protection;  advice  on  the 
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application  of  state  and  federal  statutes  to  programs  that  affect 
approximately  3,000  soil  and  water  conservation  districts;  the 
defense  of  lawsuits  brought  by  parties  challenging  agency 
activities  and  the  prosecution  of  claims  on  behalf  of  the  agency. 
OGC  increased  the  amount  of  instructional  services  provided  to 
SCS  staff  on  legal  issues  and  responsibilities,  focusing  on 
preventative  legal  assistance  to  the  agency.   Substantial  legal 
review  continues  to  be  provided  to  SCS  on  activities  related  to 
development  and  implementation  of  conservation  practices  that 
meet  the  federal  and  state  water  quality  requirements  under  the 
Clean  Water  Act .   OGC  was  instrumental  in  the  development  of 
strategies  and  actions  to  provide  assistance  to  farmers, 
landowners,  and  communities  affected  by  the  devastating  Midwest 
flooding  in  1993. 

There  continues  to  be  a  considerable  increase  in  OGC  services  to 
SCS  concerning  implementation  of  the  conservation  title  of  the 
Food  Security  Act  of  1965  as  amended  by  the  Food,  Agriculture, 
Conservation  and  Trade  Act  of  1990  (FACT  Act) .  FACT  assigns 
specific  responsibility  to  the  SCS  for  assuring  compliance  by 
agricultural  producers  with  the  conservation  compliance 
requirements,  and  the  sodbuster  and  swampbuster  proscriptions.  By 
December  31,  1994,  all  agricultural  producers  will  have  to  be  in 
full  compliance  or  risk  loss  of  USDA  subsidies  and  other 
benefits.  In  order  to  meet  the  statutory  deadline,  SCS  to  date 
has  completed  over  1.6  million  conservation  plans  with  at  least 
250,000  remaining  yet  to  be  done.  The  agency  has  made  1.63 
million  highly  erodible  land  determinations  with  2.8  million  more 
to  be  done.  The  agency  has  completed  764,000  wetland 
determinations  with  4.4  million  to  be  done  when  the  pending 
wetland  guidelines  are  released.   OGC  has  assisted  SCS  implement 
to  President's  Wetland  Conservation  Initiative  which  places 
additional  responsibilities  on  SCS,  including  development  of 
uniform  wetland  delineation  criteria  and  procedures. 

LEGISLATION.  LITIGATION.  AND  RESEARCH  AND  OPERATIONS 

Legislation:   During  FY  1993,  the  Legislative  Division 
coordinated  legal  review  of  796  legislative  reports  on  pending 
bills  and  legislation  proposed  by  the  Administration.   The 
Legislative  Division  also  coordinated  the  legal  review  of  the 
written  testimony  of  415  Administration  witnesses  before 
Congressional  Committees.   The  Division  staff  prepared  or 
assisted  in  the  preparation  of  drafts  of  bills  or  amendments  on 
request  for  the  Secretary,  Members  of  Congress,  Congressional 
Committees,  and  agencies  within  the  Department,  including  the 
Administration's  proposal  for  reorganization  of  the  Department  of 
Agriculture  (H.R.  3171);  the  Secretary's  proposals  to  safeguard 
the  nation's  meat  and  poultry  supply  from  farm  to  table;  the 
United  States  Grain  Standards  Act  Amendments  of  1993  (Public  Law 
103-156);  the  Rural  Electrification  Loan  Restructuring- Act  of 
1993  (Public  Law  103-129) ;  and  amendments  to  the  Food  Stamp  Act 
of  1977  to  ensure  adequate  access  to  retail  food  stores  by  food 
stamp  recipients  (H.R.  3436)  .   Technical  assistance  was  provided 
to  Congressional  Committees  and  USDA  legal  and  policy  officials 
in  the  drafting,  clearance,  and  consideration  by  the  Congress  of 
legislation  and  ancillary  legislative  materials  which  became  the 
agriculture  portions  of  the  Supplemental  Appropriations  Act  of 
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1993  (Public  Law  103-50) ;  the  Omnibus  Budget  Reconciliation  Act 
of  1993  (Public  Law  103-66) ;  and  the  Government  Reform  and 
Savings  Act  of  1993  (H.R.  3400) .   The  staff  also  coordinated 
legal  review  of  legislative  reports  and  Congressional  testimony 
relating  inter  alia  to  Mid-west  flood  relief;  negotiation  of  a 
North  American  Free  Trade  Agreement;  support  for  the  democracies 
emerging  from  the  former  Soviet  Union;  environmental  improvements 
at  the  U.S. -Mexico  border;  administration  of  the  disaster 
assistance  and  other  programs  under  the  Food,  Agriculture, 
Conservation  and  Trade  Act  of  1990;  reauthorization  of  the 
National  Aquaculture  Act  of  1980;  improvements  in  rural 
development  and  rural  electrification  programs;  numerous  issues 
affecting  management  of  National  Forest  System  lands,  including 
mineral  exploration  and  development,  wilderness,  and  wild  and 
scenic  rivers;  and  reduction  in  the  number  of  advisory  committees 
serving  the  Department. 

Litigation:   OGC  is  responsible  for  the  Department's  position  in 
cases  on  appeal .   Staff  attorneys  assigned  to  the  Litigation 
Division  draft  and  review  documents  concerning  cases  in  the 
United  States  Supreme  Court,  the  United  States  Courts  of  Appeals, 
and  State  appellate  tribunals.   These  attorneys  brief  and  argue 
certain  cases  in  the  federal  Circuit  Courts  of  Appeals  and  in 
State  appellate  courts.   During  FY  1993  Litigation  Division 
attorneys  were  assigned  full  responsibility  for  33  appellate 
cases,  and  they  obtained  favorable  results  in  13  of  the  cases  and 
unfavorable  results  in  none  of  the  cases.   The  other  20  appellate 
cases  are  awaiting  briefing  schedules,  are  fully  briefed  and 
argued,  or  are  waiting  to  be  scheduled  for  oral  argument  in  the 
near  future. 

The  appellate  cases  handled  by  the  Litigation  Division  attorneys 
increased  substantially  in  FY  1993,  and  involved  diverse  subjects 
and  difficult  factual  and  legal  complications.   The  following 
cases  illustrate  the  nature  of  the  important  issues  addressed  in 
the  appellate  litigation  handled  by  the  Division's  attorneys. 

Schmidt  v.  U.S.  Dept ,  of  Agriculture.   Paul  G.  and  Pauline  B. 
Schmidt  and  their  son  Paul  A.  operated  a  farm  in  Arkansas;  were 
indebted  to  Farmers  Home  Administration  (FmHA)  on  loans  secured 
by  their  dwelling,  farmland,  livestock  and  equipment;  and 
defaulted  on  their  loan  payments  to  FmHA.   In  response  to  FmHA's 
notice  of  intent  to  take  action  on  their  delinquencies,  the 
Schmidts  applied  for  primary  loan  servicing,  leaseback/buyback, 
and  homestead  protection.   The  agency  denied  primary  loan 
servicing  because  the  Schmidts  acted  in  bad  faith  by  selling 
livestock  without  FmHA's  permission,  denied  leaseback/buyback 
based  on  that  bad  faith,  and  denied  homestead  protection  on  the 
ground  that  the  Schmidts'  farming  operation  --  conducted  through 
a  Subchapter  S  corporation  --  failed  to  turn  any  profits  over  a 
six-year  period  of  time.   A  district  court  upheld  the  agency's 
decision.   On  appeal,  the  Eighth  Circuit  affirmed  in  part  and 
reversed  and  remanded  for  agency  reconsideration  in  part . 

In  the  appellate  litigation  the  Schmidts  did  not  dispute  the  fact 
that  they  were  ineligible  for  primary  loan  servicing  on  the 
ground  they  acted  in  bad  faith.   However,  they  vigorously 
challenged  the  agency's  conclusion  that  bad  faith  also  deprived 
them  of  leaseback/buyback  privileges,  and  maintained  they  were 
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entitled  to  homestead  rights .   The  Court  of  Appeals  deferred  to 
the  Secretary's  interpretation  of  the  regulation  governing  a 
leaseback/buyback  of  the  farm,  and  affirmed  the  leaseback/buyback 
denial.   Thereafter,  however,  the  Appeals  Court  held  that  the 
Secretary  had  to  recognize  the  Schmidts'  Subchapter  S 
corporation's  gross  farm  revenue  when  evaluating  their  homestead 
privileges,  and  remanded  to  the  district  court  with  instructions 
to  remand  to  the  Secretary  for  further  consideration  of  the 
application  for  homestead  protection.   The  controlling  statute 
makes  homestead  available  when  the  farmer  had  gross  farm  income 
comparable  to  similar  farms  in  the  area  and  60  percent  of  his 
gross  income  came  from  farming  in  at  least  two  of  six  years,  and 
the  Schmidts'  Subchapter  S  corporation  generated  gross  farm 
income  of  $800,000  in  1983  and  over  $1,000,000  in  1984. 

Tony  Hudler  v.  United  States  of  America  was  a  Perishable 
Agricultural  Commodities  Act  responsibly  connected  case  before 
the  Fifth  Circuit.   Hudler  was  found  to  be  responsibly  connected 
to  Green  Grove,  Inc.,  a  company  that  repeated  flagrant  violations 
of  the  PACA.   Hudler  signed  two  documents,  including  the  Green 
Grove  bankruptcy  petition,  as  president. 

Kinion  v.  United  States  of  America.   The  Kinions  were  delinquent 
farm  program  borrowers  who  sought  a  net  recovery  value  buy-out 
from  FmHA.   After  an  initial  computation  of  the  buy-out  amount  by 
the  FmHA  County  Supervisor  and  before  the  buy-out  was  approved  by 
the  State  Director,  a  storm  destroyed  two  poultry  houses  that 
were  part  of  the  security  for  the  loans.   The  Kinions  sought  to 
pay  off  the  loans  for  the  original  buy-out  amount  and  keep  the 
$264,000  insurance  proceeds.   FmHA  regulations  require  the  State 
Director  to  approve  all  buy-outs.   The  Eighth  Circuit  upheld  the 
FmHA  position  and  held  that  State  Director  approval  of  a  net 
recovery  value  buy-out  was  necessary. 

In  United  States  of  America  v.  Ward.  985  F.2d  500  (10th  Cir. 
1993),  the  Tenth  Circuit  became  the  first  federal  court  of 
appeals  to  hold  that  foreclosure  actions  by  the  United  States  are 
not  subject  to  the  six-year  statute  of  limitations  found  in  28 
U.S.C.  §  2415(a).   The  Farmers  Home  Administration  had  brought  an 
action  to  foreclose  on  mortgages  securing  debt  that  arose  from 
FmHA  loans.   The  Tenth  Circuit  held  that  §  2415(a),  which  limits 
the  time  within  which  actions  for  "money  damages"  may  be  brought, 
did  not  apply.   The  Court  also  rejected  the  debtor's  argument 
that  a  state  statute,  under  which  a  lien  is  extinguished  if  the 
action  on  the  underlying  note  is  barred  by  limitations,  barred 
the  foreclosure  action. 

In  Faour  v.  United  States  Deot .  of  Agriculture,  the  Fifth  Circuit 
joined  the  Third  and  Eighth  Circuits  in  adopting  the  per  se 
standard  for  making  "responsibly  connected"  determinations  under 
the  Perishable  Agricultural  Commodities  Act,  rather  than  the 
rebuttable  presumption  standard  followed  in  the  District  of 
Columbia  Circuit.   The  Faour  Court  concluded  that  the  PACA's 
language  is  clear,  and  that  anyone  falling  within  any  of  three 
statutory  categories  (officer,  director,  greater  than  10  percent 
shareholder)  is  automatically  responsibly  connected  to  a  PACA- 
violating  company. 
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In  addition  to  actually  litigating  a  significant  number  of 
important  appellate  cases.  Litigation  Division  attorneys  reviewed 
and  made  contributions  to  many  of  the  briefs  and  arguments  in 
other  significant  appellate  cases  involving  the  Department  of 
Agriculture  but  handled  by  Justice  Department  attorneys.   To  cite 
but  three  examples,  Litigation  Division  attorneys  have  assisted 
in  the  Department  of  Justice's  preparations  to  present  the 
Government's  position  in  Graham  Cole  v.  USDA.  a  case  which 
addressed  the  validity  of  penalties  imposed  by  USDA  on  a  tobacco 
dealer  for  selling  tobacco  in  excess  of  his  quota.   Cole  argued 
in  district  court  that  he  should  not  be  liable  for  penalties 
unless  the  government  could  identify  the  producer  of  the  tobacco 
who  sold  it  to  the  dealer,  and  the  court  held  that  the  penalty 
was  a  "producer  penalty"  and  not  assessable  against  Cole.   The 
appeal  is  pending  in  the  11th  Circuit. 

Simons,  d/b/a  Frank  Simons  Dairy  v.  U.S.   Simons  was  found  to  be 
ineligible  to  receive  benefits  under  the  Dairy  Termination 
Program  because  he  violated  the  branding  requirements,  had  not 
fully  accounted  for  all  cows  in  his  herd,  and  maintained  an 
interest  in  dairy  production  facilities  within  five  years  of 
having  entered  the  program.   He  appealed  the  Court  of  Federal 
Claims'  grant  of  summary  judgment  in  favor  of  the  government. 
The  government  response  to  the  appeal  in  the  Federal  Circuit 
argued  that:  1)  the  factual  determinations  and  legal  conclusions 
of  the  USDA  officials  were  precluded  by  statute  from  judicial 
review;  and  2)  in  the  alternative,  if  judicial  review  was 
available,  the  determination  of  the  Simons'  ineligibility  was  not 
arbitrary  and  capricious. 

United  States  of  America  v.  Dos  Cabezas  Corp..  The  Ninth  Circuit 
held  that  foreclosure  actions  by  the  United  States  are  not 
governed  by  the  six-year  statute  of  limitations  in  28  U.S.C. 
§  2415(a),  but  the  same  is  not  true  for  deficiency  judgment 
actions.   The  case  involved  FmHA  installment  loans  evidenced  by 
several  promissory  notes  and  secured  by  deeds  of  trust .   The 
borrowers  defaulted,  and  FmHA  accelerated  the  entire  indebtedness 
and  demanded  immediate  payment .   When  payment  was  not  made ,  the 
government  brought  suit  to  foreclose  on  the  deeds  of  trust,  and 
for  a  deficiency  judgment  in  the  event  foreclosure  did  not 
satisfy  the  entire  debt.   However,  the  Court  rejected  the 
government's  argument  that  the  deficiency  judgment  action  was  "an 
incident  of  foreclosure"  and  thus  immune  to  limitations.   Rather, 
the  Court  held  that  a  deficiency  judgment  action  is  "an  action 
for  money  damages  founded  upon  a  contract,"  and  thus  governed  by 
28  U.S.C.  §  2415(a) . 

Litigation  Division  attorneys  also  made  important  contributions 
to  several  other  briefs  filed  by  the  Justice  Department  on  behalf 
of  the  Secretary,  and  they  will  participate  in  the  moot  court 
preparations  for  the  oral  arguments. 

Finally,  but  certainly  of  equal  importance,  OGC's  appellate 
lawyers  prepared  the  Department  of  Agriculture's  recommendations 
to  the  Solicitor  General  on  whether  to  appeal  81  adverse 
decisions  of  various  trial  courts  during  FY  1993 .   In  sum, 
Litigation  Division  attorneys  were  responsible  for  a  total  of  114 
appellate  cases  during  the  past  fiscal  year.   The  number  of 
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FY  1993  appellate  recommendations  were  comparable  to  the  previous 
fiscal  year.  The  appellate  workload  increased  appreciably  due  to 
the  added  cases  handled  directly  by  Division  attorneys,  however. 

Research  and  Operations:   During  FY  1993,  OGC  received  204  new 
administrative  claims  filed  under  the  Federal  Tort  Claims  Act 
(FTCA)  and  172  claims  were  open  at  the  end  of  FY  1993. 
Currently,  147  FTCA  cases  are  in  litigation.   At  the  end  of 
FY  1993,  there  were  approximately  78  cases  in  litigation  or 
administrative  proceedings  with  "civil  rights"  implications 
relating  to  the  Department's  personnel  policy,  grant  programs, 
and  direct  assistance  programs. 

OGC  attorneys  provided  representation  for  agencies  of  the 
Department  in  several  appeals  by  Departmental  employees  of 
adverse  actions  before  the  Merit  Systems  Protection  Board. 
Further,  OGC  attorneys  provided  representation  for  agencies  of 
the  Department  in  several  administrative  complaints,  both 
individual  and  class,  of  employment  discrimination  by 
Departmental  employees  before  the  Equal  Employment  Opportunity 
Commission.   Additionally,  OGC  attorneys  rendered  advisory 
opinions  and  reviewed  proposed  Departmental  regulations  as  to 
enforcement  of  various  civil  rights  statutes  prohibiting 
discrimination  in  programs  receiving  Federal  financial  assistance 
from  the  Department .   Legal  services  were  also  rendered  in  the 
areas  of  conflict  of  interest  and  conduct  proscribed  by 
regulations  issued  pursuant  to  executive  order;  budget  and  fiscal 
matters;  property  management;  advisory  committee  activities; 
internal  reorganizations  of  the  Department;  and  similar  matters. 

OGC  was  involved  in  training  USDA  employees  with  regard  to  the 
Office  of  Government  Ethics,  revised  Standards  of  Ethical  Conduct 
for  Employees  of  the  Executive  Branch  (5  C.F.R.  Part  2635) , 
Financial  Disclosure  (5  C.F.R.  Parts  735,  2633,  and  2634)  .   It 
also  assisted  the  Office  of  Personnel  in  efforts  to  revise  the 
Departmental  employee  conduct  regulations  (7  C.F.R.  Part  0)  in 
conjunction  with  the  implementation  of  OGE's  government -wide 
standards  of  ethical  conduct .   Continuing  efforts  also  were  made 
to  collect  more  efficiently  money  owed  to  the  Department.   OGC 
also  was  involved  in  litigation  involving  offsets  taken  against 
timber  purchasers  under  the  Debt  Collection  Act  and  concerning 
whether  the  provisions  of  that  Act  apply  to  offsets  involving 
separate  contracts. 

OGC  continued  to  counsel  the  science  and  education  agencies  of 
the  Department  regarding  legal  issues  arising  from  the 
administration  of  the  agricultural  research,  extension,  and 
teaching  programs.   During  FY  1993,  a  significant  portion  of 
these  issues  related  to  the  administration  of  the  research  title 
of  the  1990  FACT  Act.   Specifically,  legal  assistance  included 
review  of  the  final  rule  establishing  the  administrative 
provisions  for  the  Biotechnology  Risk  Assessment  Research  Grants 
Program;  review  of  the  final  rule  revising  the  administrative 
provisions  for  the  Rangeland  Research  Grants  Program;  review  of 
regulations  establishing  the  administrative  provisions  for  the 
Agricultural  Sciences  National  Needs  Graduate  Fellowship  Grants 
Program  and  the  Federal  Excess  Personal  Property  Loan  Program; 
review  of  implementing  documentation  and  agreements  to  make  fully 
operational  the  Alternative  Agricultural  Research  and 
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Commercialization  Center;  and  preparation  of  legal  opinions  on 
the  meaning  and  effect  of  various  provisions  of  the  FACT  Act  and' 
related  appropriations  issues. 

During  FY  1993,  the  Department  issued  over  17,000  contract 
actions  obligating  more  than  $3  billion  for  the  acquisition  of 
services,  supplies,  and  construction  to  support  agency 
operations.   OGC  provided  legal  advice  to  all  agencies  of  the 
Department  concerning  these  acquisitions.   This  assistance 
included  drafting  and  reviewing  regulations;  reviewing 
solicitation  documents;  handling  mistake-in-bid  and  protest 
matters;  providing  advice  in  pre-award  and  performance  issues; 
and  providing  the  assistance  necessary  to  assert  or  defend 
contract  claims.   OGC  continued  to  receive  an  increased  number  of 
requests  for  the  review  of  Agriculture  Property  Management 
Regulations  in  FY  1993  because  the  Department  is  revising  and 
updating  the  Agriculture  Property  Management  Regulations.   The 
number  of  requests  from  contracting  and  leasing  personnel 
involving  matters  of  bankruptcy  and  organizational  conflicts  of 
interest  involving  former  employees  of  the  Department  continued 
to  climb  in  FY  1993.   Staff  attorneys  in  Research  and  Operations 
were  responsible  for  14  of  the  136  cases  handled  by  the 
Agriculture  Board  of  Contract  Appeals.   The  remaining  cases  were 
the  responsibility  of  the  field  attorneys  or  attorneys  in  the 
Washington  office  supporting  CCC  program  activities.   In 
addition.  Research  and  Operations  attorneys  were  responsible  for 
19  acquisition-related  cases  in  litigation  in  the  Claims  Court 
and  Federal  District  Courts  pending  at  the  end  of  the  fiscal 
year.   Research  and  Operations  attorneys  also  were  assigned  to  75 
acquisition  review  teams  that  were  open  at  the  conclusion  of 
FY  1993.   The  acquisition  review  teams  are  responsible  for 
monitoring  and  approving  the  acquisitions  of  ADPE  and  related 
support  services  within  the  Department .   There  also  were  a 
significant  number  of  requests  for  opinions  relating  to  the 
funding  of  cost -reimbursable  agreements,  intra-agency  transfers, 
service  contracts,  particularly  with  regard  to  indefinite 
quantity  acquisitions  and  acquisitions  for  studies.   In  addition, 
matters  relating  to  procurement  and  nonprocurement  debarment  and 
suspension  received  considerable  attention. 

During  FY  1993,  Research  and  Operations  attorneys  began  to  see 
increasing  demand  for  legal  resources  to  be  devoted  to  the  USDA 
Info  Share  program.   The  purpose  of  the  program  is  to  coordinate 
the  planning,  acquisition,  development,  implementation,  and 
management  of  information  resources  of  the  USDA  farm  service  and 
rural  development  agencies  to  serve  USDA  customers  better.   Info 
Share  includes  all  information  resources  requirements  for 
hardware,  software,  telecommunications,  and  support  services  of 
the  USDA  farm  service  and  rural  development  agencies.   The  goal 
is  that  by  FY  1998  agencies  will  share  common  data  and  provide 
data  electronically  to  their  customers.   Numerous  procurements 
are  required  to  accomplish  this  goal.   Consequently,  significant 
legal  resources  will  be  required  to  support  this  program  in  the 
areas  of  solicitation  review,  procurement  integrity,  conflict 
questions,  8(a)  contracting,  Freedom  of  Information  Act  (FOIA) , 
Privacy  Act  implications,  data  rights  and  intellectual  property, 
protest  litigation,  and  contract  administration  problems  on 
existing  contracts,  including  appeals.   Also,  during  FY  1993, 
substantial  time  was  devoted  to  legal  issues  arising  out  of 
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unauthorized  Forest  Service  exchanges  of  Federal  aircraft  with 
airt anker  contractors. 

During  FY  1993,  legal  services  were  rendered  with  respect  to  384 
FOIA  appeals.   Seventeen  FOIA  cases  were  in  litigation  at  the 
beginning  of  the  fiscal  year  and  2  new  cases  were  filed  against 
the  Department  in  FY  1993.   The  Division  also  rendered 
substantial  legal  services  in  connection  with  computer  matching 
programs  to  ferret  out  fraud,  waste,  and  abuse. 

Further,  legal  activities  were  performed  pursuant  to  Executive 
Order  No.  12068,  and  the  Solid  Waste  Disposal  Act,  as  amended  by 
the  Resource  Conservation  and  Recovery  Act,  on  behalf  of  the 
Agricultural  Research  Service  (ARS) .   Research  and  Operations 
attorneys  provided  representation  to  the  ARS  concerning 
compliance  with  environmental  laws  at  ARS  facilities.   Division 
attorneys  negotiated  compliance  agreements  with  the  United  States 
Environmental  Protection  Agency  and  State  environmental 
enforcement  agencies  pursuant  to  Executive  Order  No.  12088 
concerning  compliance  with  the  Resource  Conservation  and  Recovery 
Act,  the  Comprehensive  Environmental  Response,  Compensation,  and 
Liability  Act,  the  Clean  Water  Act,  and  State  environmental 
statutes. 

Under  the  direction  of  OGC,  applications  for  patents  were 
prepared  on  inventions  by  USDA  employees  and  contractors  with  the 
objective  of  obtaining  patent  protection  for  the  government. 
Eighty  new  inventions  were  reported  to  OGC  during  FY  1993. 
Eighty  patent  applications  were  prepared  and  submitted  to  the 
U.S.  Patent  Office  during  FY  1993.   Fifty-seven  patents  were 
obtained,  15  applications  were  abandoned,  and  14  cases  were 
otherwise  closed. 


REGIONAL  OFFICES 

OGC  currently  has  five  regional  and  seventeen  branch  offices 
which  provide  legal  services  to  numerous  USDA  agencies  with  field 
organizations,  such  as  the  Agricultural  Marketing  Service, 
Agricultural  Stabilization  and  Conservation  Service,  Farmers  Home 
Administration,  Food  and  Nutrition  Service,  Forest  Service  and 
Soil  Conservation  Service.   In  addition,  OGC  has  placed  several 
employees  with  client  agency  personnel  in  locations  where  OGC 
does  not  maintain  an  office,  in  order  to  provide  direct  legal 
services  where  needed. 

OGC's  field  offices  provide  legal  advice  and  services  on  all 
matters  within  the  scope  of  delegations  of  authority  vesting 
extensive  power  to  implement  programs  at  the  state  and  local 
level  in  agency  field  staff,  and  on  litigation  within  delegations 
by  the  Attorney  General  to  United  States  Attorneys.   Work  on  this 
litigation  is  completed  at  the  local  level,  without  involvement 
of  the  Washington  office  or  the  Department  of  Justice.   During 
FY  1993,  the  Department  had  40,859  cases  in  civil  litigation. 
Ninety-five  percent  were  the  responsibility  of  OGC's  22  field 
offices.   Compared  to  FY  1992,  we  had  a  substantial  decrease  in 
the  backlog  of  these  cases. 
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A  highly  successful  result  was  obtained  in  the  sensitive  species 
case  of  Southern  Timber  Purchasers  Council  v.  Alcock.   The  11th 
Circuit  Court  of  Appeals  held  that  timber  purchasers  lacked 
standing  to  challenge  the  Forest  Service's  reduction  of  timber 
harvest  levels  designed  to  protect  the  red  cockaded  woodpecker. 
A  major  litigation  victory  was  obtained  in  Harris  v.  United 
States,  which  held  that  FmHA  had  legal  authority  to  place 
wetlands  easements  on  inventory  property  subject  to 
leaseback/buyback  rights  by  the  former  borrower.   OGC  also  had 
successful  litigation  involving  access  to  National  Forests, 
grazing  allotment  regulations,  and  mining  claims. 

OGC  experienced  an  increase  in  litigation  workload  which 
emphasized  water  resources,  endangered  species,  land  use 
authorizations  and  access.   Specific  examples  of  litigation 
efforts  include  representing  the  USDA  in  Idaho  State  water  courts 
concerning  the  Snake  River  Water  Rights  Adjudication,  the 
establishment  and  implementation  of  eco-system  management  in  the 
Western  United  States,  resolving  endangered  species  issues 
involving  the  grizzly  bear,  gray  wolf,  chinook  salmon  and  Mexican 
spotted  owl . 

In  addition  to  work  on  civil  litigation,  legal  assistance  during 
the  year  included  work  on  cases  before  administrative  law  judges 
or  boards  including  legal  assistance  in  implementing  the 
provisions  of  the  Wetland  Reserve  and  Emergency  Wetlands  Reserve 
Programs,  centered  primarily  in  the  Midwestern  states;  providing 
representation  before  the  Equal  Employment  Opportunity  Commission 
and  Merit  System  Protection  Board  in  the  areas  of  contracts  and 
administrative  issues,  loan  making  and  servicing;  real  estate 
transactions;  violations  of  state  and  federal  criminal  laws 
including  participation  with  the  Forest  Service  in  a  Timber  Theft 
Task  Force  that  produced  several  indictments  and  a  significant 
conviction;  timber  sale  and  procurement  contracts; 
interpretations  of  state  laws  that  affect  federal  jurisdiction 
and  programs;  application  of  federal  regulations;  assuring  that 
local  policy  decisions  were  within  the  scope  of  delegated 
authorities  and  consistent  with  national  policies;  municipal 
financing  practices  required  to  meet  federal  laws  and 
regulations;  uses  of  national  forests  and  their  environmental 
consequences;  the  effect  of  state  laws  on  federal  lands;  pre- 
litigation  work  including  negotiations  and/or  settlements  that 
avoid  the  need  to  litigate;  and  the  direct  handling  of  7,602 
nonjudicial  foreclosure  cases,  a  decrease  of  536  below  FY  1992. 

OGC  provided  direct  assistance  in  support  of  the  team  that  is 
responsible  for  implementing  the  President's  program  for 
management  of  federal  lands  in  the  Pacific  Northwest  and 
participated  in  the  numerous  false  claim  and  civil  forfeiture 
actions  brought  against  navel  and  Valencia  orange  handlers  in  an 
effort  to  amend  the  navel  and  Valencia  orange  marketing  orders. 
With  the  Department  of  Justice,  OGC  is  working  on  efforts  to 
accomplish  a  global  settlement  of  that  litigation. 

Further  progress  was  made  throughout  the  fiscal  year  in 
strengthening  the  OGC  regional  structure  to  increase  the  ability 
of  the  office  to  operate  as  a  national  law  office.   This  has  been 
enhanced  through  information  exchange,  reports,  weekly  conference 
calls,  cross -servicing  of  cases  among  offices,  and  emphasis  on 
training  of  client  and  OGC  personnel.   These  efforts  will 
continue  in  the  future. 


Tuesday,  April  12,  1994. 
FOOD  SAFETY  AND  INSPECTION  SERVICE 
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PATRICIA  JENSEN,  ACTING  ASSISTANT  SECRETARY  FOR  MARKETING 
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TERRY  L.  MEDLEY,  J.D.,  ACTING  ADMINISTRATOR,  FOOD  SAFETY  AND 
INSPECTION  SERVICE 

WILLIAM  J.  HUDNALL,  ASSOCIATE  ADMINISTRATOR,  FOOD  SAFETY 
AND  INSPECTION  SERVICE 
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Opening  Remarks 

Mr.  Durbin.  Good  morning,  and  welcome  to  the  Subcommittee. 
We  will  hear  from  the  Food  Safety  and  Inspection  Service,  who  will 
testify  concerning  next  year's  budget.  We  have  with  us  this  morn- 
ing Patricia  Jensen,  Acting  Assistant  Secretary;  Terry  Medley,  Act- 
ing Administrator  for  FSIS;  William  Hudnall,  Associate  Adminis- 
trator; William  West,  Director  of  the  Budget  and  Finance  Division; 
and  their  friend,  Steve  Dewhurst. 

At  this  point,  I  would  like  to  invite  Ms.  Jensen  and  Mr.  Medley 
to  present  their  testimony. 

AGENCY  OVERVIEW 

Ms.  Jensen.  Thank  you,  Mr.  Chairman,  and  members  of  the 
committee.  I  am  pleased  to  appear  before  you  regarding  the  fiscal 
year  1995  budget  proposals  for  the  Food  Safety  and  Inspection 
Service,  FSIS. 

The  mission  of  FSIS  is  to  ensure  that  the  Nation's  meat  and 
poultry  supply  is  safe,  wholesome,  unadulterated,  properly 
packaged,  and  labeled.  Last  year,  Secretary  Espy  presented  to  this 
subcommittee  a  strategic  pathogen  reduction  plan  that  identified 
steps  in  the  production  and  distribution  system  where  corrective 
action  was  needed  to  improve  the  safety  of  our  meat  and  poultry 
supply. 

Since  then,  we  have  moved  to  implement  this  plan.  With  supple- 
mental funds  provided  in  1993,  we  added  200  inspectors  to  the 
work  force.  With  the  new  funds  provided  in  1994,  we  are  collecting 
data  on  the  prevalence  of  pathogens  in  the  meat  supply  from  farm 
to  table,  initiating  research  for  the  development  of  rapid  analytical 
tests  for  detecting  pathogens,  and  increasing  our  consumer  edu- 
cation efforts. 

We  also  have  many  other  initiatives  under  way  to  improve  the 
meat  and  poultry  system.  These  actions  include  the  zero  tolerance 
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policy  for  fecal  contamination;  development  of  hazard  analysis  and 
critical  control  point  systems,  HACCP;  consumer  education;  and  a 
series  of  1,000  unannounced  plant  reviews  throughout  the  nation. 

Recently,  we  published  a  final  rule  requiring  safe  food  handling 
labels  on  all  uncooked  meat  and  poultry  products.  The  rule  will 
take  effect  on  May  27th  for  products  such  as  raw  and  partially 
cooked  ground  meat  and  poultry,  and  July  6th  for  all  other  raw 
and  partially  cooked  meat  and  poultry  products.  We  believe  that  it 
is  essential  to  maintain  this  aggressive  approach  within  the  De- 
partment, which  includes  a  research,  inspection,  and  education 
component. 

With  me  today  is  Acting  Administrator,  Mr.  Terry  Medley.  He 
has  a  prepared  statement  for  the  record,  and  will  answer  questions 
regarding  the  budget  proposals  for  meat  and  poultry  inspection. 
Thank  you,  Mr.  Chairman. 

Mr.  Durbin.  Thank  you  very  much. 

Mr.  Medley. 

AGENCY  MISSION 

Mr.  Medley.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  and  members  of  the  subcommittee,  it  is  my  pleas- 
ure to  be  here  today  to  discuss  the  budget  of  the  Food  Safety  and 
Inspection  Service  for  fiscal  year  1995.  A  little  less  than  six  weeks 
ago  on  February  28,  1994,  I  was  appointed  as  the  interim  Acting 
Administrator  for  this  agency. 

In  addition  to  Mr.  Hudnall  and  Mr.  West,  I  also  have  the  Deputy 
Administrators  from  the  various  program  areas  to  assist  in  answer- 
ing your  questions. 

As  Ms.  Jensen  stated  earlier,  the  Agency's  mission  is  to  ensure 
that  the  Nation's  commercial  supply  of  meat  and  poultry  products 
is  safe,  wholesome,  and  correctly  labeled  and  packaged  as  required 
by  the  Federal  Meat  Inspection  Act  and  the  Poultry  Products  In- 
spection Act.  This  mission  is  performed  in  over  6,400  meat  and 
poultry  slaughtering  and  processing  plants  under  Federal  inspec- 
tion. 

In  fiscal  year  1993,  inspectors  examined  130  million  red  meat 
animals  and  seven  billion  birds.  In  addition,  over  2.6  billion  pounds 
of  meat  and  poultry  were  passed  for  entry  into  the  United  States. 
Our  inspectors  in  the  field  are  supported  by  the  laboratories  which 
test  for  various  residues,  product  composition,  and  other  items. 
During  fiscal  year  1993,  over  2.1  million  analyses  were  performed 
on  some  453,000  samples. 

MAJOR  INITIATIVES 

Mr.  Chairman,  I  would  like  to  briefly  mention  some  of  the  major 
initiatives  of  FSIS.  We  are  strengthening  our  program  through  the 
involvement  of  consumers,  public  health  officials,  educators,  sci- 
entists, managers,  in-plant  inspectors,  and  industry  in  the  policy 
development  process. 

During  the  past  year,  in  developing  the  pathogen  reduction  pro- 
gram, we  have  held  nationwide  public  hearings.  We  have  sought 
outside  comments  from  major  consumer  groups,  health  and  profes- 
sional organizations,  industry,  and  other  interested  organizations. 
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And  most  recently,  we  have  held  discussions  on  the  hazard  anal- 
ysis critical  control  point  or  HACCP  system  that  included  inter- 
ested parties  from  around  the  country.  Specifically,  33  participants 
including  representatives  of  the  regulated  industry;  consumer 
groups;  scientists;  producers;  farmers;  Federal,  State,  and  local  gov- 
ernments; as  well  as  members  of  the  public  were  invited  to  com- 
ment. 

PATHOGEN  REDUCTION  PROGRAM 

The  pathogen  reduction  program  is  our  most  extensive  program 
for  enhancing  the  inspection  system.  The  program  is  designed  to 
strengthen  public  health  protection  against  microbial  pathogens  in 
meat  and  poultry  products.  This  involves  a  great  deal  of  coordina- 
tion between  FSIS,  the  Centers  for  Disease  Control,  the  Food  and 
Drug  Administration,  and  other  USD  A  and  government  agencies, 
as  well  as  consumers,  industry,  and  professional  groups. 

HACCP  is  a  major  element  in  the  pathogen  reduction  program. 
Under  HACCP,  scientific  knowledge  is  used  to  identify  the  key 
steps  in  food  production  and  distribution  that  must  be  controlled  to 
ensure  safe  product. 

FSIS  recently  completed  here,  in  Washington,  a  round  table  dis- 
cussion on  issues  surrounding  the  implementation  of  mandatory 
HACCP,  prior  to  developing  our  HACCP  proposal.  The  main  goals 
were:  to  identify  issues  of  concern;  explore  areas  of  agreement  and 
disagreement;  and  identify  measures  that  will  facilitate  implement- 
ing a  preventative  system  of  production  control  in  federally  in- 
spected meat  and  poultry  establishments. 

It  is  the  Department's  goal  to  have  a  proposed  rule  completed 
within  six  months.  FSIS  believes  that  HACCP  will  assist  in  identi- 
fying microbial,  physical,  and  chemical  hazards  in  domestic,  as  well 
as  imported  meat  and  poultry. 

MICROBIAL  STUDY 

Now  the  agency  is  committed  to  enhance  microbial  control.  Re- 
cently, we  issued  a  report  on  the  steer/heifer  microbial  baseline 
study.  This  survey  or  study,  which  is  the  first  in  a  series  of  micro- 
bial baseline  studies,  will  profile  the  frequency  and  level  of  patho- 
genic bacteria  in  raw  meat  and  poultry  carcasses. 

A  similar  study  is  ongoing  on  cows  and  bulls,  a  major  source  of 
ground  beef.  A  microbial  baseline  study  for  poultry  began  in  Feb- 
ruary of  1994,  and  will  soon  be  followed  by  a  swine  survey. 

In  addition,  in  furtherance  of  these  goals  to  strengthen  consumer 
protection,  Secretary  Espy  has  personally  committed  the  Depart- 
ment to  the  development  of  rapid  tests  for  detection  of  microbial 
pathogens  on  meat  and  poultry.  Recently,  FSIS  published  a  Fed- 
eral Register  notice  outlining  the  desirable  performance  character- 
istics for  rapid  in-plant  testing  methods. 

We  have  also  published  a  notice  in  the  Commerce  Business  Daily 
requesting  information  on  new  technologies  that  may  be  applicable 
to  rapid  detection  of  low  numbers  of  micro-organisms  on  meat  and 
poultry. 

In  addition,  scientists  at  the  Agriculture  Research  Services  Meat 
and  Animal  Research  Center  in  Clay  Center,  Nebraska  are  adopt- 
ing an  adenosine  triphosphate  bioluminescence  assay  that  can  rap- 
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idly  and  accurately  detect  high  levels  of  bacterial  contamination  on 
meat  carcasses. 

We  are  optimistic  that  this  so-called  ATP  test  will  prove  to  be 
useful  in  meat  and  poultry  to  determine  if  carcasses  have  been 
grossly  contaminated.  We  are  also  optimistic  that  our  solicitation 
will  result  in  the  identification  of  other  rapid  tests  that  can  be  used 
to  strengthen  our  programs. 

Therefore,  we  are  embarking  upon  a  major  initiative  to  integrate 
microbial  testing  into  our  inspection  activities.  This  initiative  is  de- 
signed to  address  improvements  at  the  plant  level  and  to  broaden 
the  knowledge  of  our  meat  and  poultry  inspectors  with  regard  to 
microbial  pathogens. 

We  are  continuing  to  work  to  ensure  that  all  fecal,  ingesta,  or 
milk  contamination  will  be  trimmed  from  beef  carcasses.  In  reem- 
phasizing  this  regulation,  FSIS  has  proposed  programs  to  support 
a  consistent  and  comprehensive  application  of  the  zero  tolerance 
standards. 

These  programs  prescribe  the  methods  of  removal  of  contamina- 
tion and  establish  new  requirements  for  industry  production  with 
additional  safeguards  to  control  and  prevent  the  occurrence  of  con- 
tamination. 

On  March  9th  of  this  year,  the  Secretary  announced  a  proposal 
to  improve  poultry  inspection,  which  will  include  microbial  im- 
provements and  stricter  enforcement  of  the  prohibition  of  all  visible 
fecal  matter  on  raw  poultry. 

The  Secretary's  enhanced  poultry  safety  program  is  another  step 
to  further  incorporating  science  and  new  technology  in  the  meat 
and  poultry  system. 

IRRADIATION 

Irradiation  is  another  effective  tool  that  has  been  used  to  reduce 
the  level  of  pathogens  in  food,  while  assuring  the  health  and  well- 
being  of  the  consumers.  Based  on  FDA's  ruling,  in  September  of 
1992,  FSIS  introduced  new  rules  to  permit  the  irradiation  of  fresh 
or  frozen  uncooked  poultry  to  control  salmonella  and  other  bac- 
terial pathogens. 

Similarly,  the  Department  is  waiting  for  a  decision  by  FDA  on 
the  safe  use  of  irradiation  as  a  pathogen  reduction  technique  on 
red  meat. 

Consistent  with  our  goals  of  coordination  and  cooperation  with 
other  Federal  agencies  to  strengthen  our  meat  and  poultry  inspec- 
tion system,  FSIS  created  a  new  liaison  position  to  coordinate  with 
the  Centers  for  Disease  Control.  This  occurred  on  January  10, 
1994,  when  Dr.  Phyllis  Spaulding  was  appointed  to  the  position 
after  working  in  FSIS  for  a  number  of  years  as  director  of  our  FSIS 
eastern  laboratory. 

This  position  is  located  at  the  CDC  Headquarters  in  Atlanta,  and 
will  help  to  ensure  that  USDA  has  the  most  up  to  date  information 
from  CDC  epidemiologists  and  medical  professionals,  thereby  en- 
hancing the  public  health  activities  of  FSIS. 

I  would  also  like  to  mention  that  Secretary  Espy  has  established 
within  the  Department  a  pathogen  reduction  task  force  that  is 
chaired  by  Assistant  Secretary  Jensen.  This  task  force  through  its 
leadership,  oversight,  and  coordination  will  assure  that  all  USDA 
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resources  are  effectively  marshalled  in  our  quest  to  enhance  our 
meat  and  poultry  inspection  system. 

CONSUMER  EDUCATION 

We  also  feel  that  consumer  education  is  of  critical  importance. 
Consumer  education  concerning  the  safe  handling  of  meat  and 
poultry  continues  to  be  an  important  objective  of  FSIS.  Because  a 
critical  element  in  the  defense  against  airborne  illnesses  is  to  han- 
dle food  properly,  USDA  has  mandated  safe  handling  instructions 
on  every  package  of  fresh  and  partially  cooked  meat. 

A  final  rule  for  the  safe  handling  labels  on  raw  meat  and  poultry 
was  published  in  the  Federal  Register  on  March  28th  of  this  year. 
It  mandates  that  all  raw  and  partially  cooked  ground  meat  and 
poultry  must  have  the  label  within  60  days  of  the  publication  of 
that  rule,  and  all  other  not  ready  to  eat  meat  and  poultry  products 
must  have  the  label  by  July  6,  1994. 

It  is  good  to  note  that  a  large  percentage  of  industry  groups  have 
already  voluntarily  placed  safe  handling  labels  on  their  products. 
The  safe  handling  labels,  we  are  convinced,  will  serve  as  a  re- 
minder to  consumers  to  handle  and  cook  meat  and  poultry  products 
properly  to  assure  that  they  are  safe. 

BUDGET  REQUEST 

Our  total  budget  request  for  fiscal  year  1995  is  $534.2  million. 
This  is  an  increase  of  $17.5  million  over  the  amount  appropriated 
for  1994.  The  funding  level  will  enable  the  agency  to  fill  200  critical 
in  plant  slaughter  and  processing  inspection  vacancies;  train  in- 
spectors in  the  latest  food  safety  techniques;  the  use  of  processed 
control  techniques  that  reduce  or  eliminate  contamination;  and  ex- 
pand the  pathogen  reduction  program  aimed  at  reducing  the  levels 
of  pathogen  in  meat  and  poultry  products. 

FSIS  is  proposing  legislation  for  fiscal  year  1995  to  recover  $103 
million  in  user  fees  by  charging  plants  that  operate  second  shifts 
for  the  full  cost  of  providing  inspection  services  for  those  shifts. 
This  $103  million  in  user  fees  is  not  incorporated  into  the  current 
budget  proposal.  If  there  is  favorable  action,  we  would  ask  for  ad- 
justments in  the  budget. 

It  is  the  policy  of  this  Administration  to  ensure  the  health  and 
safety  of  the  American  public  with  regard  to  meat  and  poultry.  The 
Food  Safety  and  Inspection  Service,  as  well  as  this  Administration, 
is  fully  committed  to  providing  the  American  public  with  a  safe  and 
wholesome  food  supply.  We  are  committed  to  maintaining  a  strong, 
efficient  Federal  meat  and  poultry  inspection  system. 

Mr.  Chairman,  this  concludes  my  remarks.  I  thank  you  for  the 
opportunity  to  present  my  views  on  this  critically  important  public 
health  program.  I  will  be  happy  to  answer  any  questions  that  you 
or  other  members  of  the  committee  might  have. 

[Clerk's  note. — Biographical  sketches  appear  on  pages  1018 
and  1019.  The  statement  of  Mr.  Medley  appears  on  pages  1020 
through  1046.  The  explanatory  notes  appear  on  pages  1047 
through  1078. 
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INSPECTION  METHODS 


Mr.  Durbin.  Thank  you,  Mr.  Medley.  I  would  like  to  start  out 
with  one  general  question,  and  three  specific  ones.  On  the  back 
wall  of  this  committee  room,  over  your  right  shoulder,  is  a  picture 
of  one  of  your  employees,  who  is  doing  his  traditional  job  of  inspect- 
ing poultry.  I  am  familiar  with  that,  having  worked  in  a  slaughter- 
house for  12  months,  and  saw  many  of  his  predecessors  doing  the 
same  thing. 

How  is  this  type  of  inspection  process  going  to  change?  Most  of 
what  we  see  here  appears  to  be  visual  inspection,  and  trying  to  de- 
tect any  signs  of  contamination  or  problems  that  might  be  apparent 
to  the  senses. 

With  the  changes  that  are  occurring  at  FSIS,  that  have  been 
characterized  as  revolutionary,  what  will  this  gentleman  be  doing 
and  what  will  your  agency  be  doing  differently  in  the  future? 

Mr.  Medley.  Mr.  Chairman,  the  change  will  enable  the  inspec- 
tors to  better  perform  their  job.  What  we  are  looking  at  is  the  utili- 
zation and  incorporation  of  microbial  detection  methods  and  other 
improvements  to  supplement  our  present  organoleptic  methods. 

There  are  things  that  you  are  able  to  identify  by  visual  inspec- 
tion, such  as  carcass  abnormalities,  detection  of  which  does  contrib- 
ute significantly  to  food  safety.  What  we  are  proposing  now  is  tak- 
ing inspection  to  another  level  by  adding  methodologies  that  will 
enable  us  to  detect  microbial  contamination  as  a  supplement  to 
what  our  inspectors  are  doing  today. 

Mr.  DURBIN.  And  microbial  contamination  would  be  detected 
through  microscopic  examination? 

Mr.  Medley.  Well,  there  are  a  number  of  methods.  One  would 
be  rapid  tests  for  detecting  microbial  pathogens.  Other  activities, 
such  as  our  approval  of  anti-microbial  rinses,  are  aimed  at  actually 
reducing  microbial  pathogens.  We  are  examining  a  number  of  ac- 
tivities. Sometimes  we  will  evaluate  simple  procedural  changes 
such  as  the  inspector  looking  at  the  bird  after  evisceration  in  addi- 
tion to  before. 

There  are  a  number  of  measures  that  we  are  looking  at  in  a  com- 
prehensive way  to  improve  our  meat  and  poultry  inspection  system. 

Mr.  Durbin.  And  what  is  the  time-frame  for  implementing  this 
new  inspection  process? 

Mr.  Medley.  Well,  we  are  looking  at  having  our  framework  for 
this  development  in  place  in  about  two  years.  That  is  the  frame- 
work for  how  we  would  go  about  bringing  into  place  our  Track  II 
system.  Completion  of  Track  II  implementation  of  course,  would 
take  a  number  of  years.  That  implementation  also  includes  addi- 
tional training  of  our  inspectors  in  areas  such  as  the  use  of  micro- 
bial tools.  Some  of  the  veterinarians  in  the  plants  have  already  re- 
ceived training  in  increased  emphasis  on  epidemiology  in  public 
health. 

So  I  would  not  characterize  our  pathogen  reduction  program  as 
an  either/or  system  or  something  that  can  be  accomplished  in  a 
short  period  of  time.  We  have  talked  about  our  Phase  I  or  Track 
I  as  being  evolutionary.  I  think  that  we  could  also  use  that  term 
in  relation  to  what  we  are  doing  with  utilizing  microbial  methods. 
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There  is,  in  fact,  an  evolution  of  the  inspection  system  to  include 
those  new  methodologies  and  techniques. 

USER  FEE 

Mr.  Durbin.  I  have  to  assume  that  more  inspectors,  more  tech- 
nology, and  more  testing  includes  more  expense.  What  is  the  posi- 
tion of  the  Administration  on  who  will  bear  this  expense  in  the  fu- 
ture? 

Mr.  Medley.  I  will  comment  on  that  briefly,  and  then  I  will  ask 
Assistant  Secretary  Jensen  if  she  would  like  to  add  her  comments. 
I  think  that  one  of  the  things  that  we  have  considered  in  asking 
for  authority  for  user  fees  is  whether  those  services  that  may  have 
been  provided  confer  a  special  benefit  to  the  plant.  Those  plants 
that  have  only  a  partial  additional  shift,  currently  have  to  pay  for 
these  inspection  services.  The  user  fee  is  one  means  of  getting  addi- 
tional revenues. 

Additionally,  we  have  a  user  fee  program  currently  being  imple- 
mented for  laboratories  where  we  have  been  providing  accredita- 
tion. 

We  also  are  looking  at  the  more  efficient  use  of  our  inspectors  by 
providing  them  with  additional  tools.  Rather  than  adding  addi- 
tional people,  we  will  better  train,  and  utilize  the  current  staff  and 
provide  them  with  better  tools. 

In  essence,  I  think  that  we  are  not  anticipating  significant  in- 
creases in  our  future  budget  request. 

Mr.  DURBIN.  I  take  it  that  your  user  fee  request  is  still  directed 
toward  overtime  inspection? 

Mr.  Medley.  It  would  be  directed  at  overtime,  or  as  we  charac- 
terize it,  the  second  shift,  the  non-primary  shift  that  operates  in 
the  plant. 

Mr.  Durbin.  And  I  take  it  from  your  testimony  that  you  antici- 
pate, as  we  bring  in  this  new  Track  II  inspection  system,  to  still 
stick  with  that  basic  concept  of  user  fees  and  not  expand  it? 

Mr.  Medley.  We  would  keep  that  user  fee  concept.  What  we  are 
doing  is  allowing  the  industry  to  choose.  If  they  want  to  have  more 
than  a  primary  shift,  then  they  will  have  to  pay  for  those  addi- 
tional inspection  services.  It  would  be  their  choice. 

Mr.  Durbin.  Has  the  proposed  legislation  to  collect  these  fees 
been  submitted  to  Congress? 

Mr.  Medley.  A  proposal  is  presently  under  review  by  the  Admin- 
istration and  will  be  submitted  to  Congress  when  approved. 

Mr.  Durbin.  Let  me  ask  you  about  three  specific  areas. 

I  am  sorry,  Ms.  Jensen,  did  you  want  to  make  a  comment? 

Ms.  Jensen.  Only  briefly,  Mr.  Chairman.  I  do  see  an  increased 
cost  up  front.  We  have  asked  for  that  in  the  budget  on  training  of 
our  inspectors.  Because  you  can  appreciate  that  as  we  go  from  an 
organoleptic  system  into  a  more  science  based  system,  that  we  will 
have  some  training  costs  to  bring  our  inspectors  up  to  speed,  so  to 
speak,  with  that  system. 

But  that  is  something  that  is  being  accounted  for  in  this  budget 
request.  But  other  than  that,  I  would  agree  fully  with  what  Mr. 
Medley  has  said. 
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ZERO  TOLERANCE 

Mr.  DURBIN.  Let  me  ask  you  about  the  zero  tolerance  standard 
for  fecal  contamination.  Could  you  explain  that  to  us  in  layman's 
words? 

Mr.  Medley.  Mr.  Chairman,  the  Department's  position  and  pol- 
icy has  always  been  one  of  zero  tolerance  for  fecal  material.  There 
have  been  questions  as  to  whether  or  not  our  directives  adequately 
explained  to  our  inspection  force  how  that  policy  was  to  be  applied. 
There  might  have  been  a  problem  with  lack  of  uniformity  in  our 
enforcement  of  the  rule  in  the  past. 

So,  what  we  have  done  is  to  reemphasize  that  there  is  zero  toler- 
ance. If  there  is  fecal  material  on  red  meat,  then  that  is  supposed 
to  be  trimmed  or  removed. 

Mr.  DURBIN.  Please  explain  what  the  Department's  policy  is  in 
terms  of  zero  tolerance  on  poultry? 

Mr.  Medley.  Again,  there  is  a  policy  of  zero  tolerance  for  fecal 
material.  The  recent  March  9,  1994,  announcement  on  the  en- 
hanced program  for  raw  poultry  again  reemphasizes  that  policy. 
The  standards  for  finished  products  and  poultry  are  in  the  regula- 
tions. We  will  clarify  those  regulations  by  a  proposed  rule,  which 
emphasizes  again  the  zero  tolerance  for  fecal  material.  But  again, 
it  is  very  clear  that  there  is  not  supposed  to  be  visible  fecal  mate- 
rial on  the  finished  products. 

Mr.  Durbin.  Is  the  standard  identical  today  for  zero  tolerance  on 
meat  as  well  as  poultry? 

Mr.  Medley.  The  intent  is  the  same  in  both  standards.  It  has 
been  enforced  differently,  because  the  meat  program  was  under  dif- 
ferent directives.  The  Federal  Meat  Inspection  Act  of  course,  was 
published  some  fifty  years  prior  to  the  poultry  statute.  The  poultry 
statute,  enacted  in  1957,  has  more  of  the  requirements  in  the  regu- 
lations including  finished  product  standards. 

Mr.  Durbin.  But  from  a  practical  viewpoint,  is  zero  tolerance  en- 
forced by  your  agency  in  poultry  processing  in  America  today? 

Mr.  Medley.  Yes.  That  is  our  policy.  And  all  of  our  statements 
are  to  reemphasize  that  that  is  the  standard. 

[Additional  information  follows:] 

We  have  a  "zero  tolerance"  for  fecal  contamination  on  all  meat  and  poultry.  How- 
ever, the  methods  of  enforcement  are  not  the  same.  There  are  differences  in  laws, 
regulations,  industry  practices,  and  inspection  procedures.  Last  year  the  Secretary 
stated  that  the  zero  tolerance  procedures  for  red  meat  had  not  been  extended  to 
poultry  because  of  these  differences.  The  Secretary  also  indicated  that  the  USDA 
was  working  to  come  up  with  zero  tolerance  procedures  for  poultry  by  consulting 
with  industry  and  consumer  groups. 

Secretary  Espy  recently  announced  the  key  components  of  a  Poultry  Enhancement 
Program.  This  program  would  require  regular  microbial  testing  on  a  statistical  sam- 
pling of  product  and  would  require  industry  to  use  FDA-approved  rinses  to  reduce 
overall  bacterial  levels  on  raw  product.  Additionally,  inspection  would  take  place 
both  before  and  after  the  internal  organs  were  removed  from  the  bird.  Fecal-con- 
taminated poultry  carcasses  will  be  reprocessed  and  all  birds  will  be  re-inspected 
after  reprocessing. 

Contrary  to  statements  made  in  the  articles  in  the  Wall  Street  Journal  and  the 
Washington  Times,  FSIS  did  not  drop  the  zero-tolerance  initiative  for  poultry.  Sev- 
eral meetings  were  held  in  1993  that  led  to  the  development  of  the  initiative  an- 
nounced by  the  Secretary  in  March.  In  February,  1994,  FSIS  officials  gave  the  Sec- 
retary a  zero  tolerance  plan  for  poultry  which  he  asked  to  be  modified  to  include 
microbial  testing. 
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Another  inaccuracy  in  the  Wall  Street  Journal  article  was  the  accusation  that 
Tyson  Foods  received  special  exemption  from  in-plant  reviewers.  This  is  completely 
false.  Last  year  14  Tyson  Foods  plants  were  reviewed.  Two  Tyson  plants  were 

K laced  under  Progressive  Enforcement  Action,  which  is  directed  at  those  plants  that 
ave  not  demonstrated  control  of  the  quality  of  their  product  and  includes  very 
stringent  enforcement  regulatory  activities  on  a  three-stage  scale  of  intensity. 

Mr.  Durbin.  The  Secretary  announced  on  March  3,  1993,  a  little 
over  a  year  ago,  that  the  Department's  zero  tolerance  policy  was 
going  to  be  enforced.  After  the  Secretary's  announcement,  there 
was  some  concern  that  the  Agency  was  backing  down  over  industry 
opposition.  In  fact  a  memo  from  one  of  your  Inspectors-In-Charge 
was  called  back,  not  because  it  contained  wrong  or  misleading  in- 
formation, but  because  of  its  tone.  Tell  us,  now  that  a  year  has 
passed,  how  is  the  Agency  enforcing  its  zero  tolerance  policy  on 
meat  inspections? 

Mr.  Medley.  I  am  pleased  to  report  that  the  Department's  zero 
tolerance  procedure  is  being  strictly  invoked.  A  memorandum  has 
been  issued  providing  interim  guidelines  and  augmenting  the  exist- 
ing zero  tolerance  procedures  for  fecal,  ingesta,  and  milk  contami- 
nation in  cattle  to  all  cattle  slaughter  inspection  personnel. 

To  re-emphasize  the  Agency  regulation  requiring  the  removal  of 
contaminants  from  otherwise  wholesome  product,  the  Agency  has 
developed  the  Cattle  Clean  Meat  Program.  This  program  supports 
a  consistent  and  comprehensive  application  of  the  zero  tolerance 
standard  for  fecal,  ingesta,  and  milk  contamination.  The  Cattle 
Clean  Meat  Program  prescribes  the  method  of  removal  of  fecal, 
ingesta  and  milk  contamination.  It  also  establishes  new  require- 
ments for  industry  production  with  additional  safeguards  that  act 
to  control  and  prevent  the  occurrence  of  fecal,  ingesta  and  milk 
contamination  during  the  slaughter  of  animals. 

The  Agency  has  developed  both  comprehensive  guidelines  and  in- 
structions for  identifying  fecal/ingesta  contamination  and  for  the 
uniform  enforcement  of  this  program  within  all  cattle  slaughter  es- 
tablishments. This  information  has  been  communicated  to  all  cattle 
slaughter  field  inspectors  and  supervisors  during  individual  on-site 
plant  training  and  correlation  sessions.  Training  in  all  cattle 
slaughter  plants  will  be  completed  by  May  13,  1994. 

Mr.  DURBIN.  On  March  10,  your  agency  began  preparing  formal 
zero  tolerance  for  poultry  regulations.  What  is  the  time-frame  we 
are  looking  at  until  final  regulations  for  zero  tolerance  for  poultry 
are  published? 

Mr.  Medley.  In  the  near  future,  the  Agency  expects  to  publish 
a  proposal  for  poultry  enhancement.  The  nature  of  the  issues  gen- 
erated by  comments  on  the  proposal  will  determine  the  timetable 
for  publishing  final  regulations. 

UNANNOUNCED  INSPECTIONS 

Mr.  Durbin.  The  second  area  I  want  to  talk  about  relates  to  a 
Wall  Street  Journal  article  which  suggests  that  the  poultry  indus- 
try was  not  being  subjected  to  surprise  inspections  at  the  same  rate 
or  intensity  as  the  meat  industry.  They  used  as  an  example  a 
round  of  inspections  which  resulted  in  a  team  of  roving  Federal  in- 
spectors that  went  unannounced  to  90  cattle  slaughterhouses  and 
shut  down  30  temporarily.  There  was  no  similar  crackdown  on 
chicken  processors.  Can  you  comment  on  this? 
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Mr.  Medley.  Yes,  I  can.  First  of  all,  the  ninety  that  are  cited 
there,  were  chosen  principally  in  response  to  the  Secretary's  con- 
cern with  the  E.  coli  0157:H7  outbreak.  The  source  of  that  E.  coli 
0157:H7  was  red  meat. 

Mr.  Durbin.  And  that  relates  to  the  Jack-in-the-Box  incident? 

Mr.  Medley.  Exactly.  In  addition,  the  Secretary  announced  1,000 
unannounced  inspections  of  which  we  have  completed  approxi- 
mately 300  so  far.  Poultry  plants  are  representative  in  that  1,000 
total. 

Mr.  Durbin.  Turkey  and  chicken? 

Mr.  Medley.  Yes.  In  addition  to  the  1,000,  we  did  have  a  specific 
26  turkey  plant  inspection  program  that  we  have  already  com- 
pleted. 

Mr.  Durbin.  And  what  about  chicken  inspections? 

Mr.  Medley.  Those  will  be  proportionately  represented  in  that 
1,000  unannounced  inspections. 

Mr.  Durbin.  I  understand  that  some  of  these  reviews  are  tar- 
geted to  plants  suspected  of  having  compliance  problems.  Are  these 
reviews  being  conducted  in  both  slaughter  and  processing  plants? 

Mr.  Medley.  The  1,000  plants  selected  for  unannounced  reviews 
include  from  650  to  700  plants  identified  as  having  potential  prob- 
lems and  a  random  sample  of  other  plants  that  serve  as  a  "control 
group".  Reviews  are  being  conducted  in  both  meat  and  poultry 
plants  as  well  as  slaughter  and  processing  plants. 

From  September  to  early  March,  1994,  301  plants  were  reviewed. 
Of  these,  18  or  6%  were  poultry  only;  99  or  32.9%  were  red  meat 
only;  and  184  or  61.1%  were  both  red  meat  and  poultry  plants. 
These  figures  compare  well  with  the  distribution  of  these  types  of 
plants  among  those  currently  listed  as  active  plants  under  inspec- 
tion. Specifically,  of  the  6,409  plants  with  an  active  meat  or  poultry 
establishment  number,  459  or  7.1%  have  poultry  inspection  only; 
2,214  or  34.5%  have  meat  inspection  only;  and  3,736  or  58.3%  have 
both  meat  and  poultry  inspection. 

Mr.  Durbin.  When  do  you  anticipate  its  completion? 

Mr.  Medley.  We  expect  the  1,000  unannounced  reviews  to  be 
completed  by  mid  1995. 

DEFINING  FRESH 

Mr.  Durbin.  Let's  move  on  to  another  topic.  It  has  to  do  with  the 
term  fresh  as  it  relates  to  chicken.  Am  I  correct  in  assuming  that 
there  is  some  health  hazard  associated  with  the  practice  of  refreez- 
ing  poultry? 

Mr.  Medley.  Of  refreezing  poultry? 

Mr.  Durbin.  Yes. 

Mr.  Medley.  I  guess  I  would  have  to  have  our  Director  of 
Science  and  Technology  address  that  question. 

Mr.  Durbin.  If  you  would,  please  identify  yourself. 

Ms.  Stolfa.  I  am  Pat  Stolfa,  the  Acting  Deputy  Administrator 
for  Science  and  Technology.  I  think  that  refreezing  in  and  of  itself 
is  probably  not  a  problem,  if  done  correctly.  However,  the  issue  con- 
cerns what  temperatures  are  reached  when  the  product  is  thawed, 
how  long  the  product  is  held  at  that  temperature,  and  what  can 
happen  to  micro-organisms  during  that  time  period. 
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Mr.  Durbin.  But  it  is  something  that  is  generally  discouraged; 
because  if  it  is  not  handled  properly,  it  can  result  in  a  health  haz- 
ard? 

Ms.  Stolfa.  Yes. 

FRESH  LABELING 

Mr.  Durbin.  That  leads  to  the  question  of  labeling  chickens  as 
fresh.  California  has  established  a  standard,  which  they  sent  me, 
of  when  a  chicken  can  be  advertised  as  fresh.  Basically,  what  they 
are  saying  is  that  a  fresh  chicken  is  a  chicken  that  has  never  been 
frozen.  What  is  the  policy  or  standard  of  your  agency  when  it 
comes  to  labeling  a  chicken  as  fresh? 

Mr.  Medley.  The  term  fresh  may  be  used  on  the  label  as  long 
as  it  has  not  been  below  zero  degrees. 

Mr.  Durbin.  Zero  degrees? 

Mr.  Medley.  Yes. 

Mr.  Durbin.  Are  you  are  talking  about  zero  degrees  fahrenheit? 

Mr.  Medley.  Yes. 

Mr.  Durbin.  It  is  interesting  that  the  California  standard  is  25 
degrees. 

Mr.  Medley.  Yes.  We  are  aware  of  that.  It  should  be  noted  that 
the  major  concern  that  was  raised  in  the  California  fresh  case  had 
to  do  with  the  whole  issue  of  Federal  preemption,  which  in  a  ruling 
yesterday  morning  was  supported  by  the  court. 

Secretary  Espy  has  asked  FSIS  to  review  and  look  at  the  issue 
of  fresh  labeling  and  the  proper  temperatures.  We  are  in  fact  doing 
that  at  this  point  in  time. 

Mr.  Durbin.  You  raise  an  important  question,  and  I  hope  it  is 
part  of  this  review,  because  I  think  that  makes  sense  to  me  just 
based  on  human  experience.  A  chicken  chilled  at  25  degrees  Fahr- 
enheit is  rock  solid.  So  it  is  in  fact  a  frozen  chicken.  Yet  the  stand- 
ard that  you  are  using  is  zero  degrees.  I  do  not  quite  understand 
why  there  is  a  distinction. 

Mr.  Medley.  We  are  looking  at  that,  Mr.  Chairman.  But  it  is 
also  known  that  certain  bacteria  survive  at  14  degrees  under  cer- 
tain conditions.  So  we  are  looking  at  this  in  a  comprehensive  way, 
first  from  a  scientific  respect  of  looking  at  the  different  bacteria  or 
pathogens  that  would  be  on  poultry,  and  second,  evaluating  the  dif- 
ference the  temperature  makes  with  regard  to  safety.  We  are  going 
to  fully  explore  this  issue  to  determine  whether  or  not  there  needs 
to  be  any  adjustment  in  our  current  policy. 

Mr.  Durbin.  But  your  agency  intervened,  did  it  not,  in  a  court 
case  over  this  issue? 

Mr.  Medley.  Yes.  We  were  asked  to  file  an  amicus  curiae  brief, 
yes. 

Mr.  Durbin.  If  I  understand  the  Agency's  position,  it  was  that 
the  use  of  the  fresh  label  should  be  allowed,  absent  this  new  Fed- 
eral regulation,  whereas  the  court  case  I  believe  was  suggesting 
that  it  was  improper  to  use  it  if  the  chicken  had  in  fact  been  frozen 
at  25  degrees. 

Mr.  Medley.  I  think  that  the  position  was  that  the  State  re- 
quirement should  be  consistent  with  the  Federal  standard. 

Mr.  Durbin.  Which  is  zero? 

Mr.  Medley.  Yes. 
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Mr.  DURBIN.  Well  you  lose  me  because,  frankly,  I  do  not  think 
that  you  are  erring  on  the  side  of  the  consumer  here.  It  sounds  to 
me  like  a  zero  degree  standard  is  well  beyond  a  chicken  that  has 
been  frozen.  I  do  not  necessarily  follow  it,  but  for  the  sake  of  clarity 
in  the  record,  when  will  the  Department  come  out  with  a  standard 
as  to  the  labeling  of  chicken  as  fresh? 

LABELING  STANDARDS  FOR  CHICKEN 

Mr.  Medley.  I  think  that  Assistant  Secretary  Jensen  would  like 
to  comment.  After  we  have  completed  our  review  of  this  issue,  and 
based  upon  the  findings,  we  will  take  appropriate  action  on  what 
the  standard  should  be  for  fresh  as  it  relates  to  poultry. 

Mr.  DURBIN.  Mr.  Medley,  you  are  a  good  lawyer,  but  that  isn't 
the  answer  to  the  question. 

Mr.  Medley.  We  have  started  accumulating  the  data,  and  if  I 
had  to  give  you  a  time  frame,  it  must  be  based  upon  current  infor- 
mation on  the  difference  in  bacteria  survival. 

It's  difficult  to  give  you  a  precise  answer  since  we  haven't  com- 
pleted the  review  yet. 

Mr.  DURBIN.  Here's  where  you  lose  me.  Putting  the  term  fresh 
on  the  label  of  a  chicken  is  used  to  promote  its  sales.  I  do  not  know 
why  we  are  erring  on  the  side  of  the  industry,  as  opposed  to  the 
consumer. 

If,  in  fact,  a  chicken  has  ever  been  frozen  below  25  degrees  Fahr- 
enheit, it  would  be  simple  enough  to  say,  do  not  label  it  as  fresh. 
That  is  misleading  to  the  consumer. 

Recently,  when  a  spaghetti  sauce  decided  to  use  the  term  fresh 
on  its  label,  FDA  came  down  on  them  like  a  ton  of  bricks  overnight 
and  said,  "y°u  can't  call  it  fresh.  It  isn't  fresh.  Everything  in  that 
bottle  has  been  cooked." 

They  erred  on  the  side  of  the  consumer.  They  did  it  quickly  and 
fresh  was  taken  off  the  label.  Why  do  we  have  the  opposite  ap- 
proach when  it  comes  to  the  poultry  industry? 

Mr.  Medley.  Mr.  Chairman,  first  of  all,  I  wouldn't  say  that  we 
are  erring  on  the  side  of  anyone  at  this  point  in  time.  What  we've 
stated  is  that  there  is  a  current  standard  for  the  use  of  the  term 
fresh.  And  that  any  State  regulations  inconsistent  with  that  stand- 
ard would  be  preempted. 

We've  also  stated  that  the  question  of  what  should  be  the  appro- 
priate standard  is  one  that  we  will  expeditiously  review  to  see  if 
we  should,  in  fact,  change  that  standard. 

Mr.  DURBIN.  I  have  taken  too  long.  Ms.  Jensen,  if  you  want  to 
comment. 

Ms.  Jensen.  Thank  you,  Mr.  Chairman. 

I  was  going  to  make  a  similar  comment.  The  lawsuit  was  one 
that  we  viewed  as  an  issue  of  preemption.  And  that  was  the  issue 
before  the  Court.  Not  really  the  issue  of  fresh,  but  the  issue  of 
whether  or  not  a  State  had  the  right  to  label  requirements  in  addi- 
tion to  or  different  from  the  Federal  label  requirements. 

We  feel  very  strongly  on  the  preemption  issue,  and  that  was  the 
issue  before  the  Court,  not  the  issue  of  whether  the  determination 
of  zero  is  good  or  not  good. 
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In  fact,  the  Secretary  has  indicated  that  we  should  reopen  that 
policy  issue  on  fresh,  which  we  have  done  and  which  we  indicated 
to  the  Courts  in  a  footnote  in  our  brief  that  we  were  going  to  do. 

But  we  were  arguing,  and  were  in  Court  to  argue,  the  issue  of 
preemption  and  States  putting  out  labels  that  are  different  from 
and  additional  to  the  Federal. 

So  from  our  perspective,  it  was  a  preemption  issue  and  not  a 
fresh  issue.  But  we  do  agree  that  the  fresh  issue  needs  to  be  revis- 
ited. That's  been  a  very  long-standing  policy  and  issue  at  the  De- 
partment of  Agriculture  which  maintained  the  zero  degrees  stand- 
ards for  years  and  years  and  years.  It  is  one  of  the  issues  that  this 
Administration  feels  strongly  should  be  looked  at. 

INSPECTION  SYSTEMS 

Mr.  Durbin.  Are  beef  and  poultry  inspection  systems  different? 

Mr.  Medley.  There  are  differences  in  the  beef  and  poultry  regu- 
lations. FSIS  recently  commissioned  a  study  to  identify  these  dif- 
ferences. This  study,  performed  by  the  Research  Triangle  Institute, 
found  differences  in  the  regulations  regarding  the  inclusion  of  de- 
tached skin  in  poultry  products;  temperature  requirements;  label- 
ing of  mechanically  separated  product;  the  method  of  removal  of 
fecal  contamination;  carcass  chilling  procedures;  moisture  limita- 
tions in  processed  products;  and  standards  of  composition  or  iden- 
tity in  products  such  as  beef  and  poultry  stew.  USDA  is  currently 
reviewing  the  results  of  this  study  and  from  this  review  we  will  de- 
termine whether  adjustments  need  to  be  made. 

USDA  recognizes  historical  differences  in  the  way  these  two  in- 
dustries operate  and  employs  inspection  techniques  appropriate  to 
the  risks  peculiar  to  each  industry.  In  making  these  inspection  de- 
cisions, USDA's  goal  is,  first  and  foremost,  to  effectively  carry  out 
our  public  health  statutory  obligations. 

Mr.  Durbin.  Describe  the  inspection  procedure  for  each. 

Mr.  Medley.  The  systems  are  similar  in  that,  for  all  species, 
each  animal  carcass  and  the  internal  organs  are  individually  exam- 
ined by  an  FSIS  inspector.  Only  an  FSIS  inspector  can  make  the 
decision  to  pass  a  carcass.  For  poultry,  FSIS  inspectors  can  also 
condemn.  For  red  meat,  the  veterinarian  makes  the  decision  to  con- 
demn. Animals  are  presented  first  for  ante-mortem  inspection. 
Those  animals  determined  to  be  healthy  through  ante-mortem  in- 
spection are  passed  for  slaughter.  Each  individual  carcass  is  sub- 
ject to  post-mortem  examination.  The  final  disposition  of  carcasses 
is  based  on  gross  pathology  and  carcasses  are  either  inspected  and 
passed  for  human  consumption  or  condemned  as  inedible.  During 
post-mortem  inspection,  carcasses  suspected  of  being  diseased  are 
retained  for  final  examination  by  a  veterinarian.  In  certain  cases, 
laboratory  analysis  may  be  used  to  confirm  a  diagnosis  for  disposi- 
tion purposes.  The  Veterinary  Medical  Officer  exercises  scientific 
judgment  regarding  the  disposition  of  all  carcasses  and  parts  in  a 
manner  which  will  ensure  that  only  wholesome,  unadulterated 
products  are  passed  for  human  consumption. 

Since  it  is  not  practical  to  inspect  every  live  bird,  ante-mortem 
inspection  for  poultry  is  performed  on  a  lot  basis  rather  than  on 
every  individual  live  bird. 
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Post-mortem  inspection  is  performed  by  an  inspector  on  every 
carcass.  The  inspector  examines  the  outer  surface,  the  inner  body 
cavity,  and  the  organs  of  each  bird  for  the  presence  of  abnormali- 
ties relating  to  pathology  or  contamination,  and  makes  a  final  dis- 
position assuring  that  only  wholesome,  unadulterated  product  is 
passed  for  human  consumption. 

In  red  meat  inspection,  only  the  veterinarian  can  make  final  dis- 
position on  a  diseased  carcass.  In  poultry  inspection,  the  inspector 
can  make  final  disposition  under  veterinary  supervision. 

WASHING  CHICKEN  CARCASSES 

Mr.  Durbin.  An  article  from  the  Washington  Times  states  that 
since  the  late  1970's,  the  Department  has  allowed  chicken  car- 
casses contaminated  with  fecal  matter  to  be  washed  rather  than 
trimmed.  This  washing  consists  of  running  the  carcasses  through 
a  bath  of  water,  commonly  referred  to  as  a  "fecal  soup"  bath.  It  is 
believed  by  many  that  allowing  birds  to  be  washed  increases  the 
risk  of  contamination.  The  Secretary's  Poultry  Enhancement  Pro- 
gram allows  washing  to  continue,  "...  if  the  procedure  is  effec- 
tive". Do  you  believe  that  dipping  contaminated  birds  in  a  pool  of 
water  followed  by  uncontaminated  birds  will  reduce  the  level  of 
contamination? 

Mr.  Medley.  Prior  to  1978,  all  fecal  contamination  was  removed 
from  poultry  carcasses  by  knife  trimming  to  remove  all  contami- 
nated tissues.  Since  1978,  the  Agency  has  included  washing,  using 
a  20  ppm  chlorinated  water  rinse  as  an  acceptable  method  to  re- 
move contamination  from  intact  skin  and  inner  surfaces  of  poultry 
carcasses.  Trimming  continues  to  be  required  for  removing  visible 
fecal  contamination  from  cut  surfaces  on  poultry  carcasses.  The  ad- 
dition of  rinsing  intact  skin  and  inner  surfaces  after  trimming  was 
based  on  research  demonstrating  no  significant  difference  between 
carcasses  at  the  end  of  the  slaughter  processing  line  and  carcasses 
removed  because  of  fecal  contamination,  trimmed  and  rinsed  with 
20  ppm  chlorinated  water. 

The  process  you  refer  to  that  allows  rinsing  instead  of  only  trim- 
ming fecal  matter  is  called  poultry  reprocessing.  Poultry  reprocess- 
ing is  performed  only  at  a  separate  reprocessing  station  designed 
to  meet  specific  requirements  and  approved  for  use  by  USDA.  Car- 
casses are  handled  separately  and  rinsed  with  a  spray  for  the  ex- 
press purpose  of  preventing  cross  contamination  of  uncontaminated 
carcasses.  At  the  reprocessing  station,  birds  are  trimmed, 
vacuumed,  and/or  rinsed  using  20  ppm  chlorinated  water  to  remove 
all  visible  evidence  of  contamination.  If  contaminated  inner  sur- 
faces are  not  removed  solely  by  trimming,  then  all  surfaces  of  the 
carcass  must  be  rinsed  with  20  ppm  chlorinated  water. 

All  reprocessed  carcasses  are  subject  to  reinspection.  Reprocessed 
carcasses  are  held  out  of  routine  production  and  chilling  so  that  a 
sample  can  be  reinspected  at  the  discretion  of  the  FSIS  inspector. 
USDA  inspectors  may  check  as  many  carcasses  as  they  feel  is  nec- 
essary to  determine  if  the  carcasses  have  been  properly  cleaned. 
Only  then  can  birds  be  returned  to  the  production  process.  The 
other  procedure  you  refer  to  is  called  chilling.  This  involves  the 
submerging  of  carcasses  together  in  large  tanks  of  water  to  remove 
body  heat  and  lower  the  carcass  temperature  to  slow  bacterial 
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growth.  Only  passed  as  wholesome,  non-contaminated  birds  can 
enter  the  chiller. 

Mr.  DURBIN.  You  say  in  your  statement  that  the  procedure  of 
washing  is  based  on  a  1993  study  which  reconfirmed  the  efficacy 
of  washing.  Where  was  the  study  done  and  by  whom?  Please  pro- 
vide a  copy  of  it  for  the  record. 

Mr.  Medley.  There  were  two  studies  published  in  1993  based  on 
carcasses  sampled  from  commercial  poultry  slaughter  plants: 
"Broiler  Carcass  Reprocessing,  A  Further  Evaluation,  November 
1993",  by  L.  C.  Blankenship,  et.  al.  of  the  Agricultural  Research 
Service.  This  study  confirmed  the  results  of  an  earlier — 1975 — 
Blankenship  study.  The  other  study  is  "Effects  of  Reprocessing  on 
Microbiological  Quality  of  Commercial  Prechill  Broiler  Carcasses, 
1993",  Amy  L.  Waldroup,  et.  al.,  involving  researchers  from  the 
University  of  Arkansas,  University  of  Georgia,  Mississippi  State 
University,  Auburn  University,  and  the  University  of  Maryland. 

[Clerk's  note. — A  copy  of  both  reports  are  retained  in  commit- 
tee files.] 

Mr.  Durbin.  Your  statement  also  says  that  your  agency  has  initi- 
ated a  study  to  determine  whether  washing  or  trimming  is  more 
effective  in  removing  contamination.  What  is  the  reason  for  this 
study? 

Mr.  Medley.  Historically,  trimming  livestock  and  poultry  was 
considered  the  most  effective  and  aesthetically  pleasing  solution  for 
removal  of  visible  contamination,  although  the  microbiological  basis 
for  this  procedure  versus  other  possible  procedures  was  never  docu- 
mented. Some  experts  are  of  the  opinion  this  policy  has  resulted  in 
an  extensive  trimming  program  in  inspected  plants  and  that  trim- 
ming may  not  be  microbiologically  effective.  Current  poultry  regu- 
lations allow  for  removal  of  contamination  from  outer  and  inner 
surfaces  by  rinsing.  The  microbiological  basis  for  this  method  of  re- 
processing has  been  scientifically  documented  for  poultry  carcasses. 

Rinsing  or  other  procedures  may  also  be  superior  to  the  present 
policy  that  requires  the  removal  by  trimming  of  contamination 
from  livestock  carcasses.  In  an  effort  to  answer  some  of  the  ques- 
tions regarding  the  relative  effectiveness  of  these  two  methods, 
FSIS  has  solicited  research  to  determine  whether  trimming  or  rins- 
ing is  a  better  method  to  remove  localized  areas  of  contamination 
on  beef  carcass  surfaces. 

IRRADIATION 

Mr.  Durbin.  The  Food  and  Drug  Administration  has  already  ap- 
proved the  use  of  irradiation  to  delay  ripening  and  control  insects 
in  all  fresh  foods,  to  control  trichina  in  fresh  pork,  and  to  control 
pathogenic  bacteria  in  fresh  and  frozen  poultry.  To  your  knowledge, 
is  industry  using  irradiation  for  these  purposes? 

Mr.  Medley.  The  meat  industry  is  not  using  irradiation  to  con- 
trol trichina  in  fresh  pork.  There  are  other  more  economical  proce- 
dures to  separate  and  process  pork  with  trichina  present.  The  other 
uses  of  irradiation  on  fresh  foods,  mainly  produce,  and  fresh  and 
frozen  poultry  are  limited.  There  is  one  facility  irradiating  whole 
chickens  and  turkeys  and  chicken  parts  for  sale  in  a  few  small, 
independent  markets  in  Florida  and  Illinois.  To  our  knowledge,  the 
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same  facility  is  also  irradiating  small  amounts  of  several  varieties 
of  fresh  fruits  and  vegetables  for  sale  in  the  same  markets. 

Mr.  Durbin.  When  Dr.  Cross  was  here  last  year,  he  said  the 
Agency  was  working  with  the  Agricultural  Research  Service,  the 
U.S.  Army  Research,  Development,  and  Engineering  Center,  and 
the  American  Meat  Institute  to  identify  research  needed  to  petition 
FDA  to  permit  irradiation  of  red  meat  products.  When  the  Sec- 
retary appeared  before  the  Committee  in  February,  he  mentioned 
the  Department  was  getting  ready  to  ask  FDA  to  review  the  ap- 
proval of  irradiation  for  red  meat.  Has  this  request  been  sent  to 
FDA? 

Mr.  Medley.  Earlier  this  year,  Secretary  Espy  learned  that  a 
firm  in  the  radiation  processing  industry  had  decided  to  prepare  a 
petition  to  the  FDA  proposing  the  irradiation  of  red  meat  products. 
Shortly  thereafter,  he  sent  a  letter  to  Secretary  Shalala  asking  that 
FDA  perform  a  timely  review  of  the  petition,  once  it  is  received. 
USDA  provided  the  petitioner  studies  on  the  comparability  of  poul- 
try and  red  meat  irradiation  performed  by  USDA  scientists.  It  is 
expected  that  the  petition  will  be  submitted  to  FDA  in  the  Spring 
of  1994. 

ADDITIONAL  INSPECTORS 

Mr.  Durbin.  After  the  E.  coli  breakout  in  the  Northwest,  Con- 
gress passed  a  supplemental  which  included  $4.0  million  to  support 
an  additional  160  inspectors.  The  fiscal  year  1994  appropriation  for 
FSIS  included  an  additional  $6.0  million  to  hire  40  more  inspec- 
tors. Your  fiscal  year  1995  budget  request  includes  funding  for  an- 
other 200  inspectors.  What  are  the  taxpayers  getting  for  their  in- 
vestment? 

Mr.  Medley.  We  have  evaluated  the  operations  of  each  plant  re- 
ceiving inspection  to  determine  what  inspection  tasks  must  be  per- 
formed for  the  Agency  to  meet  its  responsibilities  under  the  Meat 
and  Poultry  Inspection  Acts.  When  staffing  levels  are  not  sufficient 
to  perform  all  these  tasks,  as  they  have  not  been  for  a  number  of 
years,  then  some  things  do  not  get  done.  Because  of  the  legal  re- 
quirement to  look  at  every  animal  and  bird,  we  must  keep  our  in- 
spectors on  the  slaughter  lines.  The  inspection  tasks  that  do  not  re- 
ceive adequate  coverage  concern  things  like  review  of  plant  sanita- 
tion, and  quality  control  programs.  Long  term  neglect  of  these  in- 
spection needs  can  compromise  the  ability  of  the  program  to  ensure 
the  safety  of  the  product. 

The  additional  200  inspectors  hired  in  1993  and  1994,  and  the 
200  requested  for  1995  will  enable  the  Agency  to  maintain  pace 
with  industry  growth  and  ensure  the  maintenance  of  our  current 
inspection  program  by  filling  the  most  critical  of  the  vacant  inspec- 
tor positions. 

INSPECTION  IMPROVEMENTS 

Mr.  Durbin.  Let's  return  to  the  subject  of  inspection  systems. 
Tell  us  specifically,  what  changes  have  occurred  to  the  inspection 
system  over  the  last  two  years? 

Mr.  Medley.  Most  significantly,  we  have  begun  implementing 
the    Secretary's    Strategic    Plan    to    move    from    a    system    of 
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organoleptic  inspection  of  meat  and  poultry  to  a  risk  oriented  sys- 
tem based  on  science. 

The  Pathogen  Reduction  Program  is  a  key  part  of  our  efforts  to 
reform  the  inspection  system.  This  program  which  covers  the  entire 
production  process  from  farm  to  table,  includes  such  initiatives  as 
the  installment  of  the  Hazard  Analysis  Critical  Control  Point  sys- 
tem; microbiological  baseline  studies  to  determine  the  frequency 
and  levels  of  pathogenic  bacteria  in  raw  meat  and  poultry  carcasses 
under  federal  inspection;  and  the  development  of  rapid  tests  for  the 
detection  of  microbiological  pathogens  on  meat  and  poultry. 

FSIS  is  also  currently  working  to  integrate  microbiological  test- 
ing into  our  inspection  system.  There  are  three  elements  to  our 
plan.  First,  FSIS  will  incorporate  microbiological  testing  into  its 
plant  pre-operational  sanitation  inspection  procedure.  Secondly, 
FSIS  will  begin  microbiological  testing  to  monitor  production  proce- 
dures to  produce  clean  livestock  and  poultry  carcasses.  Finally, 
FSIS  is  extending  its  current  microbiological  testing  program  for 
processed,  ready-to-eat  products,  to  additional  products  not  cur- 
rently covered. 

New  regulations  have  been  put  into  effect  that  prescribe  the  pro- 
cedures for  cooking  and  handling  cooked  meat  patties  in  Federal 
plants. 

To  improve  coordination  and  eliminate  duplication  between  agen- 
cies, Secretary  Espy  also  created  a  Department  level  Pathogen  Re- 
duction Task  Force  to  coordinate  USDA's  efforts  to  reduce  the  oc- 
currence of  microbiological  pathogens  in  meat  and  poultry  products. 
Finally,  FSIS  and  the  Occupational  Safety  and  Health  Administra- 
tion signed  a  revised  Memorandum  of  Understanding  to  enhance 
workplace  safety  in  meat  and  poultry  plants. 

Mr.  Durbin.  What  improvements  have  been  made? 

Mr.  Medley.  One  of  the  improvements  that  has  taken  place  is 
the  addition  of  200  in-plant  inspectors  to  enable  us  to  better  mon- 
itor and  prevent  conditions  under  which  bacterial  contamination 
can  take  place.  We  have  also  taken  steps  to  assure  the  uniform  en- 
forcement of  the  regulation  that  all  fecal,  ingesta,  and  milk  con- 
tamination be  trimmed  from  beef  carcasses. 

Recently,  Secretary  Espy  announced  enhancement  and  strength- 
ening of  the  poultry  inspection  system  to  include  microbial  control 
improvements  and  the  prohibition  of  all  fecal  matter  on  raw  prod- 
uct. Proposed  regulations  to  implement  the  Secretary's  Poultry  En- 
hancement Program  are  being  developed. 

We  have  also  expanded  consumer  education  concerning  the  safe 
handling  of  meat  and  poultry.  Some  of  the  ways  we  are  doing  this 
include  mandating  the  use  of  safe  handling  labels  on  raw  and  par- 
tially cooked  meat  and  poultry  products,  and  coordinating  the  dis- 
tribution of  food  safety  information  with  other  USDA  agencies  such 
as  the  Extension  Service. 

In  addition  to  these  improvements,  FSIS  established  a  Public 
Health  Division  and  a  position  to  provide  liaison  with  the  Center 
for  Disease  Control. 

Mr.  Durbin.  What  is  the  Department's  ultimate  goal  in  food 
safety  inspection? 

Mr.  Medley.  The  Secretary  is  determined  to  provide  consumers 
with  the  safest  meat  and  poultry  supply  possible. 
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Mr.  Durbin.  When  do  you  anticipate  reaching  this  goal? 

Mr.  Medley.  The  degree  of  safety  possible  is  constantly  improv- 
ing. New  technology  and  methods  are  continually  appearing  and  we 
will  always  have  to  be  cognizant  of  these  improvements  and  seek 
ways  to  incorporate  them  into  our  inspection  program. 

Mr.  Durbin.  Describe  what  the  inspection  procedure  will  be  like 
when  you  reach  this  goal?  Compare  it  to  the  current  system. 

Mr.  Medley.  The  inspection  system  of  the  future  will  be  science 
based  and  will  no  longer  depend  solely  on  the  organoleptic  method. 
We  will  employ  new  technologies  to  enhance  our  meat  and  poultry 
inspection  systems  to  make  the  country's  food  supply  even  safer. 
Much  of  the  current  system  will  remain,  but  altered  as  necessary 
to  ensure  that  inspection  procedures  address  the  true  public  health 
risks  posed  by  microbial-contaminants  and  animal  disease.  Addi- 
tionally, we  will  continue  to  enforce  our  policy  against  illegal  chem- 
ical residues.  We  will  continue  to  utilize  the  vast  experience  and 
knowledge  of  our  inspectors  to  enhance  and  improve  the  system. 

Mr.  Durbin.  What  changes  in  legislation  will  be  needed? 

Mr.  Medley.  Legislative  changes  will  be  necessary  to  give  the 
Secretary  the  statutory  authority  to  ensure  that  there  will  be  no 
gaps  in  our  ability  to  address  food  safety  issues  from  the  farm  to 
the  table. 

INSPECTOR  VACANCIES 

Mr.  Durbin.  Your  statement  says  that  the  budget  request  for  200 
additional  inspectors  will  fill  critical  in-plant  vacancies.  How  many 
vacancies  do  you  have? 

Mr.  Medley.  Currently,  we  have  estimated  427  uncovered  in- 
plant  inspector  positions,  using  the  Agency's  workload  model  and 
projected  industry  production. 

Mr.  Durbin.  How  have  these  vacancies  evolved? 

Mr.  Medley.  The  inspection  program  has  not  had  adequate  staff- 
ing for  many  years.  The  Agency  has  dealt  with  this  situation  by  not 
covering  certain  assignments  in  order  to  maintain  full  on-line  staff- 
ing. The  assignments  included  such  matters  as  coverage  of  plant 
sanitation,  product  standards,  and  quality  control  checks.  Long 
term  neglect  of  these  matters  has  resulted  in  a  critical  situation 
that  Secretary  Espy  has  resolved  to  correct. 

In  January  1993,  these  vacancies  totaled  554.  The  1993  supple- 
mental and  the  fiscal  year  1994  appropriation  provided  funds  suffi- 
cient to  fill  200  of  the  most  critical  vacancies.  Since  January  1993, 
industry  expansion  in  numbers  of  lines  operating  has  created  a  re- 
quirement for  an  additional  73  positions.  This  leaves  us  with  427 
assignments  still  uncovered  today. 

Mr.  Durbin.  What  is  the  total  number  of  inspectors  needed? 

Mr.  Medley.  At  the  beginning  of  April  1994,  there  were  8,380  in- 
plant  inspection  assignments. 

Mr.  Durbin.  How  does  this  compare  to  the  number  you  currently 
have? 

Mr.  Medley.  The  in-plant  inspection  assignments  filled  at  the 
beginning  of  April  1994  totaled  7,953.  This  includes  7,508  full-time 
inspection  personnel  and  an  average  of  445  positions  that  are  cov- 
ered by  other  than  permanent  employees. 


927 

Mr.  Durbin.  The  budget  request  includes  $6,245,000  for  an  addi- 
tional 170  slaughter  inspectors  and  $1,436,000  for  an  additional  30 
processing  inspectors.  The  inspection  data  tables  that  are  included 
as  part  of  the  budget  justifications  show  that  the  number  of  Feder- 
ally inspected  slaughter  and  processing  establishments  have  been 
decreasing  since  fiscal  year  1991.  Where  are  these  inspectors 
going? 

Mr.  Medley.  For  a  number  of  years  the  industry  has  been  con- 
solidating into  fewer  but  larger  plants.  To  keep  up  with  the 
changes  of  the  market  place,  larger  plants  have  been  created  to 
meet  consumer  demands  and  many  large  slaughter  plants  now  op- 
erate with  second  shifts.  From  1991  to  1993  the  poultry  industry 
increased  its  annual  production  by  approximately  seven  percent; 
from  6.6  billion  birds  in  1991  to  7.1  billion  birds  in  1993.  The 
growth  rate  for  1993  and  1994  follows  the  same  pattern  and  coin- 
cides with  the  growth  figures  used  by  industry.  As  a  result  of  the 
larger  plants  and  second  shifts  slaughtering  a  steadily  rising  num- 
ber of  animals  and  birds,  the  number  of  inspection  assignments  has 
been  increasing. 

PATHOGEN  REDUCTION  PROGRAM 

Mr.  Durbin.  This  Committee  recommended  and  Congress  went 
along  with  the  fiscal  year  1994  budget  request  of  $8.0  million  to 
initiate  the  Pathogen  Reduction  Program.  Tell  this  Committee  spe- 
cifically how  this  money  is  being  spent. 

Mr.  Medley.  The  $8.0  million  that  was  appropriated  for  fiscal 
year  1994  has  been  used  to  initiate  a  comprehensive  Pathogen  Re- 
duction Program  within  FSIS.  The  appropriated  funds  have  been 
directed  at  seven  specific  areas  within  the  Pathogen  Reduction  Pro- 
gram. 

Fifty  thousand  dollars  is  being  directed  toward  Pre-Harvest  ac- 
tivities. These  activities  are  geared  to  establishing  an  animal 
traceback  system  that  will  assist  in  identifying  pathogens  prior  to 
slaughter.  FSIS  costs  include  coordination  and  project  support  with 
the  Animal  and  Plant  Health  Inspection  Service,  which  has  the 
lead  role  in  this  phase  of  the  program. 

Two  million  dollars  has  been  allocated  for  the  development  of 
rapid  test  methods.  Rapid  tests  are  seen  as  vital  tools  in  reducing 
microbiological  pathogens  from  the  meat  and  poultry  supply.  FSIS 
is  currently  working  on  the  development  of  rapid  tests  for  the  de- 
tection of  pathogens  such  as  Listeria,  Campylobacter,  E.  coli 
0157:H7,  and  Salmonella. 

Post-Harvest  methods  are  also  "included  in  the  $8.0  million  ap- 
propriation. Currently,  the  Agency  has  allocated  $500,000  toward 
slaughter  and  processing  research  in  this  specific  area. 

Many  of  the  expenditures  have  been  directed  at  strengthening 
our  slaughter  and  processing  plant  activities.  We  have  allocated  $4 
million  to  improvements  of  slaughter  plant  operations  and  one  mil- 
lion dollars  toward  processing  activities.  The  largest  part  of  this 
sum  is  being  directed  to  the  establishment  of  the  microbiological 
baselines.  These  funds  will  also  cover  Hazard  Analysis  and  Critical 
Control  Point  programs,  the  unannounced  review  program  for  meat 
and  poultry  plants,  inspector  training,  and  the  improvement  of 
present  inspection  procedures. 
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The  remainder  of  the  $8  million  is  being  targeted  toward 
consumer  awareness  and  food  service  programs.  FSIS  will  spend 
$150,000  on  the  publication  and  distribution  of  food  safety  docu- 
mentation and  instructional  videos.  An  additional  $300,000  will  be 
used  to  assist  the  food  industry  in  combating  microbial  pathogens 
through  safe  handling  information  and  videos. 

Mr.  Durbin.  How  much  has  been  obligated  to  date  and  for  what 
purpose? 

Mr.  Medley.  Through  March  1994,  about  $1,377,000  has  been 
recorded  as  obligations  for  specific  Pathogen  Reduction  Program 
projects. 

FSIS  has  committed  about  $750,000  for  supplies  and  equipment 
for  conducting  baseline  pathogen  studies  on  meat  and  poultry  prod- 
ucts; $350,000  for  the  inspectors'  clean  meat  training  program;  and 
about  $400,000  for  educational  efforts  toward  consumers  and  the 
food  industry.  The  Agency  also  recently  solicited  contracts  worth 
$2.0  million  for  improved  and  more  rapid  pathogen  detection  meth- 
ods. 

Expenditures  within  the  Agency  for  accomplishment  of  the 
Pathogen  Reduction  Program  are  continuing  and  will  total  $3.6 
million  this  year.  These  include  $360,000  for  training  in  pre-oper- 
ational  sanitation;  $370,000  for  conducting  unannounced  plant  re- 
views; about  $1  million  for  development  of  improved  inspection  sys- 
tems such  as  HACCP  and  new  slaughter  techniques;  and  almost  $2 
million  for  continuing  costs  of  the  baseline  studies. 

Mr.  Durbin.  You  are  requesting  an  additional  $5,966,000  in  fis- 
cal year  1995  to  expand  this  program.  Give  us  a  complete  breakout 
of  how  this  money  will  be  spent. 

Mr.  Medley.  I  will  be  glad  to  provide  a  complete  breakout  of 
planned  spending  for  fiscal  years  1994  and  1995  for  the  record. 

[The  information  follows:] 


929 


FOOD  SAFETY  AND  INSPECTION  SERVICE 

PATHOGEN  REDUCTION  FUNDING 

(Dollars  in  Thousands) 


ACTIVITY 


FY  1994 


FY  1995 


i. 


PRE-  HARVESTPRODUCTI ON  ACTIVITIES 

A.  Animal  ID  and  traceback 

B.  Pathogen  prevention  programs 


II.       DEVELOP  RAPID  METHODS 

A.  Methods  development  research 

B.  Center  of  Excellence  -  UMES 


IL     POST-HARVESTACTIVITIES 

A  Conduct  slaughter  and  processing  research 

JUANTITATIVE  RISK  ASSESSMENT 
A.  Quantitative  Risk  Assessment 


SLAUGHTER  PLANT  ACTI VII 

A.  Expand  microbiological  baseline 

B.  Test  disabled  cows 

C.  Improve  current  slaughter  procedures 

D.  Mandate  record -keeping 

E.  HACCP  micro  monitoring 

F.  Inspector  Training 

VI.  PROCESSING  PLAL 

A.  Improve  current  processing  procedures 

B.  HACCP  micro  monitoring 

C.  Inspector  Training 

VII.  FOOD  SERVICE  AND  RETAIL  ACTIVITIES 

A.  Sponsor  teleconference 

B.  Educate  food  handlers 

C.  Educate  fast  food  chain  employees 

ii1 1 \ MMinnilH 

A.  Intensify  consumer  awareness  campaign 

B.  Expand  food  safety  education 


50 
15 
35 

2,000 

2,000 

0 

500 

500 

0 

0 


2,277 
40 
600 
133 
250 
700 

1,000 

200 

800 

0 

300 
10 

200 
90 

150 

0 

150 


01 

0 

0 

1,250 

1,000 

250 


2,024 

810 
810 

7,303 

4,010 

0 

0 

0 

1,500 

1,793 

1,769 

0 

1,000 

769 

300 


0 
200 
100 


150 
150 
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Mr.  Durbin.  What  is  the  total  cost  of  the  Pathogen  Reduction 
Program? 

Mr.  Medley.  The  total  cost  of  the  Pathogen  Reduction  Program 
for  fiscal  year  1994  is  $8  million.  We  are  requesting  an  additional 
$5.7  million  for  fiscal  year  1995. 

Mr.  Durbin.  What  is  the  time-frame  for  its  implementation? 

Mr.  Medley.  We  are  planning  on  the  full  implementation  of  the 
Pathogen  Reduction  Program  initiatives  in  1998. 

Mr.  Durbin.  Part  of  this  request  is  an  initiative  to  begin  testing 
new  slaughter  and  processing  methods.  Would  you  please  describe 
these  new  methods  in  further  detail. 

Mr.  Medley.  FSIS  is  introducing  microbiological  testing  and 
sampling  procedures  into  in-plant  inspection  activities.  The  pur- 
pose of  these  testing  and  sampling  procedures  is  to  collect 
microbiological  information  that  can  be  used  as  an  adjunct  to  the 
information  collected  through  organoleptic  inspection  procedures. 
There  are  three  phases  to  this  effort.  The  first  is  pre-production 
microbiological  testing.  Before  operations  begin,  FSIS  will  utilize 
microbiological  sampling  in  conjunction  with  visual  pre-operational 
sanitation  inspections.  Simple,  commercially  available  tests  for  in- 
dicator organisms  provide  the  opportunity  to  supplement 
organoleptic  inspection.  These  tests  provide  results  within  24  to  48 
hours.  While  the  tests  cannot  be  used  as  an  immediate  sanitation 
check  nor  as  a  regulatory  tool,  they  can  be  used  to  monitor  a 
plant's  process  control  program  for  sanitation.  FSIS  has  begun  pilot 
tests  of  the  effectiveness  and  adequacy  of  the  commercially  avail- 
able test  in  meat  and  poultry  plants. 

The  second  phase  is  slaughter  production  microbiological  sam- 
pling. In  this  phase,  FSIS  is  looking  at  using  microbiological  sam- 
pling to  conduct  data  analysis  of  the  linkage  between  visual  and 
microbiological  findings  about  carcass  cleanliness.  It  provides  data 
to  track  trends  in  plant  procedures  for  removing  visible  contamina- 
tion from  livestock  and  poultry  carcasses.  FSIS  has  conducted  pre- 
liminary tests  on  critical  control  points  in  cattle  plants  and  results 
from  this  study  are  still  pending. 

The  third  phase  is  processed  products  microbiological  sampling. 
FSIS  is  extending  its  current  microbiological  testing  program  for 
processed,  ready-to-eat  products  to  additional  types  of  products 
that  had  not  been  previously  covered.  This  additional  testing  covers 
cooked,  ready-to-eat  patties  prepared  in  Federal  establishments, 
and  dried,  cured,  or  fermented  sausages  prepared  in  Federal  estab- 
lishments. 

For  all  these  efforts,  FSIS  anticipates  that  several  program  bene- 
fits will  accrue.  The  in-plant  inspection  work  force  will  be  intro- 
duced to  microbiological  principles  and  basic  technologies;  that 
FSIS  sampling  activities  will  stimulate  industry  efforts  to  expand 
microbiological  sampling;  and  that  practical  experience  and  real 
world  data  will  become  available  to  the  agency  for  its  future 
HACCP  efforts. 

MICROBIOLOGICAL  BASELINE  STUDY 

Mr.  Durbin.  The  Agency  began  conducting  a  microbiological 
baseline  study  on  steers  and  heifers  in  1992.  The  purpose  of  this 
study  was  to  develop  a  baseline  of  pathogens  which  exist  under  the 
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current  inspection  system.  Any  changes  to  the  existing  system  had 
to  at  least  meet  these  levels  or  improve  upon  them.  What  is  the 
status  of  the  original  study? 

Mr.  Medley.  The  final  report,  "Nationwide  Beef  Microbiological 
Baseline  Data  Collection  Program:  Steer  and  Heifers",  was  com- 
pleted and  distributed  in  January  1994. 

Mr.  Durbin.  Is  there  a  baseline  now  established  for  steers  and 
heifers? 

Mr.  Medley.  Yes.  Data  is  now  available  to  which  data  from  fu- 
ture studies  can  be  compared. 

Mr.  Durbin.  Has  the  purpose  of  this  study  changed?  If  so,  please 
tell  us  how. 

Mr.  Medley.  The  purpose  of  the  study  to  establish  a 
microbiological  baseline  remains  unchanged. 

Mr.  Durbin.  You  plan  to  expand  these  studies  in  fiscal  year  1995 
to  include  additional  products.  What  products  do  you  plan  to  in- 
clude? 

Mr.  Medley.  In  fiscal  year  1994,  the  baseline  studies  were  ex- 
panded to  cows  and  bulls,  and  a  similar  study  was  begun  in  broiler 
chickens.  A  similar  study  is  planned  for  market  hogs,  but  probably 
will  not  begin  until  fiscal  year  1995,  when  the  cow/bull  study  ends 

REDUCTION  IN  FEDERAL  EMPLOYMENT 

Mr.  Durbin.  I'm  a  little  unclear  on  a  couple  of  items  in  your 
budget  request.  You  are  proposing  to  reduce  non-inspection  posi- 
tions by  61.  This  is  in  support  of  the  President's  Executive  Order 
mandating  a  reduction  in  Federal  employment.  The  justification 
goes  on  to  state  that  you  will  be  working  with  other  marketing  and 
inspection  agencies  to  evaluate  whether  "additional"  offices  could 
be  closed,  consolidated,  or  co-located.  Does  this  mean  you  are  in  the 
process  of  closing  some  offices? 

Mr.  Medley.  We  are  going  to  accomplish  the  reduction  of  61  non- 
inspection  positions  through  administrative  efficiencies.  A  number 
of  these  efficiencies  have  already  been  implemented  and  others  are 
being  considered,  including  the  possibility  of  closing  or  consolidat- 
ing field  offices. 

At  this  time,  we  are  conducting  a  review  of  all  of  our  field  offices 
to  identify  where  adjustments  and  consolidations  may  be  made.  On 
April  1,  1994,  I  asked  the  Deputy  Administrators  to  look  at  their 
respective  field  structures  and  determine  where  changes  could  be 
made.  There  are  four  key  factors  that  are  being  considered  in  this 
review.  The  first  factor  for  consideration  is  the  consolidation  of 
functions  and  offices.  I  have  asked  that  the  Deputy  Administrators 
review  all  field  offices  for  possible  closure  or  co-location  with  other 
agencies  and  programs.  This  will  consolidate  Agency  functions  and 
promote  a  more  efficient  and  effective  way  of  carrying  out  the 
Agency's  business.  The  second  factor  that  we  are  reviewing  is  our 
efficiency.  We  are  exploring  all  opportunities  for  office  consolidation 
and  co-location  in  order  to  make  better  use  of  our  available  mone- 
tary and  human  resources.  This  will  allow  us  to  comply  with  man- 
dated administrative  cost  reductions  and  should  result  in  a  cost 
savings.  In  addition,  to  comply  with  mandated  staff  reductions,  I 
have  asked  that  each  Deputy  Administrator  carefully  review  their 
staff  requirements,  especially  those  positions  at  the  SES,  GS-15, 
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and  GS-14  levels.  Finally,  we  are  examining  ways  to  improve  the 
supervisor-to-employee  ratio  by  increasing  the  supervisory  span  of 
control.  The  scheduled  completion  of  this  review  is  August  1994. 
After  the  review  has  been  completed,  we  will  then  proceed  with 
streamlining  our  field  offices. 

ADMINISTRATIVE  EFFICIENCIES 

Mr.  Durbin.  Also,  your  budget  request  includes  a  reduction  of 
$1,464,000  for  administrative  efficiencies  by  consolidating  the  ad- 
ministrative functions  of  APHIS,  AMS,  and  FSIS  into  four  Centers 
of  Excellence.  As  I  understand  it  your  agency  would  be  responsible 
for  providing  personnel  functions,  APHIS  would  be  responsible  for 
providing  administrative  functions,  and  AMS  would  be  responsible 
for  providing  both  information  resources  and  financial  management 
functions.  Is  this  proposal  based  on  the  Secretary's  reorganization 
plan? 

Mr.  Medley.  The  proposal  that  you  are  referring  to  is  part  of 
Secretary  Espy's  effort  to  support  Vice  President  Gore's  National 
Performance  Review  for  streamlining  government.  Secretary  Espy 
has  expressed  his  support  for  streamlining  government  within 
USDA  and  is  taking  the  steps  necessary  to  consolidate  and  improve 
the  efficiency  of  USDA's  administrative  activities.  No  final  decision 
will  be  made  regarding  the  Secretary's  reorganization  of  the  food 
safety  functions  of  USDA  until  provisions  of  the  reorganization 
bills  currently  before  Congress  are  final. 

Mr.  Durbin.  What  happens  to  these  savings  if  the  Secretary's 
plan  is  not  approved  by  Congress  or  is  not  in  place  by  next  year? 

Mr.  Medley.  There  are  several  bills  before  Congress  that  would 
create  a  single  food  safety  agency,  thereby  mandating  that  all  ad- 
ministrative functions  be  reorganized  and  streamlined  within  the 
confines  of  that  consolidation.  The  Department  is  currently  waiting 
to  see  what  will  be  approved  before  proceeding  with  administrative 
consolidation.  In  the  meantime,  steps  are  being  taken  to  reduce  ad- 
ministrative costs  wherever  possible  within  the  current  Agency 
structure  to  meet  the  savings  targets. 

reorganization 

Mr.  Durbin.  Mr.  Medley,  for  the  record,  describe  how  the  Sec- 
retary's reorganization  plan  affects  your  agency. 

Mr.  Medley.  The  Secretary's  reorganization  plan  shows  no 
changes  in  the  makeup  or  mission  of  the  Food  Safety  and  Inspec- 
tion Service. 

LABORATORY  ACCREDITATION 

Mr.  Durbin.  Last  year,  Congress  gave  the  agency  the  authority 
to  retain  funds  from  fees  collected  for  lab  accreditations.  These  fees 
are  authorized  by  section  1017  of  the  Food,  Agriculture,  Conserva- 
tion, and  Trade  Act  Amendments  of  1991.  What  is  the  status  of  the 
lab  accreditation  program? 

Mr.  Medley.  The  Final  Rule  for  the  FSIS  Accredited  Laboratory 
Program  was  published  in  the  Federal  Register  on  December  13, 
1993  9  CFR  Part  318  et  al.  The  program  has  been  up  and  running 
since  December  1993.  As  of  April  15,  1994,  there  were  141  accred- 
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ited  laboratories  with  180  testing  accreditations  for  the  following 
analysis:  127  Food  Chemistry,  24  Chlorinated  Hydrocarbons,  17 
Polychlorinated  Biphenyls,  two  Arsenic,  seven  Sulfonamides,  and 
three  Nitrosamines. 

Mr.  Durbin.  Are  fees  being  charged  and  collected? 

Mr.  Medley.  Fees  are  being  charged  and  collected  at  the  time 
that  an  application  is  submitted  to  FSIS. 

Mr.  Durbin.  What  is  the  cost  per  accreditation? 

Mr.  Medley.  The  fee  is  $3,500  per  annual  accreditation. 

Mr.  Durbin.  If  a  lab  provides  more  than  one  service  to  your 
agency,  does  that  lab  pay  a  single  accreditation  fee  or  a  fee  per 
service  provided? 

Mr.  Medley.  The  laboratories  are  charged  $3,500  per  accredita- 
tion. FSIS  offers  accreditations  in  Food  Chemistry,  Chlorinated  Hy- 
drocarbons, Polychlorinated  Biphenyls,  Arsenic,  Sulfonamides,  and 
Nitrosamines.  Therefore,  a  laboratory  may  pay  more  than  one  ac- 
creditation fee. 

Mr.  Durbin.  What  is  the  amount  that  has  been  collected  so  far 
in  fiscal  year  1994? 

Mr.  Medley.  As  of  April  12,  1994,  FSIS  has  collected  $630,000 
in  lab  accreditation  fees. 

Mr.  Durbin.  What  are  the  estimates  for  the  rest  of  the  fiscal 
year? 

Mr.  Medley.  FSIS  continues  to  receive  inquiries  and  applications 
for  accreditation.  Though  interest  is  expected  to  continue,  we  do 
not  expect  it  to  approach  the  more  than  300  accreditations  that 
were  processed  each  year  before  the  fee  was  established. 

Mr.  Durbin.  Provide  a  table  showing  a  total  number  of  labs  that 
were  accredited  in  fiscal  years  1990  through  1993,  and  estimates 
for  fiscal  year  1994.  Also  include  in  the  table  the  cost  to  your  agen- 
cy to  provide  these  accreditations. 

Mr.  Medley.  The  estimated  revenue  for  the  fiscal  year  1994  user 
fee  program  is  $630,000.  I  will  be  happy  to  provide  a  table  for  the 
record  showing  the  number  of  laboratories  that  were  accredited, 
the  number  of  accreditations  and  the  associated  cost  for  fiscal  years 
1990  through  1994. 

[The  information  follows:] 

ACCREDITED  LABORATORIES 

[Dollars  in  thousands] 


1990 

1991 

1992 

1993 

1994 
(thru 
April) 

Accredited  laboratories 

265 

227 

292 

$926 

231 

313 

$1,024 

243 

323 

$1,091 

141 

Number  of  accreditations  

297 

180 

Cost 

$902 

$630 

Mr.  Durbin.  What  effect  has  the  collection  of  user  fees  had  on 
the  number  of  accreditations  performed? 

Mr.  Medley.  In  December  1993,  before  the  user  fee,  there  were 
323  accreditations.  Presently  there  are  180  accreditations. 
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OTHER  SERVICES 

Mr.  Durbin.  Why  does  object  class  25,  other  services,  increase 
from  $13.7  million  in  fiscal  year  1993  to  an  estimated  level  of  $22.8 
million  in  fiscal  year  1995? 

Mr.  Medley.  The  increase  in  object  class  25  from  fiscal  year 
1993  to  fiscal  year  1995  is  principally  associated  with  the  expan- 
sion of  the  Pathogen  Reduction  Program. 

Mr.  Durbin.  Please  provide  a  breakout  of  this  object  class  for  fis- 
cal years  1993  through  1995. 

Mr.  Medley.  I  will  be  happy  to  provide  that  information  for  the 
record. 

[The  information  follows:] 

OBJECT  CLASS  25 

[In  millions  of  dollars] 

Fiscal  year — 


Housekeeping  service  contracts: 

Central  payroll  and  accounting  (NFC) 

Agreements  with  ARS  for  Laboratory  Space  and  Services 

Central  Departmental  Services  

Equipment  and  Space  Maintenance 

Data  processing  

FSIS  Central  Services 

Subtotal  

Support  service  contracts: 

Food  chemistry  tests 

Chlorinated  hydrocarbons  analysis 

Sulfonamide  Analysis 

Cross  Utilization  Agreements  with  states  and  other  agencies 

Technical  Training 

Texas  A&M  Training  

Data  services  and  reimbursable  agreements 

Subtotal  

Project  studies: 

Develop  rapid  tests  for  field  use 

Develop  new  techniques  in  pesticide  and  residue  testing 

Research  in  microbial  contamination  in  meat  and  poultry 

Studies  for  inspection  program  development 

Subtotal  

Total  object  class  25 13.7         20.8         22.8 

INTEREST  AND  DIVIDENDS 

Mr.  Durbin.  Object  class  43,  interest  and  dividends,  almost  dou- 
bles in  fiscal  years  1994  and  1995  compared  to  fiscal  year  1993. 
What  is  the  reason  for  this  increase? 

Mr.  Medley.  Object  class  43  is  primarily  interest  payments  to 
vendors  for  failure  to  process  timely  payments  of  invoices  as  re- 
quired by  the  Prompt  Payment  Act.  This  is  not  predictable  and  the 
figures  for  fiscal  years  1994  and  1995  are  simply  estimates  rounded 
to  the  nearest  thousand  dollars,  which  in  this  case  is  one  thousand 
dollars. 


1993 

1994 

1995 

2.7 

2.7 

2.9 

1.5 

1.3 

1.3 

.8 

.7 

.8 

.8 

1.1 

1.1 

.2 

.2 

.2 

.4 

.4 

.5 

6.4 

6.4 

6.8 

1.3 

1.4 

1.6 

.4 

.3 

.3 

.4 

.4 

.3 

.4 

.5 

.6 

.5 

.6 

.7 

2.7 

2.4 

2.7 

.4 

.6 

.6 

6.1 

6.2 

6.8 

.2 

.2 

.2 

.2 

.2 

.2 

.4 

7.3 

8.2 

.4 

.5 

.6 

1.2 

82 

9.2 

935 


TRANSFERS 


Mr.  Durbin.  Have  there  been  any  transfers  so  far  this  fiscal 


year? 

Mr.  Medley.  There  have  been  no  transfers  in  the  appropriation 
for  fiscal  year  1994. 

EXEMPT  PLANTS 

Mr.  Durbin.  The  number  of  slaughter  and/or  processing  plants 
in  States  and  territories  with  cooperative  agreements  is  estimated 
to  be  2,890  in  fiscal  year  1995.  This  number  excludes  exempt 
plants.  Give  us  an  example  of  an  exempt  plant. 

Mr.  Medley.  Exempt  plants  are  establishments  that  slaughter 
livestock  for  the  exclusive  use  by  the  owner  of  the  livestock,  mem- 
bers of  the  owner's  household,  and  nonpaying  guests.  Inspection  of 
this  product  is  not  required. 

Mr.  Durbin.  How  many  exempt  plants  are  there? 

Mr.  Medley.  There  are  approximately  1,240  exempt  plants  na- 
tionwide. 

HAZARDOUS  PRODUCT  DETENTIONS 

Mr.  Durbin.  Thirteen  million  pounds  of  hazardous  product  was 
detained  in  fiscal  year  1993.  It  is  anticipated  that  this  amount  will 
increase  to  18  million  pounds  by  fiscal  year  1995.  Describe  what 
constitutes  a  hazardous  product  detention  and  tell  us  why  you  ex- 
pect an  increase  in  detentions  over  the  next  two  years. 

Mr.  Medley.  The  Federal  Meat  Inspection  Act  and  the  Poultry 
Products  Inspection  Act  provide  the  authority  to  detain  meat  and 
poultry  products  when  there  is  reason  to  believe  that  such  products 
are  adulterated  or  misbranded,  have  not  been  Federally  or  State 
inspected,  or  have  been  or  are  intended  to  be  distributed  in  viola- 
tion of  these  Acts. 

To  some  degree,  the  number  of  pounds  of  product  detained  each 
year  is  episodic  in  nature.  For  instance,  in  fiscal  year  1992  over  85 
million  pounds  of  product  were  detained.  Two  single  detentions 
represented  70  million  pounds  of  product.  The  18  million  pound 
projection  is  based  on  the  average  number  of  pounds  of  product 
that  have  been  detained  over  the  last  several  years,  excluding  any 
very  unusual  detentions  such  as  what  occurred  in  fiscal  year  1992. 

LABORATORY  SAMPLES 

Mr.  Durbin.  The  number  of  food  microbiology  lab  samples  ana- 
lyzed is  expected  to  increase  by  300,000  in  fiscal  year  1995  com- 
pared to  fiscal  year  1994.  Will  these  samples  be  analyzed  in-house 
or  will  the  analyses  be  contracted  out? 

Mr.  Medley.  This  is  an  estimate  of  the  number  of  samples  to  be 
drawn  as  part  of  an  in-plant  testing  procedure  that  is  under  devel- 
opment for  detection  of  microbiological  contamination.  All  of  the 
tests  will  be  conducted  in-house. 

Mr.  Durbin.  With  the  emphasis  being  placed  on  pathogen  reduc- 
tion, why  aren't  the  number  of  pathogen  lab  samples  analyzed  pro- 
jected to  increase  in  fiscal  year  1995? 

Mr.  Medley.  Laboratory  tests  associated  with  pathogen  detection 
are  increasing  and  are  shown  in  our  workload  tables  in  the  number 
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of  microbiological  samples.  This  is  the  300,000  increase  of  which  we 
were  just  speaking.  Pathology  samples,  which  are  histopathological 
tissue  samples  used  to  detect  animal  disease  do  not  show  an  in- 
crease in  fiscal  year  1995.  This  activity  does  not  detect  human 
pathogens. 

GAO  AND  OIG  REPORTS 

Mr.  Durbin.  Provide  a  complete  status  of  all  GAO  and  OIG  re- 
ports that  are  pending. 
Mr.  Medley.  I  will  provide  that  information  for  the  record. 
[The  information  follows:] 

OIG  Reports 

1.  Monitoring  of  Drug  Residues,  OIG  #24600- 1-At,  Issued  9/30/91. 

This  audit  was  conducted  to  evaluate  the  adequacy  of  national  office  policies  and 
procedures  for  the  selection  of  drugs  and  the  use  of  in-plant  tests  included  in  the 
National  Residue  Program,  and  to  evaluate  FSIS'  policy  on  Unidentifiable  Microbial 
Inhibitions  (UMI's)  and  Unidentified  Analytical  Response  (UAR's)  and  determine 
the  adequacy  of  actions  taken  for  reported  UMI's  and  UAR's. 

The  National  Residue  Program  conducted  by  the  Agency  has  been  highly  success- 
ful in  reducing  the  occurrence  of  animal  drug  and  pesticide  contaminations.  How- 
ever, the  Agency  agreed  generally  with  the  auditors'  recommendations  to  improve 
documentation  of  procedures  and  decisionmaking. 

Final  action  on  this  audit  will  be  complete  with  the  issuance  of  FSIS  Directive 
10,012.1,  Unidentifiable  Microbial  Inhibition,  (expected  May  1,  1994),  and  with  the 
phase-in  of  the  revised  swine  sulfa  surveillance  program  which  is  scheduled  for  May 
1994. 

2.  Labeling  Policies  and  Approvals,  OIG  #24099-5-At,  Issued  6/23/90. 

OIG  identified  deficiencies  in  the  Label  Approval  Process,  inadequate  verification 
and  enforcement  of  health  and  nutrition-related  claims,  and  inconsistencies  in 
classifying,  labeling,  and  inspecting  nonamenable  product. 

FSIS  is  examining  options  for  improving  the  efficiency  and  effectiveness  of  the 
prior  labeling  approval  process.  Final  nutrition  labeling  regulations  were  published 
in  January  1993,  and  proposed  health  claim  regulations  are  under  development. 
Planned  completion  of  these  initiatives  is  September  30,  1994. 

3.  FSIS  Exporting  Procedures,  OIG  #24097- 1-At,  Issued  2/5/87. 

The  audit  recommended  that  FSIS  issue  regulations  to  govern  the  Acceptable 
Quality  Level  Program  for  all  classes  of  poultry  expected  to  remain  subject  to  Direc- 
tive 918.1,  "Poultry  Carcass  Inspection  Program." 

FSIS  plans  to  replace  all  poultry  Acceptable  Quality  Level  standards  with  Fin- 
ished Product  Standards.  Planned  completion  of  this  initiative  is  May  1,  1994. 

GAO  Reports 
None  pending. 

Mr.  Durbin.  Also,  provide  a  brief  description  of  all  reports  done 
in  fiscal  year  1993  including  who  asked  for  the  report  and  what  the 
findings  and  recommendations  were. 

Mr.  Medley.  I  will  be  happy  to  provide  that  information  for  the 
record. 

[The  information  follows:] 

GAO  Reports 

Food  Safety:  Building  a  Scientific  Risk-Based  Meat  and  Poultry  Inspection  Sys- 
tem, GAO/TRCED-93-22,  Issued  3/16-93.  Requester:  Chairman,  Committee  on  Gov- 
ernment Operations.  GAO  found  that  the  Federal  food  safety  inspection  system  was 
inconsistent,  inefficient,  and  unable  to  adjust  to  changing  public  health  risks.  GAO 
recommended  that  a  uniform,  risk-based  inspection  system  be  established,  pref- 
erably under  the  direction  of  single  agency. 

OIG  Reports 
None  in  fiscal  year  1993. 
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FEDERAL-STATE  COOPERATION 

Mr.  Durbin.  In  fiscal  year  1993,  a  committee  was  established  be- 
tween FSIS  and  State  inspection  programs  to  promote  cooperation. 
Has  there  been  a  problem  in  the  past? 

Mr.  Medley.  There  have  not  been  specific  or  systemic  problems 
in  the  past.  However,  we  are  continuously  improving  the  coordina- 
tion of  food  safety  activities.  Oversight  of  the  Cooperative  Inspec- 
tion Programs  involves  the  coordination  and  interface  of  Federal  of- 
ficials with  officials  from  cooperating  States.  Coordination  efforts 
should  be  enhanced  by  placing  a  higher  priority  on  working  with 
State  officials  on  issues  of  interest  and  mutual  concern.  To  accom- 
plish this,  a  committee  which  meets  twice  a  year  was  formed  to  en- 
gage program  officials  in  dialogue  to  ensure  that  State  officials 
maintain  an  awareness  of  federal  requirements  and  that  federal  of- 
ficials are  sensitive  to  the  needs  and  desires  of  State  officials. 

Mr.  Durbin.  What  has  resulted  from  meetings  that  occurred  in 
fiscal  year  1993? 

Mr.  Medley.  The  design  and  methodology  for  initiating 
microbiological  monitoring  in  State  programs  was  developed  by  the 
committee,  and  is  currently  in  place.  The  time-frame  for  completing 
such  a  project  was  shortened  considerably  compared  to  similar  ini- 
tiatives in  the  past.  As  a  result  of  the  bilateral  effort,  implementa- 
tion has  been  very  smooth  and  readily  accepted. 

PERFORMANCE  BASED  INSPECTION  SYSTEM 

Mr.  Durbin.  The  Performance  Based  Inspection  System,  PBIS,  is 
a  computer  based  system  for  organizing  inspection  requirements, 
scheduling  inspection  activities,  and  keeping  a  record  of  findings. 
Pilot  programs  were  initiated  in  fiscal  year  1993  to  collect  informa- 
tion on  inspector  workload  and  performance  to  determine  the  fea- 
sibility of  using  the  system  in  establishing  staffing  and  grade  levels 
in  Federally  inspected  plants.  What  were  the  results  of  these  pilot 
programs? 

Mr.  Medley.  The  collection  of  data  on  the  Performance  Based  In- 
spection System,  PBIS,  to  determine  inspection  workload  and  clas- 
sification, is  not  yet  completed.  Other  funding  priorities  have  tem- 
porarily put  the  project  on  hold.  It  is  expected  that  the  project  will 
be  restarted  in  fiscal  year  1995  and  will  provide  additional  infor- 
mation. 

Mr.  Durbin.  Will  it  provide  savings  associated  with  staff  or  fund- 
ing? 

Mr.  Medley.  We  do  not  anticipate  any  significant  impact  on 
costs  or  staffing. 

Mr.  Durbin.  How  will  it  improve  inspections? 

Mr.  Medley.  If  successfully  implemented,  the  system  will  enable 
us  to  better  determine  workload  requirements  and  direct  our  in- 
spection resources  into  areas  where  they  may  be  most  effectively 
utilized. 

Mr.  Durbin.  The  Agency  has  conducted  two  studies  of  the  PBIS 
system  to  identify  and  prioritize  enhancements  for  the  system.  The 
results  of  the  PBIS  Enhancement  Survey  were  being  evaluated  for 
ways  to  improve  the  inspection  assignment  system.  The  Data  Qual- 


938 

ity  Study  was  done  to  identify  potential  causes  of  inaccurate  data. 
What  were  the  results  of  both  studies? 

Mr.  Medley.  The  results  of  the  Performance  Based  Inspection 
System  Enhancement  Survey  indicated  that  a  high  level  of  overall 
satisfaction  exists  with  the  system.  Among  users  of  Performance 
Based  Inspection  System  approximately  88  percent  of  the  man- 
agers and  71  percent  of  the  inspectors  responded  as  being  com- 
pletely or  somewhat  satisfied  with  how  the  Performance  Based  In- 
spection System  is  presently  functioning.  The  most  frequently  re- 
quested future  enhancements  include:  additional  correlation  on  the 
Progressive  Enforcement  Action  Directive;  guidelines  to  assist  man- 
agers on  decisions  regarding  appeals;  criteria  for  classifying  labora- 
tory reports  as  well  as  correlation  of  inspector  findings  and  feed- 
back for  review  under  Performance  Based  Inspection  System;  pro- 
cedures for  switching  rules;  and  updating  monitoring  plans.  The 
most  frequently  written  comments  concerned  developing  methods 
to  assist  management  in  making  inspection  decisions. 

The  results  of  the  Data  Quality  Study  have  been  analyzed  and 
we  are  preparing  a  series  of  recommendations  based  upon  the  find- 
ings of  the  study  to  further  improve  the  quality  of  the  data  in  Per- 
formance Based  Inspection  System. 

Mr.  Durbin.  What  changes  have  been  made  to  the  system  as  a 
result  of  these  studies? 

Mr.  Medley.  The  Performance  Based  Inspection  System  En- 
hancement Survey  results  led  to  the  examination  of  alternatives  to 
make  processing  inspection  more  efficient  and  recommendations 
dealing  with  issues  such  as  staffing,  export  duties,  and  regulatory 
review.  This  effort  resulted  in  a  directive  addressing  export  func- 
tions and  a  review  of  regulations  for  their  applicability. 

In  response  to  comments  on  the  Management  Information  Sys- 
tem with  the  Performance  Based  Inspection  System;  the  Exception 
Report,  a  tool  for  identifying  problem  plants,  was  piloted  and  re- 
leased during  1993.  The  Performance  Based  Inspection  System  por- 
tion of  the  Management  Information  System  has  been  targeted  for 
priority  review  and  implementation  of  improvements  in  the  data 
entry  and  functional  portions  of  the  automated  system.  This  effort 
includes  the  review  of  all  Management  Information  System  reports 
and  a  change  in  the  way  inspector  assignments  are  determined;  re- 
placing the  average  weighted  score  with  a  more  statistically  sound 
measurement. 

PRE-OPERATIONAL  SANITATION 

Mr.  Durbin.  Your  agency  has  been  developing  a  pre-operational 
sanitation  program  for  red  meat  slaughter  plants.  Describe  in  fur- 
ther detail  what  this  program  is  and  tell  us  why  it  only  covers  red 
meat  slaughter  plants. 

Mr.  Medley.  The  pre-operational  and  operational  sanitation  in- 
spection program  is  a  system  based  on  procedures  that  provide 
greater  uniformity  in  conducting  "pre-op"  sanitation  inspection  by 
identifying  areas  and  units  for  random  and  biased  sample  monitor- 
ing. A  unit,  a  predefined  space  within  a  plant,  takes  approximately 
one  minute  to  inspect.  An  area  is  rejected  when  two  units  are 
found  unacceptable  during  the  initial  inspection  or  a  combination 
of  one  rejected  unit  found  during  initial  inspection  and  another 
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while  examining  the  expanded  sample.  Sanitation  is  the  respon- 
sibility of  plant  management  which  must  present  a  clean  establish- 
ment before  the  start  of  operations.  Pre-operational  sanitation  in- 
spection is  to  be  conducted  daily  by  the  inspectors  in  Federal  meat 
and  poultry  establishments. 

Pre-operational  sanitation  inspection  was  implemented  in  all 
poultry  slaughter  plants  in  1987.  A  "dry  run"  was  conducted  in 
meat  slaughter  plants  from  February  6,  1994  through  March  5, 
1994,  but  full  implementation  was  suspended  on  March  6,  1994. 
Work  on  proposed  policies  and  procedures  for  pre-op  sanitation  in 
meat  slaughter  plants  is  continuing  and  it  is  expected  that  final 
implementation  of  pre-op  sanitation  in  meat  slaughter  plants  will 
occur  in  the  near  future. 

MICROBIOLOGICAL  TEST  KITS 

Mr.  Durbin.  Pilot  testing  for  four  microbiological  test  kits  were 
started  in  January  of  this  year.  Please  briefly  describe  how  each 
test  kit  operates. 

Mr.  Medley.  The  four  microbiological  tests  included  two  swab 
and  two  contact  kits  designed  for  easy  application.  One  swab  meas- 
ures a  standard  plate  count  (Millipore  SPC)  and  the  other  swab 
measures  coliform  (Millipore  coli).  The  contact  kits  include  a  Rodac 
contact  plate  and  a  Diversey  test  strip.  For  the  swab  kits,  the 
swabs  are  brushed  over  the  equipment  and  then  placed  into  a  buff- 
er solution.  The  microorganisms  are  dislodged  by  shaking,  and  one 
milliliter  of  solution  is  incubated.  For  the  contact  kits,  both  are 
jressed  onto  the  equipment  surface  and  then  incubated  without  di- 
ution.  After  incubation,  the  colony  forming  units  are  counted.  All 
tits  require  48  hours  of  incubation  except  the  Millipore  coli  which 
requires  24  hours  of  incubation. 

Mr.  Durbin.  When  can  we  expect  the  results  from  the  pilots? 

Mr.  Medley.  The  field  test  was  conducted  in  November  and  De- 
cember of  1993.  Ten  Federal  slaughter  establishments — four  poul- 
try and  six  red  meat — were  included.  The  field  test  was  designed 
to  generate  information  for  narrowing  the  scope  of  a  broad-scale, 
pilot  study.  Based  on  preliminary  results,  the  Millipore  SPC  and 
the  Rodac  contact  plate  provided  the  most  useful  information.  A 
pilot  study  is  now  being  developed  to  test  these  two  kits.  Additional 
off  the  shelf  kits  will  also  be  tested,  but  on  a  more  limited  basis. 
The  pilot  study  is  expected  to  begin  in  May  1994  and  continue  for 
up  to  one  year.  Throughout  the  year,  additional  slaughter  estab- 
lishments will  be  added. 

TRANSGENIC  FOOD  ANIMALS 

Mr.  Durbin.  What  is  the  Agency's  policy  on  the  slaughter  of 
transgenic  food  animals? 

Mr.  Medley.  USDA's  Coordinated  Framework  for  the  Regulation 
of  Biotechnology  titled  "Final  Policy  Statement  for  Research  and 
Regulation  of  Biotechnology  Processes  and  Products"  states  the  De- 
partment's intention  to  regulate  foods  produced  by  new  methods, 
such  as  recombinant  DNA  techniques,  within  existing  regulations. 
Using  this  Final  Policy  document  and  the  Experimental  Animal 
Regulations  as  the  basis,  FSIS  has  formulated  its  policy  and  guide- 
lines for  the  slaughter  of  food  animals  resulting  from  transgenic 
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animal  ..experiments  with  the  approval  of  the  Agricultural  Bio- 
technology Research  Advisory  Committee. 

On  December  27,  1991,  FSIS  published  a  Notice  entitled  "Live- 
stock and  Poultry  Connected  with  Biotechnology  Research."  This 
notice  announced  the  availability  of  the  document  "Decision  Cri- 
teria for  the  Evaluation  of  Nontransgenic  Animals  from  Transgenic 
Research." 

On  March  17,  1994,  FSIS  published  a  Federal  Register  Notice 
entitled  "Update  on  Livestock  and  Poultry  Connected  with  Bio- 
technology Research."  This  notice  informs  the  public  of  the  avail- 
ability of  a  document  "Points  to  Consider  in  the  Slaughter  of 
Transgenic  Animals  from  Transgenic  Animal  Research." 

In  accordance  with  these  notices,  slaughter  of  animals  resulting 
from  transgenic  animal  research  is  now  permitted  by  FSIS. 

Mr.  Durbin.  In  June  of  last  year  the  Agriculture  Biotechnology 
Research  Advisory  Committee  met  to  discuss  the  findings  of  the 
Transgenic  Working  Group  and  finalize  recommendations  to  your 
agency.  What  were  these  recommendations  and  what  is  your  agen- 
cy doing  with  them? 

Mr.  Medley.  I  will  be  glad  to  provide  you  with  copies  of  the  rec- 
ommendations from  the  Transgenic  Animal  Working  Group  and  the 
Agricultural  Biotechnology  Research  Advisory  Committee 
(ABRAC).  FSIS  has  incorporated  the  ABRAC  recommendations  in 
formulating  the  "Points  to  Consider  in  the  Slaughter  of  Transgenic 
Animals  from  Transgenic  Animal  Research,"  the  availability  of 
which  was  announced  in  a  Federal  Register  Notice  dated  March  17, 
1994,  titled  "Update  on  Livestock  and  Poultry  Connected  with  Bio- 
technology Research." 

[Clerk's  note. — A  copy  of  the  recommendations  are  retained  in 
Committee  files.] 

Mr.  Durbin.  Is  there  a  large  number  of  animals  slaughtered  for 
human  consumption  that  have  been  genetically  altered? 

Mr.  Medley.  FSIS  has  not  approved  any  transgenic  livestock  for 
slaughter.  Guidelines  have  been  developed  for  animals  resulting 
from  transgenic  research  only.  No  guidelines  have  been  developed 
for  commercial  transgenic  animals. 

MEAT  AND  POULTRY  IMPORTS 

Mr.  Durbin.  How  many  countries  are  eligible  to  export  to  the 
U.S.?  Please  provide  a  list  of  these  countries  as  well  as  the  type 
and  amount  of  product,  in  both  dollars  and  poundage,  that  was  im- 
ported in  fiscal  year  1993. 

Mr.  Medley.  In  1993  there  were  42  countries  eligible  to  export 
to  the  U.S.  However,  only  32  of  these  countries  actually  did  so. 
While  the  dollar  values  for  imported  meat  and  poultry  products  are 
not  available,  I  will  be  happy  to  provide  type  and  volume  of  product 
information  on  imports  by  country  for  the  record. 

[The  information  follows:] 


941 


^5 


3**J     C3     «=»     !"">     ***> 
II1)  ■*-        "-» 


— a    ^    <=»    t> 


.j 

ca 

.J 

rj 

-«: 

.:■ 

I» 

*.- 1 

*? 

J 

'u 

--'j 

.3 

o^ 

u: 

—i 

1 — 

•"3 

-3 

•■-i 

Jj 

*— 

^t 

._) 

ss 

•1 

-j 

ll_ 

S> 

i 

.=» 

>^» 

-* 

i  -j 

«E 

-i 

J 

c» 

r- 

ra 

-« 

:"J 


•  ^   — *  «^9  <=>  r*- 


■-    -^>  -^ 


^»     ^3     -J    -l»    *^ 


73  ca  -» 

3  <I 


tl3     JS"     i^»     •-;»     ^T     C3j     — —     .-j     ".^ 


O     O    O     A 


cj  .-* 


o  — 


C3>     SJ     *iP     t-O     *-*     iS3 


vj     —     C3    0» 

--    C3 


■*0  <r  *-J 

_-  io  rj 


-r    i-    £3    j-) 


,i"i  ni  s»  e»  e»  «a  i 


1    1 


ca  e»  ro  o 


o    o   o 


ca    _>     ^j.     r- 


ac    <r  <c 


<C    ZD    _J    <t 


C    o-  .■     *     t.J    ^. 


§§ 

o 


<c    <x    ■»  < 


« t  -x  -;  *-r  -,->  «u.  ij. 
'.3  w  £  r.  i  4  *  t 
t)  U   O    r<   Ik    U_    O  L9 


C    Of    ^£   Of    Z 


-  r     <[      u     uj     >-     ;: 
•a   o«_i    i   — »«t    — i«r.' 

oo^uo;toi-<i 

x     I     I     W     M    M     M     H 


i  i*_         =. 


Z       O-       I-kT     CO      (  ->      LO      LO       -->  I— 


942 


•J     —    ..1 


—  —  03 


-J 

U 

,_ 

"*, 

-s 

•c 

D 

.> 

■it 

-J 

jj 

'J 

..■"J 

Q£ 

3K 

.;:> 

rc 

■  5 

.— 

n 

-c 

■> 

u 

■■  :> 

o~ 

v  J 

■3 

T 

*-r 

U 

55 

'■•' 

.    O 

-- ■ 

O     ^     .y     o 


— ■     ^>     *_>     .1^     C3     T3     .^3 


■*r  el 


ti»     <=3    ^^     iiD      J") 


—  -1 


-D      T3      3T 


; -^ 

o 

3 

o 

r-1 

1- 

1-3 

»** 

•  T 

■- j 

-r 

J 

i  J 

•■-> 

r^ 

^ 

„. 

:3 

-O 

1  ~ 

SJ 

■  ■o 

!>■ 

■v  -— •  C9 


U3    S9    C9    C»    i 


—  UT 


_•         ir 


•  •-.:■■.-' 


«3     >»    C9    C9 


i-J     CM  ~- 


._»     »     .^     --- 


DOOeCSeoe 


i— *  -a. 


uj   ►—  t.n  r^t  <r  <r  •— 

is   iji  ..j  *x  -ii  c?  tn 

c.    D  Li  a;  <C  i>.  C2 

<I    <I  A  tt  U  U  U 


<t  i-5  -Jk    <£  <t 

__■  to  ^r  <i   _j  =5  <i 

—          >-  <t  <t  ti  :—  d  t=i                            i  «r  cs  .ex  ••-« 

z  i».'  2  a:  a  if  oc  z  z  J               o  o^  uj  <r  q  m  ? 

<r    *— >   <f    «j-»  rr-  ^r<r*cuj>-~r"— Jtjjr-joeirsrijj     " 

_j=^ati —  ca  o>  c_s i  _j   <r  ..j   «  •— •  or  <r  <r    <*.  r^    ■    • 

lii.     T     e*:    *r  3*3T  ^  LU  UJ    at.  <X    »-     X  ►—     "T*  U  — I    K  O     *' 

h    q;    L)   ^i  O  O  H  U  a    10  H    <l    It1  I  J    U)  m  CT'    O  -  »    t  • 


fiE 


943 


i-     U    O     C~ 


■-_3      ii»     1-1     C» 


IS 


■»   •»  v»   «   o  <^  o   ■ 


-r    «9  ^  o 


-;»   ■;»    ca    C— 


«   u    <»    o 


5 


Ill   t     <I    C   O    LJ    C3   H    Ct 

*   *    u    u    L>    Cj    r.  u.    u_ 


>■  <t  <r  o  >-  o  o 

"Vi  l  *J  — ^  '  L  rl  <X        |JU  *-  *- 

■T  •—  C^a  C9  L9     '  -J     il  J  <T 

*  <c  ?t  sr  -x.  »>j  ij_i  oc  <c  cl. 

Li  d  a  o  -j  u  ce  (.1  i-  « 


CO    « 


OS      UJ      <I       f    J      •— « 

w  n  or    ^    as  i 


■nr    «*    <r   r> 


3=    z    3t    o_ 


j  »:  O  «  u  i-    ;a 

O  O  —I  C-    ~»   3    c; 

*    (o  en  to  en  =a 


944 


—  CM     O    — 


"'    jT    O-     V 

£>    t^    Oy   nj 


^-  4--j 


R 


— ■  -«r  o 


m-  — 


•o  — . 


yd 


O     "<">     .3    O     o     O 


—  I<t 


..J   O   |-      i 
=5     ~>    •'■*    io 


-J  h- 

-i    ;:     s=    --3 
"■-    '=>    _^J   ' — 


o    O     O     a    cS 


JT      ^i      X 


•:.    *■—   '.*    -... 

J    I  -     !—        J 


l-j    n»     r3    —   •=* 


■zz>    e»    .^»    -^ 


-r  -^r   -r 


•;a    ca     i>    cs 


ul    «    «     a    --    o 


.»     --3     (IB     i  O     uJ>     CJ     U>    C3     -^ 


—  V 


o   *-  c?   «r 


en    *^=-    v:y  t— -    c?    r- 
O  -'J 

<r  — ■ 


•u   bi   «»  »    o    ..'J 


5C     *£     <C 


>— 4 

-:r 

(  -i 

3T 

-J" 

-T 

£3 

-1 

'.r 

C  J 

zd 

.J 

<t 

IK 

UJ 

r 

«■■ 

J 

£ 

"i 

■"i 

i 

<t 

:» 

<t 

i 

z 

y: 

j* 

1  1  1 

11 

-t 

1 1 1 

cr. 

'I 

ca 

u 

>— ■ 

liJ 

'~i 

1  I 

C'   1 

C  J 

r> 

<r> 

I— 

lJU 

£& 

i_> 

t^-i 

CJ 

d 

t=* 

U_ 

U_ 

u 

1-9 

3: 

I 

DC 

»-^ 

*—* 

•— • 

»— « 

tiSSCid 


:=«  cj    _j   az   ca   <t  »*j 

U  M    o    O    J    o.    "" 


945 


?5 
S 


.J  '-/  ,—  e-j 

3  -1  2  - 

—  «r  .z  cj 

r*  <:a  5j  i— 


•zzi   c»   «^   *s  < 


J    h-    .—    .J 

-  «  .3  ... 


O     O      O      O      -"J      o 


l^>   lis   ^:> 


<r»    *^    -^    <=o    o    o 


i-J     O     O     O     o 


<-Zi     <-->      •-=■ 


•Z2    C3     r=3 


o    o    o 


SP 


<c 

— ■   '.-> 

*C         ■_:        ITI                            >- 

a.    <x 

ck.   *—***   uj   ^r 

a:    tt 

c   rsi   <i    <r  i —    .ir    »— ■    J   5   i:   h-   <a 
.j    <t    3T    C3  cr>    3=    :n    3t    <t    cs    <«    JE 

AiAuuuaoLtij.ocJx 


o--  ^l  3:  i  o  a  bJ  <t  o 

«  <r  <r  ixi  >-  ^;  i_j  ij.i  r-j  (*£  s; 

tn  ..j  i  *r  j  «t  >-  i    <z  <t 

at  u_i  lu  or  <l  c  x  i —  -j*   <_j  -.' 

d  u  a  lo  h  <:  u  u  lj  h  o 

3=  >— ■  •-•  •—  •—  ►-*  »Z  3T  3:  !Z.  a. 


g  5  35 


=  UJ  tj  i? 
►— t  *^  ►—  t^i» 


946 


-j 

a 

J 

f.J 

:? 

.:> 

IO 

•«• 

-J 

.j 

::» 

UO 

.J 

T3 

■  ■j. 

[3 

j 

♦— 

-i 

'■■* 

■.j 

^5 

O- 

<j 

<r» 

•19 

iir 

_: 

-a: 

_T 

».-i 

<:> 

n 

-a 

*X 

t-i 

.c 

<c 

L"S 

-c 

■  >e 

j 

<,J 

<ia 

l-J 

-J 

IX- 

■;s    o    >^>    •:» 


•=3     i^     a     c»    C9     o     -J    i 


■j"1        n 


■»r»c*,3c=3.;31C3     00.=»cao«i 


£  *2 


C3     ■=»     ■=» 


-rr>     l-j     ,  .;>     ,_^        3     ,.j     u     o      -» 


O     «    ''J     O     O    O     O     O     CJ     o 


■->      ■    H       ■-=.        13      OS      li3 


>:3     o      ■-:■ 


a      C3     ■   -• 


•»  — • 


<l     *x 


<c 


IC 


*•■*  -a  ac  <r  rk  «  u  ci        >- 

I—     <tr?    I    «I     •— •  Os     I— (    Z    UJ    2 

Snr    *-•*  *—   *=»    *—    -^i     -x    -:    i    i_>    --j 
i —    u<    n    <f    a    »-    £    m   j^r;e 

K^UJCE<tft:OUJOMfs.U- 
<C    4    n   A  U    U  U  O   O   It    u.    u  u 


_.'    C">    Jf 

<r    <t    ci  >-   <=»  « 
-n   o_    ^  ct    ^.    ;r   _j 


"XT3:»-mmI-.i-, 


u  -x  o         <r  •—■ 
»—  =•  t_>  t  *: 

LJ    L-J   ►-*    O    O   — 10-33 


z  u  <c 
*  ^  £  U  3 


if* 


947 


■  -j 

C3 

o- 

-J 

■_j 

■*r 

3 

> 

.o 

nc 

.J 

Ul 

C\J 

"3 

>.1 

•i; 

J 

o 

■ 

C3 

.J 

i  - 

J 

X 

1 — 

■  •> 

■_> 

■:> 

c- 

_J 

>I3 

.     -i 

-Z. 

..J 

3t 

i/3 

.J 

'./» 

r; 

ra 

■L 

A 

7T 

Ac 

X 

C3 

;L 

CO 

:ir 

.3 

1— 

J 

■J 

ea 

•-J 

.J 

■a. 

u 

ZD 

** 

:^ 

"-C 

1    3 

.J 

<c 

'.■> 

*.o 

tfl 

.J 

i — 

-J 

,.-J 

J 

>T3 

•  J 

=» 

a 

se 

ce 

o 

<£ 

H3 

tVi 

■— 

>t- 

^ 

■  "2 

o    -i3    o    C3    >:D    o    »    -^    *3"    i^>    J,">    o  ' 


O     C3    O     O    O    ' 


i-J  >*=, 


^T    ca    ■  ;»    C3   'TO 


o    o    c»   e»    o    ■=»   ' 


<^,  c^    r»-    e=»  cn«    «=»■=»  «sp    cs 


»=»     O     C3 


O     O     OO     o 


i—   <l   td  _j   <r 


-^   nc    lk-    t_s  —  >-  <i     <c 


L9 

rj 

*x 

<r 

,— 

<r 

ar 

o 

W3 

Cj 

:t 

«x 

ck: 

o 

pa 

i^j 

cj 

CJ 

u 

CJ     >-     l=» 

«r   »-j   <*.  '-J    ^5 


z  r  it  <l  a 
UJ  O  »-h  o:  u 
*=»    d    Ll_     L*.     CJ   ■ 


i—    —  cr>  «.9  _j  _j 

<C    T.  V.  Z  UJ  U 

"?   o  o  3  u  a 

31  :r  ^Z  *—  —i   ' 


V-  <c    <t 

<L  .J    O 

i  <c  c_r>         <r  • 

O    a  L/J    <I  Q    •••< 

u    ui  n   w  =    3-    ' 

x    I —  . I    i    i  .   .     1.     i 

LJ    UJ  UJ  »-«  O  O  ■ 


T  Z 


3;  z   o.  ot  ^   to 


£  e  B 

IllH  a 

ZZ    3  0£ 

en  en  zn 


a!        5 


948 

DATA  EXCHANGE 

Mr.  Durbin.  The  Customs  Service  and  your  agency  have  initi- 
ated a  joint  project  to  share  data  electronically  with  Australia  and 
New  Zealand.  What  type  of  information  will  be  collected  and  ex- 
changed? 

Mr.  Medley.  At  present  we  are  exchanging  information  related 
to  the  health  certificate.  In  accordance  with  the  Federal  Meat  and 
Poultry  regulations,  meat  and  poultry  products  imported  into  the 
United  States  from  a  foreign  country  must  be  accompanied  by  a 
foreign  inspection  health  certificate.  The  certificate  must  be  legible 
and  in  accordance  with  one  of  the  three  certificate  forms  described 
in  the  regulations.  In  addition,  each  health  certificate  must  bear 
the  official  seal  of  the  government  agency  responsible  for  inspection 
of  the  product.  It  must  be  signed  and  issued  by  an  official  author- 
ized to  sign  and  issue  the  health  certificate.  Each  certificate  should 
be  in  English,  and  the  language  of  the  country  of  origin. 

Mr.  Durbin.  What  will  be  the  cost  of  this  project? 

Mr.  Medley.  The  annual  cost  is  estimated  to  be  about  $1.5  mil- 
lion which  will  be  jointly  financed  by  FSIS-25  percent — and  by  the 
Customs  Service — 75  percent.  This  cost  includes  staff  hours,  com- 
puter programming,  and  changes  to  hardware  and  software. 

LIBRARY  OF  FOREIGN  COUNTRY  REQUIREMENTS 

Mr.  Durbin.  What  is  the  cost  to  maintain  the  Library  of  Foreign 
Country  Requirements? 

Mr.  Medley.  The  annual  cost  to  maintain  the  Library  of  Foreign 
Country  Requirements  is  approximately  $5,000. 

Mr.  Durbin.  How  many  requests  for  information  did  you  receive 
from  the  export  library  system  in  fiscal  year  1993? 

Mr.  Medley.  In  fiscal  year  1993,  there  were  2,600  requests  re- 
ceived. 

streamlined  inspection  system 

Mr.  Durbin.  Language  in  the  fiscal  year  1993  appropriation  bill 
prohibited  funds  from  being  used  to  continue  operating  a  Stream- 
lined Inspection  System,  SIS,  for  cattle.  This  system  is  being  used 
in  poultry  plants.  How  long  has  SIS  been  operating  in  poultry 
plants? 

Mr.  Medley.  Streamlined  Inspection  System  was  implemented  in 
poultry  plants  in  1986. 

Mr.  Durbin.  How  many  plants  does  it  operate  in? 

Mr.  Medley.  There  are  approximately  133  Streamlined  Inspec- 
tion System  poultry  plants  presently  operating. 

line  speeds 

Mr.  Durbin.  In  December,  FSIS  issued  a  directive  setting  maxi- 
mum line  speeds  for  heavy  chickens  processed  under  SIS  and  the 
New  Line  Speed  Inspection  System,  NELS.  These  new  line  speeds 
are  31  birds  per  minute  for  SIS  operations  with  one  inspector,  55 
birds  per  minute  for  SIS  operations  with  two  inspectors,  and  73 
birds  per  minute  for  NELS  operations.  What  were  the  line  speeds 
for  each  operation  prior  to  this  directive? 
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Mr.  Medley.  The  official  line  speeds  for  broilers  are  specified  in 
the  regulations  as  35  birds  per  minute  for  Streamlined  Inspection 
System  with  one  inspector,  70  birds  per  minute  for  Streamlined  In- 
spection System  with  two  inspectors,  and  91  birds  per  minute  for 
New  Line  Speed  with  3  inspectors.  The  FSIS  Directive  only  sug- 
gests lower  line  speeds  if  heavy  broilers,  due  to  excessive  fat  in  the 
abdominal  cavity,  require  additional  handling  by  the  inspector  to 
properly  inspect  the  bird.  The  line  speed  is  not  automatically  re- 
duced if  the  birds  are  a  certain  weight. 

The  FSIS  Inspector-in-Charge  is  delegated  the  authority  to  con- 
trol line  speeds  in  poultry  plants.  This  regulation  states  that  the 
Inspector-in-Charge  shall  be  responsible  for  reducing  production 
line  rates  where,  in  the  inspector's  judgment  the  prescribed  inspec- 
tion procedure  cannot  be  adequately  performed  within  the  time 
available,  either  because  the  birds  are  not  presented  by  the  official 
establishment  in  such  a  manner  that  the  carcasses,  including  both 
internal  and  external  surfaces  and  all  organs,  are  readily  accessible 
for  inspection,  or  because  the  health  conditions  of  a  particular  flock 
dictate  a  need  for  a  more  extended  inspection  procedure. 

The  maximum  line  speeds  stated  in  the  regulations  are  for  opti- 
mum conditions.  The  Inspector-in-Charge  has  the  authority  to  re- 
duce the  line  speeds  until  conditions  allow  the  plant  to  return  to 
maximum  line  speeds.  The  intent  of  the  FSIS  Directive  is  to  give 
the  Inspector-in-Charge  guidance  on  when  to  reduce  the  line  speeds 
for  large  birds,  so  that  all  Inspectors-in-Charge  are  using  the  same 
criteria  to  make  their  final  judgment. 

Mr.  Durbin.  What  are  the  line  speeds  for  traditional  inspection 
operations? 

Mr.  Medley.  Traditional  plants  are  generally  small,  single  line 
plants  staffed  by  one  inspector.  There  are  currently  35  traditional 
plants  for  young  chicken,  and  33  for  turkey.  The  line  speeds  for 
traditional  inspection  operations  for  broiler  chickens  are:  25  birds 
per  minute  for  1  inspector;  42  birds  per  minute  for  2  inspectors;  54 
birds  per  minute  for  3  inspectors;  and  62  birds  per  minute  for  4  in- 
spectors. 

Mr.  Durbin.  Decribe,  in  detail,  how  each  system  operates,  giving 
a  comparison  of  each. 

Mr.  Medley.  Traditional  inspection  requires  that  one  inspector 
examine  a  whole  carcass  for  proper  disposition  of  the  bird.  Trim- 
ming defects  such  as  bruises  and  processing  defects  such  as 
bruises,  oil  glands,  and  feathers  are  the  responsibility  of  the  inspec- 
tor. These  defects  are  removed  by  a  plant  trimmer  before  the  car- 
cass leaves  the  inspection  station. 

Streamlined  Inspection  System  allows  the  inspectors  to  con- 
centrate on  disease  conditions,  and  places  the  responsibility  for  re- 
moving aesthetic  or  processing  defects  on  plant  management.  These 
defects  are  not  removed  at  the  inspection  station,  but  are  removed 
at  a  designated  location  after  the  organs  have  been  completely  re- 
moved but  prior  to  the  bird  entering  the  chilling  system. 

Also,  Streamlined  Inspection  System  provides  specific  guidelines 
for  presenting  the  bird  to  the  inspector  for  inspection.  These  guide- 
lines assist  the  Inspector-in-Charge  in  assuring  that  the  plant 
maintains  consistent  standards  for  presentation.  In  traditional  in- 
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spection,  presentation  standards  are  left  to  the  judgment  of  the  In- 
spector-in-Charge. 

Streamlined  Inspection  System  also  incorporates  the  use  of  Fin- 
ished Product  Standards  which  were  designed  to  determine  wheth- 
er the  process  is  in  control.  The  plant  has  the  responsibility  for  con- 
sistently producing  a  wholesome  product,  and  for  processing  and 
trimming  defects.  This  Finished  Product  Standards  program  re- 
places the  carcass  Acceptable  Quality  Level  program  which  deter- 
mined the  acceptability  of  the  end  product,  and  did  not  measure 
process  control. 

Mr.  Durbin.  How  long  has  the  NELS  system  been  in  operation? 

Mr.  Medley.  The  New  Line  Speed  system  has  been  in  operation 
since  1983,  and  is  a  voluntary  program  for  plants  wanting  to  con- 
trol their  processes  through  an  approved  Quality  Control  program. 

Mr.  Durbin.  How  many  plants  are  operating  under  this  system? 

Mr.  Medley.  There  are  approximately  43  New  Line  Speed  plants 
presently  operating. 

IMPORT  SAMPLES 

Mr.  Durbin.  You  have  increased  the  number  of  microbial  sam- 
ples analyzed  on  domestic  meat  and  poultry  products.  Have  you 
also  increased  the  number  of  imports  being  tested? 

Mr.  Medley.  Yes,  in  1992,  we  analyzed  approximately  300  Liste- 
ria and  Salmonella  samples.  In  1993,  we  analyzed  952  Listeria  and 
Salmonella  smaples. 

Mr.  Durbin.  Provide  a  table  showing  the  number  of  import  sam- 
ples analyzed  and  the  type  of  analysis  performed  for  fiscal  years 
1992  and  1993,  and  estimates  for  fiscal  year  1994. 

Mr.  Medley.  I  will  be  happy  to  provide  that  information  for  the 
record. 

[Clerk's  note. — The  information  is  too  lengthy  for  reprint.  A 
copy  is  retained  in  Committee  files.] 

FOOD  SAFETY  RESEARCH 

Mr.  Durbin.  FSIS  was  granted  the  approval  to  conduct  its  own 
food  safety  research  in  August  1993.  Tell  us  what  kind  of  research 
you  are  doing? 

Mr.  Medley.  FSIS  is  conducting  the  applied  research  necessary 
to  adapt  basic  research  findings  to  the  needs  of  the  inspection  pro- 
gram. FSIS  published  a  series  of  Requests  for  Proposals,  in  the 
Commerce  Business  Daily  beginning  March  24,  1994,  seeking  com- 
petitive bids  for  work  in  the  areas  of  microbiological  assays  which 
could  be  applied  either  in-plant  or  to  enhance  existing  laboratory 
capability  to  detect  foodborne  pathogens. 

Mr.  Durbin.  How  much  did  you  spend  on  scientific  research  in 
the  area  of  microbial  methodology  in  fiscal  year  1993? 

Mr.  Medley.  In  fiscal  year  1993,  $2,322,000  and  24  staff  years 
were  devoted  to  microbial  methodology  at  the  Microbiology  Meth- 
ods Development  Laboratory  in  Beltsville,  Maryland.  This  labora- 
tory is  responsible  for  developing,  or  selecting  and  evaluating,  suit- 
able laboratory  reference  or  screening  methods  for  the  detection 
and  enumeration  of  microorganisms  of  public  health  significance  in 
meat  and  poultry,  and  for  the  detection  of  extraneous  materials, 
the  detection  of  antimicrobial  agents,  and  the  identification  of  ani- 
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mal  species.  It  also  provides  laboratory  support  for  special  inves- 
tigations on  process  or  product  safety  or  quality,  conducts  quality 
assurance  programs  for  other  microbiology  laboratories,  and  pro- 
vides technical  guidance  to  the  Mircobiology  Sections  of  the  Tech- 
nical Support  Laboratories. 

E.  COLI 

Mr.  Durbin.  At  last  year's  hearing,  Dr.  Cross  told  the  Committee 
about  a  new  test  to  detect  E.  Coli  in  milk  and  meat.  What  is  the 
status  of  this  test? 

Mr.  Medley.  FSIS  is  evaluating  a  Dipstick  Immunoassay  for  E. 
coli  0157:H7.  This  is  a  15-45  minute  test  to  screen  a  meat  or  fecal 
sample  after  18  hours  enrichment.  Preliminary  data  reveals  excel- 
lent agreement  with  the  FSIS  cultural  method.  Estimated  comple- 
tion date  is  July  1994. 

COOKING  TEMPERATURES 

Mr.  Durbin.  Also  at  last  year's  hearing,  we  were  told  that  FSIS 
was  going  to  publish  final  regulations  establishing  higher  cooking 
temperatures  for  the  processing  of  partially  cooked  hamburger  pat- 
ties. Are  these  regulations  now  in  effect? 

Mr.  Medley.  The  regulations  became  effective  on  September  1, 
1993. 

Mr.  Durbin.  What  is  the  minimum  temperature  level? 

Mr.  Medley.  The  rule  requires  that  official  establishments  man- 
ufacturing partially  cooked  patties  raise  the  internal  temperature 
at  each  patty's  center  to  140°  F.  It  also  requires  that  the  cooking 
instruction  label  for  partially  cooked  patties  read:  "For  Safety  Cook 
Until  Well  Done,  Internal  Meat  Temperature  160°  F." 

RAPID  TESTS 

Mr.  Durbin.  What  is  the  status  of  the  Fast  Antimcrobial  Screen 
Test,  FAST? 

Mr.  Medley.  The  Fast  Antimicrobial  Screen  Test  was  imple- 
mented in  six  slaughter  plants  in  the  Western  Region  during  Janu- 
ary 1994.  The  remainder  of  the  implementation  of  FAST  is  planned 
to  occur  gradually.  The  next  phase  will  be  implemented  in  approxi- 
mately 60  plants  after  the  development  of  the  necessary  training 
manual  and  report  forms  which  is  scheduled  for  late  Summer  1994. 

Mr.  Durbin.  Has  it  replaced  the  Calf  Antibiotic  and  Sulfa  Test, 
CAST,  and  the  Swab  Test  on  Premises,  STOP? 

Mr.  Medley.  The  FAST  test  was  developed  to  replace  the  CAST 
and  STOP  tests.  However,  this  will  be  a  gradual  process  that  oc- 
curs as  the  FAST  test  is  phased  in. 

Mr.  Durbin.  Please  update  the  table  that  appears  on  page  619 
of  last  year's  hearing  record  showing  the  number  of  SOS,  STOP, 
CAST,  and  FAST  tests  performed  to  include  fiscal  year  1993. 

Mr.  Medley.  I  will  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:} 
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RESIDUE  TEST  BY  FISCAL  YEAR 


1987  1988  1989  1990  1991  1992  1993 


SOS  (')  52,039  125,059  112,014  105,771  106,133  101,118 

STOP 25,691  23,600  69,387  93,454  112,258  117,858  116,660 

CAST 195,867  180,728  164,026  125,432  83.967  79,666  85,033 

FAST4 (?)  (?)  (?)  (?)  20,000  (3)  (3) 

Total  221,558  256,367  358,472  330,900  321,996  303,657  302,811 


1  The  SOS  program  began  in  1988. 

2The  FAST  pilot  test  was  conducted  from  August  to  December  ot  1991. 

3  FAST  trial  analysis  completed  July  1993. 

4  FAST  program  initiated  in  January  1994. 

Mr.  Durbin.  What  were  the  results  of  these  procedures? 

Mr.  Medley.  In  fiscal  year  1993,  there  were  187  violations  de- 
tected by  SOS  tests,  2,305  violations  detected  by  STOP  tests,  and 
1,484  violations  detected  by  CAST  tests. 

ON-FARM  INSPECTIONS 

Mr.  Durbin.  Your  agency  does  not  have  the  authority  to  conduct 
on-farm  inspections,  but  trie  Animal  and  Plant  Health  Inspection 
Service,  APHIS,  does.  What  is  being  done  to  incorporate  on-farm 
inspection  as  part  of  the  new  inspection  program? 

Mr.  Medley.  APHIS  has  primary  responsibility  for  pathogen  re- 
duction activities  related  to  on-farm  programs.  Changes  to  animal 
health  statutes  are  being  developed  to  authorize  APHIS  to  conduct 
on-farm  activities  to  reduce  foodborne  pathogens.  FSIS  formed  a 
pre-harvest  working  group  which  meets  regularly  to  discuss  issues 
related  to  the  impact  of  on-farm  activities  on  slaughter  programs. 
Participants  represent  Extension  Service,  Packers  and  Stockyards 
Administration,  APHIS,  and  FSIS  in  USDA,  and  FDA  and  Center 
for  Food  Safety.  Guest  speakers  have  included  producers,  proc- 
essors, and  manufacturers  of  animal  identification  technology. 

Incorporation  of  on-farm  activities  into  the  FSIS  inspection  pro- 
gram will  depend  on  APHIS  legislative  changes  and  additional  in- 
formation that  is  currently  being  developed  through  various  re- 
search projects  underway  by  universities  and  industry  organiza- 
tions. The  dialogue  that  has  been  developed  through  the  pre-har- 
vest working  group  will  ensure  that  useful  programs  will  be  imple- 
mented as  quickly  as  possible. 

Mr.  Durbin.  How  much  is  APHIS  spending  on  this  initiative? 

Mr.  Medley.  I  understand  that  APHIS  is  spending  about  $1.3 
million  for  on-farm  investigations  and  interventions  in  1994. 

Mr.  Durbin.  How  much  are  you  spending? 

Mr.  Medley.  We  are  spending  about  $50,000  in  1994. 

VOLUNTARY  INSPECTION 

Mr.  Durbin.  I  understand  that  standards  and  procedures  for  the 
voluntary  inspection  of  ostriches  have  been  developed.  Is  there  a 
big  demand  for  inspection  services  on  ostriches? 

Mr.  Medley.  Two  Federal  plants  are  approved  to  slaughter  os- 
triches. The  industry  is  beginning  to  develop  their  markets  in  ex- 
pectation of  increasing  demand  for  ostrich  meat  over  the  next  three 
to  five  years. 

Mr.  Durbin.  How  many  ostriches  were  USDA-inspected  in  fiscal 
year  1993? 
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Mr.  Medley.  Approximately  15  ostriches  were  slaughtered  under 
Federal  inspection  in  calendar  year  1993. 

Mr.  Durbin.  Can  ostriches  be  slaughtered  and  sold  for  human 
consumption  without  being  inspected? 

Mr.  Medley.  Ostriches,  like  all  other  meat  and  poultry  species 
not  covered  by  the  FMIA  or  the  PPIA,  are  under  FDA  jurisdiction. 
Ostriches  are  provided  voluntary  inspection  service  by  FSIS  under 
the  Agricultural  Marketing  Act  and,  when  this  occurs,  are  regu- 
lated in  a  manner  similar  to  quail  and  rabbits. 

Mr.  Durbin.  In  total,  how  many  inspection  hours  were  performed 
in  fiscal  year  1993  on  a  voluntary  basis? 

Mr.  Medley.  A  total  of  64,792  inspection  hours  were  used  on  vol- 
untary inspection  activities  in  fiscal  year  1993. 

LABELING  REQUIREMENTS 

Mr.  Durbin.  The  new  nutrition  labeling  requirements  become  ef- 
fective July  6,  1994.  Manufacturers  have  had  18  months  to  rede- 
sign their  food  labels  to  meet  the  new  specifications.  Since  your 
agency  must  approve  all  labels,  what  is  your  sense  as  to  if  this 
deadline  will  be  met? 

Mr.  Medley.  We  fully  expect  the  industry  to  meet  the  deadline 
of  July  6,  1994.  Although  we  estimate  that  some  40  to  50  percent 
of  the  labels  affected  by  the  nutrition  labeling  regulations  must 
still  be  reviewed  by  FSIS,  we  have  in  place  implementation  plans 
to  assure  that  the  labels  will  be  approved  for  use.  In  addition,  we 
have  taken  steps  to  encourage  and  remind  industry  to  submit  their 
labels.  These  steps  include  providing  training  packets,  attending 
various  industry  meetings,  providing  trade  and  industry  trade 
press  with  articles  and  interviews,  issuing  various  notices  and  di- 
rectives about  the  impending  regulations,  and  including  written  re- 
minders with  all  applications. 

Mr.  Durbin.  Will  countries  that  import  meat  and  poultry  prod- 
ucts into  the  U.S.  be  required  to  meet  the  July  6,  1994  deadline? 

Mr.  Medley.  Yes,  all  countries  that  import  meat  and  poultry 
products  are  required  to  meet  the  new  nutrition  labeling  require- 
ment by  the  scheduled  deadline. 

Mr.  Durbin.  What  will  the  procedure  be  if  a  product  comes  in 
that  does  not  meet  the  new  labeling  requirements? 

Mr.  MEDLEY.  The  Agency  maintains  instructions  for  inspectors  in 
verifying  labels  on  imported  meat  and  poultry  products,  and  speci- 
fies actions  to  be  taken  in  case  of  non-compliance.  We  are  currently 
developing  instructions  which  will  further  define  non-compliance 
situations  in  regard  to  nutrition  labeling  and  when  action  is  re- 
quired due  to  the  absence  of  safe-handling  statements.  The  current 
procedure  for  inspector  action  in  cases  of  noncompliance  with  new 
labeling  requirements  will  continue.  This  means  that  import  in- 
spectors shall  refuse  entry  on  any  shipping  container  which  has  no 
shipping  marks,  illegible  shipping  marks,  or  incorrect  shipping 
marks.  For  rejected  lots,  the  broker/applicant  or  representative 
may  sort  the  lot  by  removing  all  non-complying  containers;  or  may 
correct  any  labeling  deficiencies,  except  shipping  marks,  by 
relabeling,  stenciling,  or  obliterating  the  incorrect  markings  on  all 
non-complying  containers.   Rejected   lots  that  had   non-complying 
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containers  removed  or  corrected  shall  be  offered  again  for  labeling 
reinspection. 

Mr.  DURBIN.  Dr.  Cross  told  the  Committee  at  last  year's  hearing 
that  the  Agency  was  considering  some  changes  in  the  prior  label 
approval  requirement.  Please  update  the  Committee  on  this  initia- 
tive. 

Mr.  Medley.  On  November  23,  1993,  FSIS  published  a  proposed 
rule  that  would  expand  the  types  of  labeling  the  meat  and  poultry 
industry  could  use  without  official  approval  by  the  Agency.  The 
proposed  rule  would  limit  those  labels  subject  to  official  approval 
to  labeling  in  sketch  form  and  to  requests  for  temporary  approval. 
The  proposal  also  solicited  comments  on  the  alternative  of  eliminat- 
ing the  prior  label  approval  system  and  authorizing  meat  and  poul- 
try establishments  to  develop,  design,  and  apply  labeling  without 
submission  to  the  Agency.  We  are  now  in  the  process  of  reviewing 
the  comments  and  developing  the  final  rule.  We  anticipate  that  a 
final  rule  will  be  issued  this  summer. 

Mr.  DURBIN.  What  is  the  deadline  for  the  mandated  safe  han- 
dling and  cooking  instruction  labels? 

Mr.  Medley.  Effective  May  27,  1994,  safe  handling  instructions 
are  required  for  all  raw  and  partially  cooked  comminuted  meat  and 
poultry  products,  that  is,  product  that  is  flaked,  chopped,  ground, 
or  minced,  such  as  ground  meat  or  sausage. 

Effective  July  6,  1994,  safe  handling  instructions  are  required  for 
all  other  raw  and  partially  cooked  meat  and  poultry  products. 

Mr.  DURBIN.  For  the  record  provide  the  Committee  with  a  chro- 
nology of  the  events  that  occurred  regarding  this  issue. 

Mr.  Medley.  I  will  be  happy  to  provide  that  information  for  the 
record. 

[The  information  follows:] 

1972 — The  American  Public  Health  Association  and  eight  other  public  health  and 
consumer  interest  groups  brought  suit  against  USDA  alleging  that  labels  placed  on 
meat  and  poultry  products  were  false  and  misleading  because  they  failed  to  warn 
consumers  against  the  dangers  of  food  poisoning.  The  Court  of  Appeals  affirmed  the 
District  Court's  order  dismissing  the  action  and  ruled  the  Secretary  of  Agriculture 
did  not  abuse  his  discretion  by  choosing  to  undertake  consumer  education  instead 
of  requiring  labeling. 

1987 — FSIS  issued  a  directive  which  permitted  the  voluntary  addition  of  safe  han- 
dling instructions  to  poultry  products. 

February  10,  1993 — John  Kinsman,  et  al.,  filed  suit  to  enjoin  the  Secretary  of  Ag- 
riculture from  affixing  the  official  inspection  legend  to  meat  and  poultry  products 
unless  it  was  accompanied  with  a  label  warning  the  consumer  that  the  product  may 
contain  bacteria  capable  of  causing  infection,  disease,  or  death  and  prescribing  prop- 
er handling  instructions. 

May  5,  1993 — USDA  and  plaintiffs  reached  a  court-sanctioned  agreement  under 
which  the  suit  was  dismissed  and  USDA  agreed  to  publish  its  anticipated  proposed 
regulation  by  August  15,  1993. 

August  16,  1993 — FSIS  issued  an  interim  rule  to  require  safe  handling  instruc- 
tions on  labels  by  October  15.  The  rule  also  included  a  30-day  request  for  comments. 
Over  350  comments  were  received. 

September  15,  1993— The  Texas  Food  Industry  Association,  the  National  Amer- 
ican Wholesale  Grocers  Association,  the  International  Foodservice  Distributors  Asso- 
ciation, and  the  National  Grocers  Association  filed  a  complaint  in  Texas  District 
Court  alleging  that  the  issuance  of  the  interim  rule  violated  the  Administrative  Pro- 
cedure Act  because  the  Department  failed  to  establish  good  cause  to  circumvent  the 
notice  and  comment  requirements  of  the  APA  and  because  the  October  15  effective 
date  was  arbitrary  and  capricious. 

October  1,  1993 — FSIS  published  a  final  rule  mandating  safe  handling  instruc- 
tions on  the  labels  of  raw  and  partially  cooked  meat  and  poultry  products. 
Comminuted  (ground)  products  were  to  carry  the  label  by  October  15.  Whole  muscle 
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products,  in  lieu  of  placing  safe  handling  instructions  on  the  label,  could  use  point 
of  sales  information  until  April  15,  1994.  Pork  products,  other  than  those  described 
in  318.10(aXD,  had  until  January  15,  1994,  to  come  into  compliance  since  these 
products  were  left  out  of  the  August  16  interim  rule. 

October  14,  1993 — The  Texas  court  granted  a  preliminary  injunction  and  enjoined 
the  Department  from  enforcing  or  implementing  the  interim  or  final  regulations. 

October  15,  1993 — The  Department  filed  a  motion  with  the  U.S.  Court  of  Appeals 
to  stay  the  preliminary  injunction  and  allow  the  safe  handling  regulations  to  take 
effect.  This  motion  was  denied  on  October  19,  1993. 

November  4,  1993 — The  Department  withdrew  the  August  16  interim  rule  and  the 
October  12  final  rule  and  proposed  a  regulation  to  require  safe  handling  instructions 
on  the  labeling  of  raw  and  partially  cooked  meat  and  poultry  products.  The  proposal 
had  a  45-day  comment  period.  Sixty  comments  were  received. 

March  28,  1994 — A  final  regulation  was  published  to  mandate  safe  handling  in- 
structions on  the  label  of  raw  and  partially  cooked  meat  and  poultry  products.  The 
label  will  be  required  by  May  27,  1994  for  comminuted  products  and  by  July  6, 
1994,  for  all  other  products. 

RISK  ASSESSMENT 

Mr.  Durbin.  Last  year  the  Agency  was  in  the  process  of  estab- 
lishing a  committee  to  evaluate  the  use  of  risk  assessment  for  a 
new  coordinated  risk  analysis  program.  Bring  us  up-to-date  on  this 
initiative. 

Mr.  Medley.  FSIS  intends  to  form  a  unit  to  develop  and  apply 
appropriate  risk  assessment  methodology  and  procedures  for 
foodborne  hazards.  The  unit  would  include  a  multidisciplinary 
team  of  food  safety/public  health  professionals  including  veterinar- 
ians, veterinary  epidemiologists,  veterinary  pathologists,  micro- 
biologists, pharmacologists/toxicologists,  and  statisticians/mathe- 
maticians that  would  report  directly  to  the  Deputy  Administrator 
of  Science  and  Technology.  The  group  would  develop  and  apply  risk 
assessment  techniques  to  conduct  risk  assessments  in  support  of 
management  decision  making. 

Mr.  Durbin.  The  Agency  was  planning  to  hold  regional  hearings 
beginning  in  April  of  last  year  to  seek  public  comments  on  your 
strategic  plan.  Please  describe  this  plan  in  further  detail  and  tell 
us  how  many  hearings  were  held,  where  were  they  held,  who  was 
invited  to  testify,  and  what  were  the  findings  and  recommenda- 
tions? 

Mr.  Medley.  In  May  and  June  1993,  the  Food  Safety  and  Inspec- 
tion Service  held  six  hearings  in:  Dallas,  Seattle,  Des  Moines,  Oak- 
land, Atlanta,  and  Philadelphia.  The  purpose  of  the  hearings,  and 
a  request  for  comments,  was  to  determine  whether  FSIS'  various 
constituencies  supported  the  proposed  FSIS  Strategic  Plan  and  the 
Pathogen  Reduction  Program. 

To  gain  a  wide  range  of  viewpoints,  FSIS  sent  more  than  1,000 
invitations  to  consumer  groups,  professional  associations,  aca- 
demia,  major  industry  segments,  State  and  local  governments,  and 
other  government  and  public  health  professionals.  More  than  400 
national  organizations  were  invited  to  comment,  in  addition  to 
state  and  local  organizations.  More  than  280  people  presented  com- 
ments, including  a  number  of  Senators  and  Members  of  Congress. 
Of  these  constituents  who  addressed  the  plans,  94  percent  sup- 
ported the  proposed  FSIS  Strategic  Plan  and  93  percent  supported 
the  Pathogen  Reduction  Program. 

In  addition,  last  fall,  FSIS  sought  comments  on  the  strategic  plan 
from  its  employees.  The  comments  from  all  FSIS  constituencies,  in- 
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eluding  employees,  will  be  used  in  developing  the  final  strategic 
plan.  A  number  of  initiatives  from  the  Pathogen  Reduction  Pro- 
gram have  already  been  set  in  motion. 

RELATIONSHIP-BY-OBJECTIVES 

Mr.  DURBIN.  What  is  the  status  of  the  Relationship-By-Objectives 
initiative? 

Mr.  Medley.  A  revised  Relationship-by-Objectives  action  plan 
was  signed  on  September  30,  1993.  There  have  been  several  meet- 
ings with  union  members  at  national,  regional  and  import  inspec- 
tion division  levels  to  discuss  the  program.  The  by-laws  were 
signed  in  February  1994  and  are  being  implemented  to  forge  a  bet- 
ter labor-management  working  relationship.  Completed  actions  in- 
clude: a  notice  issued  on  February  10,  1994  concerning  the  han- 
dling of  industry  complaints  regarding  inspectors;  a  Wellness  Pro- 
gram and  a  Safety  Task  Force  designed  to  discuss  and  implement 
safety  procedures;  an  all  employee  memo  emphasizing  the  impor- 
tance of  open  communication  between  employees  and  supervisors; 
and  over  25  training  sessions  for  supervisors,  managers  and  union 
officials. 

EMPLOYEE  COMMUNICATIONS 

Mr.  DURBIN.  The  Working  Group  on  Employee  Communications 
was  scheduled  to  complete  its  work  on  or  before  September  30, 
1993.  What  resulted  from  this  Working  Group? 

Mr.  Medley.  A  draft  report  by  the  Employee  Communications 
Working  Group  was  completed  on  September  30,  1993.  In  Decem- 
ber 1993,  this  group  completed  its  final  report  and  action  plan.  The 
action  plan  consists  of  15  recommendations  to  improve  internal  and 
external  agency  communications.  The  first  recommendation  is  the 
formation  of  a  steering  committee  accountable  to  the  Adminis- 
trator, for  oversight  of  implementation  and  for  monitoring  the 
progress  of  the  action  plan.  Other  recommendations  include  the  de- 
velopment and  distribution  of  an  agency  reference  guide  that  will 
identify  subject  matter  contacts  in  the  Agency  to  facilitate  a  clear 
understanding  of  each  unit's  purpose  and  area  of  responsibility 
under  the  Agency's  mission.  Another  product  resulting  from  the 
group  is  the  recommendation  to  establish  an  Employee  Access  Re- 
sponse Line  to  receive  employee  input,  route  inquiries  to  Agency 
resources,  and  provide  feedback.  Also  recommended  was  the  devel- 
opment and  promotion  of  a  model  for  effective  meetings  tailored  to 
the  Agency's  particular  needs.  A  newsletter  called  "Communique" 
was  developed  by  the  group,  and  several  issues  were  sent  to  all 
FSIS  employees  to  keep  them  apprised  of  the  group's  progress  and 
to  solicit  feedback  on  communication  issues.  The  Working  Group 
also  recommended  that  publication  of  the  newsletter  continue. 

Mr.  DURBIN.  How  long  did  this  group  meet  and  what  was  the 
total  cost? 

Mr.  Medley.  The  group  was  established  in  September  1992  to 
evaluate  internal  communications  and  to  provide  recommendations 
for  improvement  not  later  than  October  1993.  The  group  met  al- 
most monthly  between  September  1992  and  April  1994.  An  esti- 
mated $150,000  was  spent  during  this  period,  primarily  for  staff 
costs  of  Agency  employees  who  participated. 
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AGENCY  COMMITTEE 


Mr.  DURBIN.  Provide  a  list  of  all  committees  and  working  groups 
that  are  established  within  the  Agency.  Include  with  this  list  a 
brief  description  of  the  group's  agenda,  the  size  of  the  group,  and 
the  cost  of  its  operation. 

Mr.  Medley.  I  will  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 
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FOOD  SAFETY  AND  INSPECTION  SERVICE  (FSIS) 
TASK  FORCES /COMMITTEES 

INTERNATIONAL  PROGRAMS 

1)  Electronic  Transfer  of  Health  Certificates 

Number  of  Team  Members:   12 

Purpose:   Plan  and  monitor  pilot  test  of  electronic  transfer  of 
Australian  health  certificates  and  develop  a  new  reinspection 
assignment  sheet. 

2)  Import  Inspection  Division  Training  Task  Force 
Number  of  team  Members:   9 

Purpose:   To  improve  present  import  inspection  training. 

3)  Import  Inspection  Division  Procedures  Manual  Task  Force 

Number  of  team  members:   8 

Purpose:   To  reorganize  and  computerize  the  Import  Inspection 
Division  Procedures  Manual. 

4)  Import  Inspection  Division  Reorganization  Task  Force 

Number  of  team  members:   6 

Purpose:   To  study  the  organizational  needs  of  Import  Inspection 
Division  and  propose  a  structural  reorganization. 

INSPECTION  OPERATIONS 

1)   Food  Tech  Task  Force 

Number  of  team  members:   15 

Purpose:   Determine  the  best  way  to  include  non-supervisory  food 
techs  in  the  inplant  work  force  as  members  of  the  bargaining 
unit. 
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2)  Performance  Based  Inspection  System  Staffing 

Number  of  team  members:   13 

Purpose:   To  ascertain  if  it  is  feasible  for  the  Agency  to 
utilize  the  same  system  (Performance  Based  Inspection  System) 
that  is  used  to  schedule  and  record  inspection  work  to  also 
determine  the  number  and  grades  of  the  positions  performing  the 
scheduled  PBIS  work.   The  project  entails  two  major  components 
(1)  restructuring  of  assignments  to  bring  them  as  close  as 
possible  to  exactly  one  staff  year  and  (2)  use  of  new  CCP 
Complexity  Guide  to  determine  the  complexity  of  the  work  in  the 
assignment. 

3)  Processing  Inspection  SG  Task  Force 

Number  of  team  members:   14 

Purpose:   To  develop  strategies  to  provide  processing  coverage 
when  there  are  too  few  inspection  resources. 

'  4)   Total  Quality  Inspection  Task  Forces  -  Currently  Inspection 
Operations  has  four  regional  task  forces: 

A)  Southwest  Region: 

Number  of  team  members:   9 

Purpose:   To  implement  work  unit  meetings  at  inplant  and  circuit 
levels. 

B)  North  Central  Region: 

Number  of  team  members:   10 

Purpose:   To  develop  an  orientation  program  will  be  comprehensive 
in  scope,  adjustable  to  local  needs  and  that  of  the 
informational/educational  need  employees. 

C)  Northeast  Region: 

Number  of  team  members:   7 

Purpose:   To  develop  an  orderly  process  for  reassignment/change 
of  duty  station  at  Government  expense. 

D)  Western  Region: 

Number  of  team  members:   2 

Purpose:   800  telephone  numbers  for  field  employees  to  receive 
answers  to  inquiries  on  administrative  issues. 
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5)  Safety  and  Health  Steering  Committee 

Number  of  team  members:   15 

Purpose:   Inspection  Operations  Safety  and  Health  Steering 
Committee  to  review  and  initiate  work  on  current  safety  issues 
and  concerns. 

6)  Training  Steering  Committee 

Number  of  team  members:   11 

Purpose:   Determine  future  training  needs  for  Inspection 
Operations. 

7)  Team  Inspection 

Number  of  team  members:   13 

Purpose:  Determine  feasibility  for  using  a  team  approach  to 
carry  out  inplant  regulatory  inspection  activities  through  a 
designed  development  test  and  evaluation  process. 

8)  Performance  Based  Inspection  System  Working  Group 

Number  of  team  members:   5 

Purpose:  Evaluate  operational  problems  of  Performance  Based 
Inspection  System. 


ADMINISTRATIVE  MANAGEMENT 

1)  Agency  Billings  and  Collection  System 

Number  of  team  members:   13 

Purpose:   To  modernize  the  Agency's  program  billings  and 
collection  system. 

2)  Field  Automation  and  Information  Management  (FAIM) 
Number  of  team  members:   6 

Purpose:   Plan,  coordinate,  and  implement  automation  of  field 
workforce. 
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3)  FAIM  -  Personnel  Advisory  Committee 

Number  of  team  members:   9 

Purpose:   Surface  and  discuss  issues,  recommend  solutions  to 
problems  or  forward  the  issue  to  the  appropriate  office  for 
resolution  and  serve  as  a  conduct  back  to  the  member's  program 
area. 

4)  FAIM  -  Pilot  Advisory  Committee 

Number  of  team  members:   13 

Purpose:   Surface  and  discuss  issues,  recommend  solutions  to 
problems  or  forward  the  issue  to  the  appropriate  office  for 
resolution  and  serve  as  a  conduct  back  to  the  member's  program 
area. 

5)  Core  Based  Inspection  System  Core  Team  (FAIM) 

Number  of  team  members:   8 

Purpose:   The  Core  Team  provides  Core  Based  Inspection  with 
technical  knowledge  and  expertise  of  existing  business  functions 
of  the  Agency  and  support  efforts  to  define  areas  for  improved 
support  to  the  field  workforce. 


SCIENCE  AND  TECHNOLOGY 

1)  Animal  Disposition  Reporting  System  Steering  Committee 

Number  of  employees:   9 

Purpose:   To  direct  and  oversee  the  Animal  Disposition  Reporting 
System  improvement  effort. 

2)  Ergonomic  Strategy  Document 

Number  of  employees:   5 

Purpose:   Define  ergonomics,  problems  and  set  goals  and 
objectives. 

3)  PBIS  Task  Time  Maintenance 

Team  members:   Industrial  Engineering  Ergonomics  Staff  and  the 
National  Joint  Counsel 

Purpose:   Maintain  PBIS  Task  Standards  -  ((Industrial  Engineering 
Ergonomics  Staff)  normal  job  functional  activity  -  No  Task  Force 
Committee) 
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4)  Poultry  Hook 

Team  members:   Industrial  Engineering  Ergonomics  Staff,  Slaughter 
Inspection  and  Procedures  Division,  Employee  Safety  Branch, 
National  Joint  Counsel 

Purpose:   Evaluation  of  an  employee's  suggestion  on  use  of  tool. 

5)  Food  Animal  Biotechnology  Information  Exchange  Group 

Team  members:   Animal  and  Plant  Health  Inspection  Service, 
Agricultural  Research  Service,  Office  of  Agricultural 
Biotechnology,  Cooperative  State  Research  Service,  Food  and  Drug 
Administration,  and  Environmental  Protection  Agency. 

6)  FSIS  Biotechnology  Steering  Committee 
Number  of  team  members:   8 

7)  Research  Steering  Committee 

Number  of  team  members:   17 

Purpose:   The  main  body  responsible  for  generating  new  research 
proposals  that  go  before  Agricultural  Research  Service  or  another 
research  source. 

8)  Water  and  Water  Re-Use  Policy  Review  Group 

Number  of  team  members:   9 

Purpose:   Reviews  current  Agency  Policy  and  recommendations  to 
the  Deputy  Administrator,  Science  &  Technology,  regarding  future 
agency  policy  concerning  water  use  meat  and  poultry  plants. 

9)  Committees  of  the  Microbiology  Division 

Number  of  team  members :   8 

Purpose:   To  provide  overall  guidance  on  the  design  and 
development  of  the  base  micro  sampling  program.   Ensure  that  FSIS 
Beltsville  labor  and  operations  meet  applicable  standards  of 
safety. 

10)  Science  and  Technology  Information  Resources  Management 
Coordinators 

Number  of  team  members:   16 

Purpose:   Members  meet  monthly  to  exchange  ideas  and  discuss  with 
guest  experts,  strategies  to  fulfill  their  role  or  Division 
Information  Resource  Management  Coordinators. 
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11)  Hoc  Working  Group  on  Methods  of  Analysis  and  Sampling  for  the 
Codex  Committee  on  Residues  of  Veterinary  Drugs  in  Food 

Team  members: 

Purpose:   Group  recommends  and  reviews  analytical  methods  to  the 
Codex  Committee  to  support  Codex  maximum  residue  limits  for 
residues  of  veterinary  drugs  in  food. 

12)  Inspection  8G  Update  Committee 

Number  of  team  members:   21 

Purpose:   To  update  as  necessary  the  inspection  tasks  contained 
in  the  Inspection  System  Guide/PBIS. 

13)  PBIS  Data  Quality  Study  Task  Force 

Number  of  team  members:   8 

Purpose:   To  validate  the  reliability  of  data  collected  through 
PBIS. 

14)  Cattle  Slaughter  Modernization  Task  Force 

Number  of  team  members:   14 

Purpose:   To  plan  and  oversee  the  orderly  transition  from  present 
SIS-C  experimentation  to  alternative  systems  of  cattle  slaughter 
inspection. 

15)  General  Work  Group  Performance  Based  Inspection 
System/ s laughter 

Number  of  team  members:   32 

Purpose:  To  identify  the  tasks  in  the  current  Inspection  System 
Guide  that  are  applicable  to  a  slaughter  assignment  and  to  write 
additional  tasks  for  Process  03/Slaughter  that  are  unique  to  the 
slaughter  environment. 

16)  Performance  Based  Inspection  System  Workgroup 

Number  of  team  members:   4 

Purpose:   Identify  problems  in  Performance  Based  Inspection 
System  through  the  National  Joint  Council 
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ADMINISTRATOR'S  OFFICE 

1)  Employee  Communication's  Working  Group 

Number  of  team  members:   21 

Purpose:   In  response  to  recommendations  of  the  MET  Report,  this 
task  force  will  look  at  ways  to  improve  the  manner  in  which 
information  is  communicated  to  FSIS  employees  an  the  quality  of 
what  information. 

2)  Relationship-By-Objectives  Steering  Committee 
Number  of  team  members:   8  and  the  National  Joint  Council 
Purpose:   Maintain  and  Monitor  Relationship-By-Objectives. 

POLICY  AND  EVALUATION  AND  PLANNING  STAFF 

1)  Metrication 

Number  of  team  members:   7 

Purpose:   Policy  and  Evaluation  and  planning  is  the  principal 
organization  to  develop  plans  for  metric  conversion  for  Agency 
programs,  pursuant  to  Executive  Order  12 

2)  Policy  for  Public  Access  to  Directives  Initiatives  Automated 
Library  System 

Number  of  team  members:   3 

Purpose:   Development  of  procedures  to  provide  for  non-government 
users  to  access  FSIS's  library  system.   A  pilot  project  to 
develop. 
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TECHNICAL  SUPPORT  LABORATORIES 

Mr.  Durbin.  FSIS  operates  three  technical  support  labs  and  a 
methods  development  lab.  In  addition,  during  fiscal  year  1993, 
FSIS  contracted  with  two  private  labs  to  provide  analytical  sup- 
port. What  is  the  status  of  these  contracts? 

Mr.  Medley.  These  analytical  support  contracts  were  awarded 
for  fiscal  year  1994  at  about  the  same  cost  as  in  1993. 

Mr.  Durbin.  Have  you  entered  into  additional  contracts? 

Mr.  Medley.  We  have  not  entered  into  additional  contracts. 

Mr.  Durbin.  Provide  a  table  for  the  record  showing  the  amount 
of  work  performed  by  each  of  the  regional  labs  as  well  as  the  con- 
tracted labs  for  fiscal  years  1990  through  1993  and  estimates  for 
fiscal  year  1994. 

Mr.  Medley.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 
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Mr.  Durbin.  Also,  for  the  Federal  labs,  provide  a  table  showing 
the  staff  levels  and  operating  cost  of  each  for  fiscal  years  1992  and 
1993  and  estimates  for  fiscal  year  1994. 

Mr.  Medley.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 

[Dollars  in  thousands] 

Fiscal  year  1992  Fiscal  year  1993         Fiscal  year  1994  > 


Laboratory  FfT  FfT  FfT 

Staff-        Dollars        Staff-        Dollars        Staff-        Dollars 
years  years  years 

Eastern 74     $5,250  73      $5,593  76     $5,962 

Midwestern 59       3,947  59       4,132  58       4.270 

Western  51       3,360  48       3,725  50       4,057 

Total 184      12,557  180      13,450  184      14,289 

1  Estimates. 

Mr.  Durbin.  As  you  move  toward  a  more  microbiological  hazards 
testing  inspection  program,  will  these  labs  be  able  to  handle  the  in- 
creased workload? 

Mr.  Medley.  The  increased  laboratory  workload  is  being  care- 
fully monitored.  Program  implementation  has  been  planned  for  im- 
plementation in  stages  to  permit  efficient  utilization  of  laboratory 
resources,  and  necessary  adjustments  to  handle  the  changing  work- 
load. 

FIELD  AUTOMATION  AND  INFORMATION  MANAGEMENT 

Mr.  Durbin.  During  fiscal  year  1992,  your  agency  initiated  a 
field  microcomputer  demonstration  project  to  examine  the  feasibil- 
ity of  using  computer  systems  in  the  field  and  identify  appropriate 
uses  of  such  systems.  What  is  the  status  of  this  project? 

Mr.  Medley.  In  August  1992,  the  Agency  successfully  concluded 
the  Field  Microcomputer  Demonstration  Project,  which  proved  the 
feasibility  of  placing  computers  in  the  hands  of  inspectors. 

Based  on  the  success  of  the  project,  in  fiscal  year  1993,  we  ex- 
panded its  scope  and  established  an  Agency-wide  Field  Automation 
and  Information  Management,  FAIM,  initiative.  FAIM  pilot  tests 
involving  over  150  field  personnel  were  initiated  in  the  field.  This 
year,  the  Agency  is  completing  the  necessary  studies  to  evaluate 
the  pilots,  defining  long-range  information  requirements  of  the  in- 
spection workforce,  re-engineering  those  processes  supporting  in- 
spection, and  measuring  the  benefits  and  costs  resulting  from  ex- 
tending automation  down  to  the  field  level.  Nationwide  implemen- 
tation will  be  phased  in  over  a  five  year  period.  FSIS  is  prepared 
to  proceed  with  implementation  as  funding  permits. 

GRANTS  TO  STATES 

Mr.  Durbin.  Update  the  table  that  appears  on  page  629  of  last 
year's  hearing  record  showing  a  cost  breakout,  by  State,  of  the 
Grants  to  States  program  to  include  fiscal  year  1993  actuals. 

Mr.  Medley.  I  will  provide  a  table  for  the  record  showing  Grants 
to  States  Program  costs  for  fiscal  years  1992  and  1993  and  esti- 
mates for  1994. 

[The  information  follows:] 
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[Dollars  in  thousands) 


State  1992  1993  1994 

Alabama  $1,222  $1,154  $1,129 

Alaska 345  356  320 

Arizona 471  491  479 

Delaware 301  211  215 

Florida  1,930  1,942  2,073 

Georgia  2,307  2,266  2,350 

Hawaii  1,396  1,220  1,294 

Illinois 3,824  3,717  4,094 

Indiana  1,669  1,617  1,687 

Iowa  992  923  938 

Kansas 1,183  1,217  1,296 

Louisiana  1,579  1,475  1,540 

Mississippi  947  976  994 

Montana  312  316  308 

New  Mexico 374  366  346 

North  Carolina 2,580  2,668  2,780 

Ohio  4,224  4,306  4,289 

Oklahoma  1,570  1,509  1,572 

South  Carolina  1,013  1,073  1,004 

South  Dakota 367  381  390 

Texas  4,311  4,738  4,910 

Utah 600  622  682 

Vermont  258  241  222 

Virginia 1,259  1,211  1,236 

West  Virginia  474  559  587 

Wisconsin  2,281  2,464  2,587 

Wyoming  192  227  240 

Total  37,981      38,246      39,562 

FOOD  SAFETY  REVIEW 

Mr.  Durbin.  How  many  copies  of  the  FSIS  Food  Safety  Review 
were  distributed  during  fiscal  year  1993  and  what  was  the  total 
cost  to  produce  and  distribute  this  document? 

Mr.  Medley.  The  total  cost  of  the  Food  Safety  Review  was 
$46,000,  all  of  which  was  incurred  in  fiscal  year  1992.  This  con- 
sisted of  $16,000  for  design,  and  $30,000  for  printing  and  distribu- 
tion. The  last  of  the  five  issues  was  produced  in  fiscal  year  1992, 
and  mailed  in  fiscal  year  1993. 

DIMETRIDAZOLE 

Mr.  Durbin.  What  is  the  status  of  the  issue  between  Canada  and 
the  United  States  regarding  the  use  of  the  drug  Dimetridazole? 

Mr.  Medley.  We  do  not  permit  the  use  of  Dimetridazole  in  prod- 
ucts exported  to  the  United  States.  This  drug  is  illegal  in  the  Unit- 
ed States,  but  not  in  Canada.  Canada  is  monitoring  products  that 
contain  Dimetridazole  to  ensure  that  these  products  do  not  enter 
the  United  States. 

PROGRAM  WORKLOAD 

Mr.  Durbin.  Please  update  the  table  that  appears  on  page  633 
of  last  year's  hearing  record  showing  the  volume  of  meat  and  poul- 
try inspected  at  slaughter  to  reflect  the  separate  cost  associated 
with  each  and  include  fiscal  year  1993. 

Mr.  Medley.  I  will  be  happy  to  update  the  table  for  the  record. 

[The  information  follows:] 
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VOLUME  AND  COST  OF  MEAT  AND  POULTRY  INSPECTED  AT  SLAUGHTER 

[Dollars  in  millions] 

Millions  of  pounds 

Year  Cost 

Red  meat         Poultry 

1981  36,963  20,305  $171 

1982  35,873  20,575  180 

1983  35,738  21,179  187 

1984  36,654  21,546  195 

1985  36,193  22,980  210 

1986  37,042  24,273  203 

1987  36,300  25,700  212 

1988  36,885  28,213  225 

1989  37,400  30,268  237 

1990  38,413  31,932  248 

1991  36,190  33,959  262 

1992  38,727  35,679  282 

1993  40,688  37,095  296 

PROGRAM  ENFORCEMENT 

Mr.  Durbin.  Also,  update  the  table  that  appears  on  the  same 
page  showing  the  number  of  FSIS  enforcement  activities  to  include 
fiscal  year  1993. 

Mr.  Medley.  I  will  be  happy  to  provide  an  update  for  the  record. 

[The  information  follows:] 

FSIS  ENFORCEMENT  ACTIVITIES 

1988     1989     1990     1991     1992     1993 

Cases  received 1.139  1,180  1,060  1,360  1,490  1,348 

Cases  filed  with  hearing  clerk 10  10  7  4  13  4 

Prosecutions 34  29  34  35  51  22 

Civil  injunctions 12  0  10  0 

Seizures 0  4  3  0  0  1 

Warning  letters  1,533  1,704  1,561  1,842  1,868  1,721 

Administrative  orders  13  5  6  6  11  4 

Detentions  785  1,019  1,126  883  881  796 

Pounds  detained  (millions) 11.5  8.2  8.3  16.8  x  85.6  13.1 

Recalls  monitored  17  17  28  27  38  36 

Planned  reviews 9,887  10,123  10,003  10,712  11,893  12,114 

Random  reviews 46,351  50,243  46,228  52,704  45,184     2  36,179 

Total  reviews  56,238     60,366      56,231      63,416     57,077       48,293 

■In  fiscal  year  1992,  one  detention  involved  50,412,176  pounds  of  product  and  another  detection  involved  18,991,352  pounds.  These  two 
detentions,  when  added  together  with  our  normal  detentions,  resulted  in  an  extraordinary  large  tonnage  of  detained  product  for  the  year. 

1  Random  reviews  declined  in  fiscal  year  1993  due  to  the  need  to  divert  personnel  to  the  investigation  of  problems  related  to  the  E.  coli 
outbreak  in  the  Northwest. 

DONALD  L.  HOUSTON  TRAINING  CENTER 

Mr.  Durbin.  Your  agency  has  a  training  center  located  at  Texas 
A&M  University.  Please  provide  a  table  showing  the  annual  costs 
to  operate  this  training  center  since  it  was  first  established. 

Mr.  Medley.  The  Donald  L.  Houston  Training  Center  at  Texas 
A&M  University  was  established  in  fiscal  year  1988  to  provide 
training  for  inspectors  and  other  employees.  I  will  provide  a  table 
for  the  record  that  shows  annual  operating  costs  from  the  center's 
inception. 

[The  information  follows:] 

Year:  Contract 

1988  $780,000 
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1989  2,371,561 

1990  2,690,911 

1991  2,562,274 

1992  2,996,522 

1993  2,748,279 

1994  2,388,453 

Mr.  Durbin.  How  many  FSIS  employees  are  located  at  this  train- 
ing center? 

Mr.  Medley.  There  are  20  employees  currently  located  at  the 
Donald  L.  Houston  Training  Center. 

Mr.  Durbin.  How  many  employees  were  trained  at  the  Center 
during  fiscal  year  1993  and  how  many  do  you  anticipate  training 
during  fiscal  year  1994? 

Mr.  Medley.  During  fiscal  year  1993,  1,386  students  attended 
training  at  the  Center.  In  fiscal  year  1994,  FSIS  plans  to  send  ap- 
proximately 1,600  students  to  the  Center  for  training. 

Mr.  Durbin.  What  were  the  recommendations  of  the  task  force 
that  was  established  to  develop  new  approaches  to  training? 

Mr.  Medley.  The  Agency  Training  Steering  Committee  was 
formed  in  February  1993  and  has  met  four  times.  During  these 
meetings,  background  information  was  presented  and  discussed  re- 
garding the  structure,  policy,  and  how  individual  programs  within 
FSIS  manage  training.  Development  of  an  Agency-wide  needs  as- 
sessment instrument  and  survey  protocol  is  underway  at  this  time. 
The  Agency's  Human  Resources  Development  Division  is  working 
closely  with  Texas  A&M  University  on  developing  new  methods  of 
training,  and  we  anticipate  recommendations  early  in  fiscal  year 
1995. 

PROGRAM  WORKLOAD 

Mr.  Durbin.  Please  update  the  table  that  appears  on  page  635 
of  last  year's  hearing  record  showing  the  number  of  poultry  car- 
casses inspected  to  include  fiscal  year  1993. 

Mr.  Medley.  I  will  be  happy  to  provide  that  information  for  the 
record. 

[The  information  follows:] 

POULTRY  CARCASSES  INSPECTED  PER  FISCAL  YEAR 
[In  millions] 

*■ JBS,    JSS    ^    D^     ■» 

1981  4,058  205  164  18  1.4 

1982 4,079  196  161  19  1.0 

1983 4,156  190  166  21  1.1 

1984  4,202  173  163  20  1.3 

1985 4,427  189  172  21  1.1 

1986 4,593  187  192  23  1.2 

1987  4,929  193  223  23  1.6 

1988 5,149  197  237  24  3.4 

1989  5,422  184  244  22  3.0 

1990 5,787  184  267  21  3.6 

1991  6,146  171  278  21  5.5 

1992  6,369  181  280  18  5.1 

1993  6,613  171  277  20  5.3 
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LABEL  APPROVALS 

Mr.  Durbin.  What  is  the  status  of  your  initiative  to  automate  the 
label  approval  process? 

Mr.  Medley.  FSIS  is  actively  researching  and  developing  auto- 
mated systems  to  enhance  the  accuracy  and  efficiency  of  the  label 
approval  process.  To  this  end,  the  Agency  already  has  in  place  a 
PC-based  technical  reference  system  that  maintains,  distributes, 
and  retrieves  all  Agency  issuances  such  as  regulations  and  direc- 
tives. This  system  has  proved  invaluable  in  improving  the  overall 
efficiency  of  the  day-to-day  label  review  and  approval  activities.  We 
are  also  in  the  final  stage  of  a  plan  to  establish  a  multi-user,  inter- 
active automated  system  to  help  track  label  review  requests,  better 
document  decisions,  and  provide  more  timely  management  informa- 
tion regarding  label  review  results.  This  system  should  be  oper- 
ational soon.  In  an  effort  to  better  evaluate  labeling  with  nutri- 
tional information,  the  Agency  is  developing  a  PC-based  reference 
system  and  guide  that  will  allow  the  label  reviewers  to  better  as- 
sess the  accuracy  of  nutrition  information,  including  nutrition 
claims  and  presentation  of  the  information. 

Mr.  Durbin.  One  of  the  projects  you  were  looking  at  last  year 
was  a  revision  of  the  label  application  form.  You  expected  develop- 
ment and  testing  to  be  completed  by  the  third  quarter  of  fiscal  year 
1993. 

Mr.  Medley.  At  this  time,  we  have  decided  to  postpone  any  fur- 
ther development  of  the  revision  of  the  label  application  form.  Our 
initial  study  has  shown  that  a  substantial  change  in  the  present 
application  form  would  require  significant  software  programming, 
hardware  acquisitions,  and  redesign  of  the  current  label  review 
process.  We  believe  that  these  effects  must  be  addressed  in  more 
detail  before  we  continue. 

Mr.  Durbin.  Last  year  you  provided  the  Committee  with  two  ta- 
bles. One  showed  the  staff  years  and  cost  of  the  labeling  program 
and  the  other  showed  the  number  of  labels  processed  and  approved. 
Would  you  please  update  both  of  these  tables  to  include  fiscal  year 
1993.  Also,  footnote  the  staff  year  table  to  reflect  the  total  staff 
year  level  devoted  to  actually  reviewing  labels. 

Mr.  Medley.  I  will  be  happy  to  provide  an  update  of  those  two 
tables  for  the  record. 

[The  information  follows:] 

LABELS  PROCESSED  AND  APPROVED 

Year 

1981  

1982  

1983  

1984  

1985  

1986  

1987  

1988  

1989  

1990  

1991  

1992  

1993  


Processed 

Approved 

118,540 

101,280 

120.315 

102,596 

115.430 

100,271 

151,591 

129,852 

134,432 

114.938 

149,019 

129,819 

158,082 

135,176 

182,403 

154,570 

180.404 

154.799 

184.887 

160,258 

210,957 

191,018 

192,330 

173,801 

145,526 

135.372 
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STAFF  YEARS  AND  COST  OF  LABELING  PROGRAM 


Year  J*     Costs 


1981  35  $979,415 

1982  39  1,160,382 

1983  38  1,239,659 

1984  38  1,288,850 

1985  40  1,548,891 

1986  39  1,438,084 

1987  42  1,796,385 

1988  45  1,785,065 

1989  42  1,730,913 

1990  41  1,920,921 

1991  37  2,167,177 

1992  30  1,482,392 

1993  29  1,372,635 


There  are  12  specialists  who  review  labels. 

ORGANIC  FOODS  PRODUCTION  ACT 

Mr.  Durbin.  Are  any  funds  being  devoted  to  the  Organic  Foods 
Production  Act  in  fiscal  year  1994?  If  so,  how  much? 

Mr.  Medley.  No  FSIS  funds  are  being  devoted  to  the  Organic 
Foods  Production  Act  in  fiscal  year  1994. 

SALMONELLA 

Mr.  Durbin.  A  procedure  to  study  the  effectiveness  of  feeding 
chicks  harmless  bacteria  that  will  compete  with  and  inhibit  the 
Salmonella  bacteria  was  to  be  initially  tested  in  Puerto  Rico  in 
May  1993.  What  is  the  status  of  this  study? 

Mr.  Medley.  The  Food  Safety  and  Inspection  Service  cooperated 
with  the  Agricultural  Research  Service  to  conduct  three  repetitions 
of  a  competitive  exclusion  study  at  the  Empresas  PICU  facilities  in 
Puerto  Rico.  This  project  used  an  undefined  culture  derived  from 
specific  pathogen  free  birds.  The  culture  was  administered  to  the 
chicks  while  they  were  still  in  the  hatchers.  These  trials  provided 
some  protection  to  broilers  against  cecal  colonization  with  Sal- 
monella. 

ARS  and  Texas  A&M  have  now  developed  a  defined  competitive 
exclusion  culture  to  administer  to  chicks.  There  are  currently  three 
test  farms  in  production  in  Puerto  Rico.  Each  farm  has  one  house 
treated  with  the  defined  culture  and  one  house  from  the  same  lot 
of  hatching  eggs  as  controls.  The  treated  birds  were  slaughtered  on 
April  19,  and  control  birds  on  April  20,  1994. 

Preliminary  data  are  encouraging.  If  successful,  this  could  rep- 
resent a  practical,  economical  control  point  that  could  reduce 
pathogens  on  ready-to-cook  poultry. 

ELASTIC  NETTING 

Mr.  Durbin.  In  a  court  settlement  over  a  nitrosamine  problem 
resulting  from  the  use  of  elastic  netting  on  hams,  industry  agreed 
to  both  reformulate  the  rubber  thread  on  the  netting  and  petition 
FDA  for  approval  of  the  reformulated  rubber  for  food  contact.  Has 
industry  complied  with  the  settlement? 
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Mr.  Medley.  It  is  my  understanding  that  the  ham  manufactur- 
ers have  submitted  a  petition  to  FDA  for  re-formulated  rubber  net- 
ting. 

MEAT  AND  POULTRY  IMPORTS 

Mr.  Durbin.  For  the  record,  update  the  table  that  appears  on 
page  645  of  last  year's  hearing  record  showing  a  breakout  of  the 
amount  of  meat  and  poultry  products  imported  into  the  U.S.,  by 
country,  to  include  fiscal  year  1993. 

Mr.  Medley.  I  will  be  happy  to  provide  this  information  for  the 
record. 

[The  information  follows:] 
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NATIONAL  CORRELATION  CENTER 

Mr.  Durbin.  The  National  Correlation  Center  was  established  in 
fiscal  year  1991  with  fiscal  year  1992  being  the  first  full  year  of  op- 
eration. Tell  us  specifically,  what  has  the  Center  accomplished  in 
the  last  two  years? 

Mr.  Medley.  The  National  Correlation  Center  is  responsible  for 
providing  pathology  correlation  seminars  throughout  the  country 
for  Agency  veterinarians.  Pathology  correlation  seminars  are  spe- 
cific for  a  particular  species.  Since  the  Center's  inception,  prac- 
tically all  field  veterinarians  have  participated  in  at  least  one  semi- 
nar. A  total  of  111  seminars  have  been  held  involving  1,474  veteri- 
narians. 

Mr.  Durbin.  Where  is  the  Center  located? 

Mr.  Medley.  The  National  Correlation  Center  is  located  in 
Ames,  Iowa. 

Mr.  Durbin.  Provide  a  table  showing  the  cost,  both  dollars  and 
staff,  of  the  Center  for  fiscal  years  1992  and  1993  and  estimates 
for  fiscal  year  1994. 

Mr.  Medley.  I  will  be  happy  to  provide  that  information  for  the 
record. 

[The  information  follows:] 

Fiscal  year — 


1992  1993  1994 


Staff  years 5.6  5.8  5.4 

Expenses $436.504      $442,626      $404,896 

IMPORTED  POULTRY  STANDARDS 

Mr.  Durbin.  A  decision  of  the  Appeals  Court  in  New  Orleans  on 
the  lawsuit  filed  by  the  National  Broiler  Council  and  the  Mis- 
sissippi Poultry  Association  concerning  the  implementation  of  a 
1985  Farm  Bill  provision  dealing  with  standards  for  imported  poul- 
try was  expected  in  May  1993.  What  was  the  decision? 

Mr.  Medley.  The  Court  held  a  rehearing  on  January  18,  1994 
but  has  not  reached  a  decision  at  this  date. 

NATIONAL  ADVISORY  COMMITTEE 

Mr.  Durbin.  Did  the  National  Advisory  Committee  on  Meat  and 
Poultry  Inspection  meet  during  fiscal  year  1993?  If  so,  what  were 
the  recommendations  made  to  the- Agency? 

Mr.  Medley.  The  Advisory  Committee  met  on  April  7  and  8, 
1993  in  Bethesda,  Maryland.  During  the  meeting  the  Committee 
heard  presentations  on  the  Track  I/Track  II  program,  the  Pathogen 
Reduction  Program,  FDA's  Seafood  HACCP  plans,  FSIS  plans  for 
Risk  Assessment,  Food  Labeling,  US-European  Community  Rela- 
tions and  the  RTI  Review  of  the  USDA  Meat  and  Poultry  Exemp- 
tions Policy.  The  Committee  unanimously  supported  the  Agency's 
Track  I/Track  II  program,  endorsed  the  Pathogen  Reduction  Pro- 
gram, and  provided  comments  on  the  food  labeling  issue. 


980 

ANTIBIOTIC  AND  SULFONAMIDE  RESIDUE 

Mr.  DURBIN.  A  report  of  the  findings  of  a  surveillance  program 
to  determine  antibiotic  and  sulfonamide  residue  frequency  in  dairy 
and  beef  cows  was  supposed  to  be  available  in  the  Spring  of  1993. 
What  did  you  find? 

Mr.  Medley.  A  report  on  the  cow  surveillance  study  will  be 
available  within  the  next  month.  Significant  delays  were  experi- 
enced in  developing  the  report  on  this  sampling  program.  This 
study  entailed  a  complex  protocol  with  the  objectives  of  obtaining 
a  true  prevalence  for  antibiotic  and  sulfa  residues  in  dairy  cows  vs. 
beef  cows  as  well  as  any  regional  geographic  differences  in  occur- 
rence which  took  longer  to  complete  than  expected.  I  will  provide 
preliminary  findings  for  the  record. 

[The  information  follows:] 

COW  SURVEILLANCE:  PRELIMINARY  FINDINGS 

M.,mk.r        Percent 


a  nee 


Beef  cows: 

Antibiotics 1.701              1.7 

Sulfonamides 535              1.4 

Dairy  cows: 

Antibiotics 3,8%             2.1 

Sulfonamides 1.163 07 

CODEX  ALIMENTARIUS 

Mr.  DURBIN.  The  Codex  Alimentarius  Commission  was  scheduled 
to  meet  in  June  and  July  of  1993.  What  were  the  results  of  this 
meeting? 

Mr.  Medley.  The  Codex  Alimentarius  Commission  held  its  20th 
session  from  June  28  through  July  7,  1993  in  Geneva,  Switzerland. 
The  Commission  endorsed  a  series  of  medium-term  objectives 
through  1998  and  called  for  the  development  of  a  plan  for  imple- 
mentation. They  also  discussed  the  incorporation  of  risk  assess- 
ment procedures  in  the  Codex  decision  making  process;  designated 
New  Zealand  as  the  host  government  for  the  committee  on  milk 
and  milk  products,  adopted  terms  of  reference  for  the  Committee 
on  Food  Import  and  Export  Inspection  and  Certification  Systems, 
adopted  maximum  residue  limits  for  18  pesticides,  and  covered  pro- 
cedural and  budgetary  matters. 

The  Commission  adopted  the  first  maximum  residue  limits  for 
six  compounds — Albendazole,  Closantel,  Ivermectin, 

Benzypenicillin,  Oxytetracycline,  and  Carbadox.  The  Commission 
decided  to  hold  the  maximum  residue  limits  for  Trenbolone  acetate 
at  step  8  of  its  procedure,  placing  it  in  the  same  category  as  Estra- 
diol, Progesterone,  Testosterone,  and  Zeranol. 

Mr.  DURBIN.  When  will  the  Commission  meet  again? 

Mr.  Medley.  The  21st  session  of  the  Codex  Alimentarius  Com- 
mission is  scheduled  for  July  3  through  12  1995,  in  Rome,  Italy. 
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LIVESTOCK  INSPECTED 

Mr.  Durbin.  Update  the  table  that  appears  on  page  649  of  last 
year's  hearing  record  showing  the  number  of  livestock  inspected  at 
slaughter,  by  species,  to  include  fiscal  year  1993. 

Mr.  Medley.  I  will  be  happy  to  provide  that  information  for  the 
record. 

[The  information  follows:] 

LIVESTOCK  INSPECTED  PER  FISCAL  YEAR 

[In  thousands] 

Year  Cattle         Calves         Sheep         Goats  Swine         Equines 

1985  33,295  2,983  5,826 

1986 34,822  3,215  5,411 

1987  34,811  2,779  5,096 

1988 32,790  2,437  4,802 

1989 31,340  2,177  5,059 

1990 33,034  1,872  5,141 

1991  29,620  1,463  4,449 

1992 30,759  1,353  5,129 

1993  32,569  1,210  5,094 

MEAT  AND  POULTRY  EXPORTS 

Mr.  Durbin.  Provide  a  list  of  countries  that  received  meat  and 
poultry  exports,  how  much  they  received,  and  the  dollar  value  for 
fiscal  year  1993. 

Mr.  Medley.  I  will  be  happy  to  provide  this  information  for  the 
record. 

[The  information  follows:] 
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HAZARD  ANALYSIS  AND  CRITICAL  CONTROL  POINT  INSPECTION 

Mr.  DURBIN.  Mr.  Medley,  your  agency  has  been  studying  the 
Hazard  Analysis  and  Critical  Control  Point,  HACCP,  system  for 
use  in  five  areas  of  the  meat  and  poultry  inspection  process  as  a 
result  of  public  hearings  held  back  in  1990.  At  these  hearings  it 
was  decided  that  HACCP  should  apply  only  to  safety  issues,  such 
as  the  prevention  of  microbiological,  chemical,  and  physical  hazards 
in  meat  and  poultry  production.  The  five  areas  being  studied  were 
refrigerated  foods,  cooked  sausage,  fresh  ground  beef,  poultry 
slaughter,  and  swine  slaughter.  In  March  1993,  FSIS  completed 
the  workshop  phase  of  the  Agency's  HACCP  models.  These  work- 
shops were  held  with  academic  and  industry  technical  experts  to 
create  generic  HACCP  models.  The  pilot  testing  of  all  five  areas 
was  scheduled  for  completion  during  the  Summer  of  1993.  A  final 
report  of  the  entire  study  was  scheduled  for  completion  by  the  end 
of  September  1993.  What  were  the  findings  and  recommendations 
of  this  system?  Please  provide  a  copy  of  this  report  for  the  record. 

Mr.  Medley.  A  series  of  reports  on  the  results  of  the  various 
phases  and  activities  undertaken  by  the  Agency,  participants,  and 
the  nine  volunteer  plants  are  being  issued.  Agency  activities  in- 
cluded consultations  and  public  hearings  to  explain  HACCP  and 
the  Agency's  efforts,  workshops  to  develop  model  HACCP  plans,  in- 
plant  testing  to  trial  the  specific  plant  HACCP  plans  at  nine  volun- 
teer plants  and  an  assessment  of  the  overall  experience  of  the 
Agency.  Because  of  the  length  of  time  the  pilot  testing  took — over 
27  months — analyses  of  the  case  studies  for  refrigerated  foods, 
cooked  sausages,  and  poultry  slaughter  are  being  completed  now 
and  the  report  of  their  experiences  are  expected  to  be  completed  by 
July  1994.  The  results  of  the  five  workshops,  development  of  the 
five  models,  and  the  review  of  HACCP  systems  literature  review 
are  now  being  printed. 

The  pilot  testing  of  the  refrigerated  foods,  cooked  sausages,  and 
poultry  slaughter  plants  was  completed  in  late  August  1993.  The 
testing  was  sequenced  by  generic  model  type  for  each  of  three  vol- 
unteer plants  for  each  model.  The  length  of  time  the  piloting  test- 
ing lasted  at  each  plant  ranged  from  12  to  18  months.  The  first 
testing  started  in  July  1991  and  the  last  pilot  testing  ended  in  late 
August  1993.  While  preliminary  analysis  of  the  individual  plant  re- 
sults were  conducted  as  data  were  received,  final  analysis  for  each 
case  study  could  not  begin  until  all  results  of  the  various  phases 
of  the  pilot  testing  were  completed.  The  final  analysis  is  just  about 
completed  and  the  final  case  study  reports  are  expected  to  be  com- 
pleted by  late  July  1994. 

We  will  gladly  provide  the  Committee  with  copies  of  each  report 
as  soon  as  they  are  published. 

Mr.  DURBIN.  In  May  1993,  the  Secretary  directed  FSIS  to  provide 
him  with  a  plan  for  the  implementation  of  a  mandatory  HACCP 
program  in  meat  and  poultry  establishments.  On  January  13,  1994, 
the  Secretary  announced  that  FSIS  will  sponsor  a  HACCP  round 
table  to  further  and  more  completely  explore  HACCP-related  is- 
sues. This  round  table  is  expected  to  be  held  around  mid-March 
1994  with  a  proposed  rule  expected  approximately  six  months 
later.  The  National  Academy  of  Sciences  and  the  National  Advisory 
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Committee  on  Microbiological  Criteria  for  Foods  have  contributed 
to  this  study.  The  Food  and  Drug  Administration  has  approved  the 
HACCP  concept  for  food  processing.  The  HACCP  concept  has  been 
around  for  a  long  time  and  FSIS  has  been  studying  it  for  at  least 
four  years.  Why  is  there  a  need  to  further  delay  its  implementation 
with  this  round  table? 

Mr.  Medley.  Secretary  Espy  announced  in  late  May  1993  that 
he  was  requesting  the  Food  Safety  and  Inspection  Service  to 
present  him  with  a  plan  for  making  the  Hazard  Analysis  and  Criti- 
cal Control  Point  system  of  process  control  mandatory  in  all  the 
Nation's  Federally  inspected  meat  and  poultry  establishments.  At 
the  Secretary's  direction  to  ensure  greater  input  from  all  constitu- 
ent and  other  interests,  it  was  determined  that  it  would  be  bene- 
ficial to  provide  all  constituent  groups  with  a  forum  to  comment  on 
development  of  a  mandatory  HACCP  system.  Therefore,  FSIS  an- 
nounced that  a  HACCP  round  table  discussion  would  be  held.  FSIS 
viewed  the  round  table  as  an  opportunity  to  allow  free  and  frank 
discussion  of  the  legitimate  concerns  of  all  constituents  prior  to  the 
issuance  of  a  proposed  regulation  on  HACCP.  The  meeting  was  en- 
visioned as  a  substantive  opportunity  to  assist  FSIS  through  a 
thorough  discussion  of  the  issues  regarding  HACCP.  The  Round 
Table  discussion  was  held  March  30-31.  This  will  aid  FSIS  in 
drafting  the  rule  for  implementing  a  HACCP  system  of  production 
in  all  meat  and  poultry  establishments.  The  estimated  date  of  com- 
pletion for  this  project  is  the  fall  of  1994. 

Mr.  Durbin.  I  read  in  your  statement  that  many  legitimate  ques- 
tions concerning  HACCP's  application  in  meat  and  poultry  estab- 
lishments must  be  resolved  before  regulations  can  be  implemented. 
Tell  us  what  these  questions  are. 

Mr.  Medley.  There  are  a  number  of  issues  that  need  to  be  thor- 
oughly examined  prior  to  issuance  of  a  HACCP  rule.  We  must  be 
sure  that  we  have  considered  all  problems  associated  with:  HACCP 
plan  approval,  training/certification,  phase-in  procedures,  measures 
of  effectiveness,  compliance/enforcement,  and  the  relationship  and 
effect  of  HACCP  on  the  current  inspection  program. 

Mr.  Durbin.  The  Agency  is  conducting  a  pilot  program  of  taking 
a  microbiological  sample  at  a  variety  of  critical  control  points  in 
beef  slaughter  plants  between  November  1993  and  February  1994. 
Would  you  please  tell  the  Committee  why  this  pilot  is  being  con- 
ducted? 

Mr.  Medley.  The  Critical  Control  Point  Microbiological  Verifica- 
tion testing  of  beef  slaughter  operations  was  developed  to  provide 
the  Agency  with  experience  in  applying  micro  testing  at  Critical 
Control  Points. 

The  pilot  study  was  initiated  to  determine  the  suitability  of  the 
sampling  technique,  the  carcass  sampling  sites,  and  the  chosen 
control  points  and  to  provide  information  on  the  length  of  time  re- 
quired for  the  taking  of  samples  and  number  of  people  required. 

Mr.  Durbin.  What  were  the  results  of  the  pilot? 

Mr.  Medley.  The  data  is  currently  being  analyzed  and  we  have 
not  yet  drawn  any  conclusions  from  the  study.  Results  from  this 
project  should  be  available  by  June  30,  1994. 

Mr.  DURBIN.  Why  didn't  the  pilot  include  poultry  slaughter 
plants  as  well? 
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Mr.  Medley.  Neither  poultry  slaughter  plants  nor  swine  slaugh- 
ter plants  were  included  in  this  initial  study.  Since  a  considerable 
amount  of  work  is  necessary  to  plan,  develop  and  implement  a  pro- 
gram of  this  scope,  phased-in  implementation  was  planned.  The 
poultry  study  is  scheduled  to  begin  this  fall;  the  swine  phase,  this 
summer. 

MECHANICALLY  SEPARATED  MEAT 

Mr.  Durbin.  A  lawsuit  filed  against  the  Agency  sought  an  order 
requiring  USDA  to  finalize  a  1988  proposed  rule  to  amend  the  reg- 
ulations to  allow  products  containing  mechanically  separated  meat 
to  be  labeled  in  the  ingredient  statement  as  meat.  The  Court  re- 
quested that  USDA  make  a  decision  on  this  issue  by  the  end  of 
February  1994.  Briefly  describe  the  issue  and  tell  us  why,  after  al- 
most six  years,  this  proposed  rule  has  not  been  acted  on. 

Mr.  Medley.  Several  red  meat  sausage  manufacturers  have  al- 
leged that  without  a  regulatory  definition  and  standard  for  certain 
poultry  products  produced  by  mechanical  deboning,  a  disparate  sit- 
uation exists  between  labeling  requirements  for  poultry  and  meat 
products  produced  by  mechanical  deboning. 

A  court  ruling  required  FSIS  to  address  this  matter  and  on 
March  3,  1994,  the  Agency  published  two  documents  in  the  Federal 
Register.  An  Advance  Notice  of  Proposed  Rulemaking  requesting 
public  comments  on  tentative  positions  FSIS  has  taken  in  regard 
to  a  decision  to  pursue  the  development  of  amendments  to  the  Fed- 
eral Poultry  Products  Inspection  Regulations  which  will  define, 
standardize  and/or  establish  other  requirements  for  poultry  prod- 
ucts produced  by  mechanical  deboning.  The  other  document — a  pro- 
posed rule — will  amend  the  Federal  Meat  Inspection  Regulations 
by  defining  meat  to  include  product  resulting  from  advanced  meat/ 
bone  separation  systems  that  do  not  grind  or  pulverize  bones  to  re- 
move attached  muscle  tissue.  The  proposed  rule  will  also  establish 
criteria  for  such  product  to  assure  consistency  with  the  characteris- 
tics of  meat.  The  comment  period  on  these  dockets  closes  May  2, 
1994. 

FOOD  SAFETY  INITIATIVES 

Mr.  Durbin.  According  to  your  statement,  you  currently  have 
over  70  food  safety  initiatives  underway.  For  the  record,  please  pro- 
vide a  brief  summary  of  these  initiatives. 

Mr.  Medley.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 
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Synopsis  of  the  initiatives  of  FSIS's  Pathogen  Reduction  Program. 
The  activities  are  categorized  by  program  area. 

LIVE  ANIMAL  ACTIVITIES 

Assessment  of  Exposure  to  E.  coli  0157 :H7. 

Pennsylvania  Salmonella  enteritidis  (SE)  pilot  project. 

National  Dairy  Heifer  Evaluation  Project  (NDHEP) . 

NDHEP  Follow-up. 

Develop  National  Food  Safety  Agenda  document. 

Salmonella  enteritidis  (SE) Surveys  of  Poultry  and  Eggs. 

Salmonella  enteritidis  (SE)Traceback  Program. 

Targeted  on-farm  investigations  of  E.  coli. 

Salmonella  enteritidis  (SE) research. 

Draft  legislation  enabling  on-farm  investigations. 

Pathogen  prevention  research  (vaccines  and  probiotics) . 

Analyze  data  from  state  universities,  vet.  labs,  and  FSIS 

database. 

Calif.  Cull  Dairy/Beef  quality  assurance  model  program. 

Bovine  Tuberculosis  in  Cervidae  Herds. 

Scrapie  Flock  Certification  Program. 

Pennsylvania  Egg  Quality  Assurance  Program. 

SLAUGHTER  PLANT  ACTIVITIES 

Publish  proposed  rule  for  mandatory  record-keeping. 

Steer/Heifer  Microbiologic  Baseline  Study. 

Cow/Bull  Microbiologic  Baseline  Study. 

Broiler  Chicken  Microbiologic  Baseline  Study. 

Turkey  Microbiologic  Baseline  Study. 

Market  Hog  Microbiologic  Baseline  Study. 

Targeted  Microbiologic  Investigations. 

Use  data  to  establish  pathogen  reduction  targets. 

Disabled  Cow  Microbiologic  Sampling. 

Microbiological  Equipment  Sampling  in  Pre-op  Sanitation. 

Beef  Slaughter  Process  Control. 

Contract  Research  Studies. 

Beef  Trimming  vs.  Washing. 

Develop  clean  meat  program  for  all  meat  species. 

Develop  clean  poultry  program  for  all  poultry  classes. 

Revise  carcass  Acceptable  Quality  Level  directive  to  eliminate 

fecal  and  ingesta  defects. 

Immediate  action  to  implement  cattle  clean  meat  program  in  beef 

slaughter  plants. 

Instructions  to  field  inspectors  on  mandatory  trimming  in 

slaughter  operations. 

Implement  stronger  pre-operational  sanitation  program  in  meat 

slaughter  plants. 

Revise  Sanitation  Handbook  for  inspectors  and  supervisors. 

Publish  a  directive  allowing  for  application  of  organic  acid 

sprays. 

Publish  a  directive  allowing  the  use  of  trisodium  phosphate  (TSP) 
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as  antimicrobial  agent. 

Pilot  test  and  evaluate  effectiveness  and  feasibility  of 

dehairing  cattle  prior  to  hide  removal  and  evisceration. 

Examine  current  criteria  for  classifying  veterinary  assignments 

in  bovine  slaughter  plants. 

Hold  HACCP  Roundtable. 

Develop  rapid  microbiologic  methods  for  laboratory  or  in-plant 

use. 


PROCESSING  PLANT  ACTIVITIES 

Ground  Beef  Survey. 

Critical  Control  Point  (CCP)  microbiologic  testing  of  ground  beef 

patties. 

Conduct  focus  group  research  for  safe  handling  instruction 

labels. 

Achieve  consensus  with  FDA  on  storage,  handling  and  cooking 

parameters. 

Rulemaking  for  safe  handling  instruction  labels. 

Issue  regulations  specifying  heat  processing,  cooling,  handling, 

labeling,  and  storage  requirements  for  meat  products. 

Issue  directives  to  inspection  personnel  identifying  tasks, 

methods,  and  procedures  for  inspecting  cooked  patties. 

Mandate  recordkeeping  for  finished  products. 

Support  industry  submission  of  a  Food  Additive  Petition  to  FDA 

permitting  irradiation  of  raw  beef  products. 

Establish  time  and  temperature  requirements  to  reduce  bacteria 

proliferation  in  ground  meat  and  meat  trimmings. 

Revise  Boneless  Meat  Reinspection  Directive  to  make  fecal  and 

ingesta  contamination  an  automatic  failure. 

Revise  Sanitation  Handbook  for  inspectors  and  supervisors. 

Devise  uniform  pre-operational  sanitation  inspection  program  for 

all  processing  plants. 

FOOD  SERVICE  AND  RETAIL  ACTIVITIES 

Cooperate  with  FDA  to  produce  teleconferences  on  food  safety 

topics  for  state  and  local  health  officials. 

Provide  technical  and  resource  assistance  to  states  for 

enforcement  efforts. 

Produce  video  tape  for  state  and  local  health  officials 

demonstrating  proper  method  for  analyzing  meat  and  poultry 

samples. 

Educate  fast  food  chain  and  restaurant  employees. 

Coordinate  with  HHS  Office  on  Aging  to  develop  and  distribute 

food  safety  education  materials  to  food  preparers  serving  senior 

citizens. 

Produce  and  distribute  food  safety  education  materials  to  day 

care  centers  and  schools. 
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CONSUMER  AWARENESS  ACTIVITIES 

Improve  understanding  of  the  risks  involved  in  unsafe  food 

handling  practices  and  practical  food  safety  advice  steps  for 

consumers . 

Conduct  a  public  awareness  campaign  in  conjunction  with 

implementation  of  the  Safe  Food  Handling  Label  final  rule. 

Produce  a  video  tape  on  safe  food  handling  targeted  to  pregnant 

women  and  mothers  with  small  children  (Women,  Infants  and 

Children  Program  participants  and  others) . 

Develop  a  food  safety  education  program  targeted  to  children  aged 

4-10. 

Work  with  various  constituent  groups  to  promote  existing  and  new 

consumer  education  materials. 

Publish  "Margin  of  Safety"  project  report,  "A  Quick  Consumer 

Guide  to  Safe  Food  Handling"  and  "Preventing  Foodborne  Illness," 

for  Extension  agents,  local  public  health  and  other  food  safety 

educators . 


FEDERAL  GOVERNMENT  PROCESS 

Design  a  new,  risk-based,  farm-to-table  regulatory  program  for 

meat  and  poultry  production. 

Hire  physician  to  head  public  health  division  of  FSIS. 

Detail  FSIS  liaison  officer  to  CDC  to  help  integrate  meat  and 

poultry  safety  issues  into  CDC  planning  and  operations. 

Publish  regulation  permitting  agencies  other  than  ARS  to  contract 

for  research. 

Form  interagency  task  force  on  pathogen  reduction. 

Employ  additional  in-plant  inspectors. 

PROGRAM  REVIEW  AND  INTERNAL  ASSESSMENT  ACTIVITIES 

Establish  Review  &  Assessment  program  in  FSIS. 

Conduct  investigations  of  alleged  program  breakdowns. 

Track  complaints  and  referrals. 

Conduct  special  project  reviews. 

Review  1,000  federally  inspected  meat  and  poultry  plants, 

including  650  with  history  of  non-compliance. 

Develop  profile  of  non-compliant  plants. 

Conduct  reviews  of  plants  involved  in  supply  and  production  of 

beef  for  hamburger. 

NEW  INITIATIVES 

Develop  principles  and  models  for  quantitative  risk  assessment  of 
microbiological  hazards. 

Conduct  reviews  of  all  plants  operating  under  the  New  Turkey 
Inspection  System. 


994 

STRATEGIC  PLAN  HEARINGS 

Mr.  Durbin.  FSIS  held  six  public  hearings  across  the  country  to 
allow  the  public  to  provide  input  on  the  Department's  Strategic 
Plan  to  revolutionize  the  inspection  system.  When  and  where  were 
these  hearings  held  and  what  resulted  from  having  them? 

Mr.  Medley.  The  hearings  were  held  in  May  and  June,  1993  in 
Dallas,  Seattle,  Des  Moines,  Oakland,  Atlanta,  and  Philadelphia. 
The  purpose  of  the  hearings  was  to  solicit  public  comments  on  the 
proposed  FSIS  Strategic  Plan  and  the  Pathogen  Reduction  Pro- 
gram. 

We  sent  invitations  to  consumer  groups,  professional  associa- 
tions, academia,  major  industry  segments,  State  and  local  govern- 
ments, and  other  government  and  public  health  professionals.  We 
received  comments  from  more  than  280  interested  parties,  includ- 
ing Senators  and  Members  of  the  House.  Of  those  who  commented 
on  the  plans,  94  percent  supported  the  proposed  FSIS  Strategic 
Plan  and  93  percent  supported  the  Pathogen  Reduction  Program. 
The  comments  that  we  have  received  from  all  sources,  including 
our  own  employees,  will  be  carefully  reviewed  before  developing  the 
final  strategic  plan. 

PATHOGEN  REDUCTION  PROGRAM 

Mr.  Durbin.  Please  provide  a  copy  of  the  report  on  the  Pathogen 
Reduction  Program  outlining  the  scientific,  regulatory,  and 
consumer  activities  of  the  program. 

Mr.  Medley.  I  will  be  happy  to  provide  that  information  for  the 
record. 

[Clerk's  note. — The  report  is  too  lengthy  for  reprint.  A  copy  is 
retained  in  Committee  files.] 

REVIEW  AND  ASSESSMENT 

Mr.  Durbin.  I  see  where  a  Review  and  Assessment  Office  has 
been  established  within  the  Agency.  What  is  the  purpose  of  this  of- 
fice? 

Mr.  Medley.  The  Review  and  Assessment  program  was  created 
in  July  1993  to  serve  as  a  focal  point  in  FSIS  for  independent  re- 
view of  Agency  program  operations,  to  address  allegations  or  com- 
plaints concerning  programs  or  operations,  and  to  revitalize  the  ap- 
proach to  identifying  plants  which  need  additional  regulatory  over- 
sight. 

The  R&A  program  consists  of  interactive  components  that  form 
an  umbrella  warning  system  to  alert  Agency  managers  to  problems 
or  concerns  that  may  adversely  affect  the  Agency's  mission.  The 
program  is  comprised  of  two  divisions. 

The  Program  Review  Division,  located  in  Lawrence,  Kansas,  con- 
ducts systematic  and  special  reviews  of  meat  and  poultry  plants. 
On  site,  in-plant  reviews  are  the  primary  vehicle  for  monitoring 
regulatory  effectiveness  and  for  identifying  plants  needing  addi- 
tional regulatory  oversight.  The  Division  has  developed  and  tested 
new  methods  for  our  program  of  unannounced  reviews  of  1,000 
meat  and  poultry  plants. 

The  Internal  Assessments  Division,  located  in  Washington,  D.C., 
serves  as  the  focal  point  for  conducting  in-depth  investigations  of 


995 

complaints  or  allegations  regarding  Agency  programs  or  operations; 
planning  and  conducting  special  project  reviews  of  Agency  program 
activities;  coordinating  the  Agency's  audit  activities  with  the  Gen- 
eral Accounting  Office,  the  Office  of  the  Inspector  General  and 
other  outside  audit  groups;  and  maintaining  automated  systems  for 
tracking  complaints  and  recommendations.  The  division  conducts 
in-depth  program  assessments  and  inquiries  into  complaints  and 
allegations  regarding  Agency  programs,  operations,  or  employees, 
and  conducts  special  project  reviews  focusing  on  high  priority  pub- 
lic health  issues.  Program  assessments  and  inquiries  generally  in- 
volved both  on-site  observations  and  interviews  with  key  Agency 
and  industry  officials  to  determine  whether  problems  exist  and,  if 
so,  to  address  underlying  causes.  When  solutions  are  found,  it  acts 
as  a  link  with  key  officials  who  have  the  authority  to  carry  out  rec- 
ommendations. 

Mr.  Durbin.  What  are  its  staffing  level  and  operating  costs? 

Mr.  Medley.  At  present,  R&A  has  been  allocated  43  permanent 
full-time  positions,  all  of  which  are  filled.  The  operating  budget  al- 
located for  fiscal  year  1994  is  $2.5  million  for  salaries  and  benefits, 
and  $482,000  for  operating  expenses. 

Mr.  Durbin.  This  office  recently  completed  a  review  of  plants  op- 
erating under  the  New  Turkey  Inspection  Program.  What  were  the 
results  of  this  review? 

Mr.  Medley.  The  New  Turkey  Inspection  System  review  was 
conducted  by  reviewing  all  26  plants  operating  under  NTIS,  and  by 
interviewing  inspection  personnel  working  at  plants  with  the  NTIS. 
Reviews  at  16  of  the  26  plants  indicated  that  processes  were  ade- 
quately controlled  and  inspection  procedures  were  effective.  Of  the 
remaining  ten  plants,  seven  had  findings  that  indicated  a  need  for 
stronger  emphasis  on  quality  control,  and  three  had  serious  find- 
ings involving  products  ready  for  shipment. 

The  interviews  with  inspection  personnel  revealed  that  most  be- 
lieve the  NTIS  is  superior  to  traditional  inspection,  if  the  plant  is 
committed  to  quality  control.  Overall  results  showed  that  76  per- 
cent of  the  inspectors  interviewed  gave  either  neutral,  positive,  or 
very  positive  responses  about  the  system. 

According  to  the  interviews,  NTIS  procedures  are  generally  ac- 
ceptable to  the  inspectors,  but  there  were  many  specific  additional 
improvements  suggested,  as  well. 

Based  on  these  results,  inspectors  will  be  retrained  on  NTIS; 
guidelines  are  being  developed  to  terminate  NTIS  program  approv- 
als in  plants  that  are  not  capable  of  operating  their  programs  in 
a  manner  that  will  meet  inspection  standards;  follow-up  visits  have 
been  made  to  plants  identified  with  serious  problems;  product 
standards  used  in  NTIS  are  being  evaluated  and  improved;  and  In- 
spectors-in-Charge  are  receiving  additional  instructions  and  train- 
ing on  how  to  institute  enforcement  measures  when  lack  of  process 
control  is  indicated.  The  follow-up  reviews  in  plants  identified  with 
serious  problems  found  that  the  deficiencies  described  in  the  Feb- 
ruary 1994  report  have  been  and  continue  to  be  adequately  ad- 
dressed. 

Mr.  Durbin.  Describe  the  New  Turkey  Inspection  System  and 
tell  us  how  it  is  different  from  the  old  system. 
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Mr.  Medley.  NTIS  is  a  voluntary  alternative  to  the  traditional 
inspection  system  for  turkeys.  These  plants  are  required  to  meet 
certain  facility  and  equipment  requirements,  are  responsible  for 
independently  performing  the  necessary  trim  of  designated  defects 
on  passed  carcasses,  and  for  operating  a  quality  control  program 
designed  to  assure  that  all  product  is  wholesome  and  properly  pre- 
pared. Generally,  the  plants  are  allowed  to  maintain  faster  process- 
ing line  speeds  than  under  traditional  inspection. 

When  an  establishment  applies  for  NTIS,  it  prepares  a  process 
control  plan  that  is  reviewed  and  approved  by  FSIS.  These  Partial 
Quality  Control,  PQC,  plans  cover  the  entire  slaughter  operation 
and  provide  schedules  for  monitoring  of  all  of  the  control  points  by 
plant  QC  personnel. 

FSIS  requires  that  each  NTIS  PQC  plan  have  at  least  five  criti- 
cal control  points  which  are:  inspection  facilities  and  equipment; 
presentation  of  carcasses  for  inspection;  salvage  and  reprocessing 
operations;  pre-chill  products  standards;  and  post-chill  product 
standards. 

The  presentation,  pre-chill,  and  post-chill  standards  developed 
for  NTIS  are  to  measure  how  well  the  process  was  being  controlled 
rather  than  to  measure  product  compliance.  Although  certain  find- 
ings can  result  in  action  being  taken  on  the  product,  the  presen- 
tation, pre-chill,  and  post-chill  tests  were  designed  to  trigger  proc- 
ess adjustments.  Under  traditional  turkey  inspection,  a  true  fin- 
ished product  standard  is  used  to  measure  product  compliance. 

It  should  be  noted  that  under  both  traditional  turkey  inspection 
and  the  NTIS,  every  bird  is  examined  by  a  Federal  inspector. 

PROGRESSIVE  ENFORCEMENT  ACTION 

Mr.  Durbin.  There  are  currently  212  Federal  plants  operating 
under  the  Progressive  Enforcement  Action  Program.  This  program 
has  three  stages  or  levels  of  enforcement  action.  Provide  a  breakout 
of  how  many  of  the  212  plants  are  in  each  of  the  three  stages. 

Mr.  Medley.  The  breakdown  for  plants,  by  stage,  in  the  Progres- 
sive Enforcement  Action  Plan  are  195  at  Stage  I  and  17  at  Stage 
II.  Presently,  there  are  no  plants  at  Stage  III. 

Mr.  Durbin.  Your  statement  mentions  that  Stage  I  begins  when 
inspection  personnel  have  documented  repeated  failures  in  the 
plant's  performance.  How  many  failures  occur  before  a  plant  begins 
this  process? 

Mr.  Medley.  When  inspection  personnel  have  documented  seri- 
ous chronic  deficiencies  and  plant  management  is  unable  or  unwill- 
ing to  effectively  prevent  recurrences,  the  plant  Inspector-in- 
Charge  will  initiate  Stage  I  of  the  Progressive  Enforcement  Act 
Program,  PEA.  The  PEA  Directive  purposely  does  not  give  a  spe- 
cific number  of  failures  that  would  be  a  signal  to  initiate  the  PEA 
process.  This  allows  the  process  to  be  implemented  immediately  in 
high  risk  health  and  safety  situations  without  the  plant  in  question 
having  to  meet  a  mandated  failure  level. 

RAPID  TESTS 

Mr.  Durbin.  The  Meat  Animal  Research  Center  of  the  ARS  has 
developed  an  assay  that  can  rapidly  and  accurately  detect  high  lev- 
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els  of  bacterial  contamination  on  meat  carcasses.  Is  this  test  being 
used  commercially? 

Mr.  Medley.  The  test  is  an  ATP  bioluminescence  assay.  These 
assays  are  based  on  the  detection  of  adenosine  triphosphate,  ATP, 
which  is  present  in  all  living  cells.  When  ATP  is  extracted  from  cell 
material  and  brought  into  contact  with  firefly  luciferin  and  an  en- 
zyme known  as  luciferinase,  a  reaction  takes  place  which  results  in 
the  production  of  light.  Sensitive  light  meters  can  then  be  used  to 
measure  the  amount  of  light  produced,  which  relates  to  the  amount 
of  ATP,  and  also,  therefore,  to  the  amount  of  cell  material.  Since 
the  assay  can  detect  animal,  plant,  and  microbial  ATP,  the  test  has 
been  used  commercially  to  measure  the  cleanliness  of  equipment. 
The  test  is  not,  however,  a  test  specific  for  microbial  pathogens.  To 
our  knowledge,  the  test  has  not  been  used  commercially  to  test  car- 
casses. 

During  February  and  April  1984,  ARS  in  conjunction  with  FSIS 
conducted  feasibility  studies  in  a  limited  number  of  establishments 
operating  under  Federal  inspection.  The  test  continues  to  show 
promise. 

HAZARDOUS  WASTE  MANAGEMENT 

Mr.  Durbin.  What  work  does  your  agency  do  to  receive  a  reim- 
bursement from  the  Hazardous  Waste  Management  account? 

Mr.  Medley.  Funds  from  the  USDA  Hazardous  Waste  Manage- 
ment account  have  been  used  to:  remove  or  replace  hazardous 
waste  storage  buildings  at  our  three  Technical  Support  Labora- 
tories and  bring  these  facilities  into  compliance  with  environmental 
regulations  and  codes;  investigate  the  reductions  of  hazardous 
waste  in  our  current  laboratory  operations  through  new  analytical 
methods  or  recycling;  and,  conduct  audits  of  environmental  man- 
agement activities  at  our  laboratories. 

TRANSFER 

Mr.  Durbin.  The  Explanatory  Notes  show  a  transfer  of  $212,000 
to  other  accounts  in  fiscal  year  1993.  What  was  this  transfer  for 
and  where  was  it  made  to? 

Mr.  Medley.  This  transfer  was  made  to  the  Office  of  the  Sec- 
retary pursuant  to  the  authority  provided  in  the  Appropriations 
Act  for  1993.  This  authority  provided  that  the  Secretary  of  Agri- 
culture could  transfer  salaries  and  expenses  funds  sufficient  to  fi- 
nance a  total  of  not  to  exceed  35  staff  years  to  meet  workload  re- 
quirements. 

WORKPLACE  HAZARDS  TRAINING 

Mr.  Durbin.  Will  the  training  of  FSIS  personnel  to  recognize  po- 
tential workplace  hazards  take  place  at  the  training  center  at 
Texas  A&M? 

Mr.  Medley.  No.  OSHA  will  participate  in  initial  sessions  to 
train  a  cadre  of  FSIS  personnel,  who  will  then  travel  to  work  sites 
to  train  key  inspection  personnel  at  or  near  their  regular  work 
places. 
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FOOD  SAFETY  EDUCATION  BRANCH 

Mr.  Durbin.  A  new  Food  Safety  Education  Branch  has  been  es- 
tablished within  the  Agency.  What  is  the  purpose  of  this  Branch 
and  what  are  its  staff  levels  and  operating  costs? 

Mr.  Medley.  The  Public  Awareness  Branch  of  Information  and 
Legislative  Affairs  has  been  renamed  the  Food  Safety  Education 
Branch  in  recognition  of  the  need  for  more  emphasis  on  profes- 
sional education  programs.  The  purpose  of  the  Branch  is  to  design 
public  health  information  projects  that  present  food  safety  mes- 
sages to  the  public.  These  activities  include  production  and  design 
of  print  and  video  educational  materials  and  training  programs, 
media  relations,  outreach  efforts  with  media  relations,  outreach  ef- 
forts with  trade  and  consumer  organizations,  and  development  and 
marketing  of  publications. 

There  is  no  additional  cost  associated  with  this  change.  These 
public  educational  efforts,  including  the  Meat  and  Poultry  Hotline, 
require  a  staff  of  36  full  time  employees  and  14  other  than  perma- 
nent employees  plus  other  operating  costs  of  $636,000,  which  is  the 
same  level  of  funding  as  for  the  former  program.  The  staff  has  edu- 
cation and  expertise  in  public  affairs,  education,  and  technical/pro- 
fessional areas  such  as  microbiology,  food  technology,  and  nutri- 
tion. 

FOODBORNE  ILLNESS  EDUCATION  INFORMATION  CENTER 

Mr.  Durbin.  You  provided  the  National  Agricultural  Library 
with  $80,000  to  set  up  a  USDA/FDA  Foodborne  Illness  Education 
Information  Center.  How  much  did  FDA  contribute  to  this  Center? 

Mr.  Medley.  FDA  is  not,  at  this  time,  committed  to  providing 
any  funds  to  the  Center  in  1994.  However,  they  are  providing  food 
safety  expertise  with  respect  to  the  retail  food  markets,  and  food 
service  and  vending  outlets;  access  to  the  FDA  network  of  3,500 
state  and  local  health  and  regulatory  officials;  outreach  through 
their  45  regional  public  affairs  specialists;  training  experience  in 
retail  food  safety;  and,  general  management  and  staff  support. 

Mr.  Durbin.  What  will  the  operating  costs  of  this  Center  be? 

Mr.  Medley.  FSIS  is  contributing  $80,000  for  the  1994  costs  of 
staffing  and  planning  the  Center.  When  fully  operative,  the  Center 
is  expected  to  cost  $200,000  annually,  with  FSIS  providing  $80,000 
and  the  remainder  of  the  costs  funded  by  public  and  private  sector 
sources.  The  services  offered  will  depend  on  the  support  not  only 
of  FDA,  FSIS,  Extension  Service,  and  the  National  Agricultural  Li- 
brary, but  from  the  educational  community  as  a  whole. 

FDA  FOOD  CODE 

Mr.  Durbin.  USDA  and  FDA  will  sponsor  a  joint  teleconference 
for  State  and  local  food  safety  and  health  officials  to  discuss  the 
FDA  Food  Code.  What  is  the  FDA  Food  Code  and  how  does  it  re- 
late to  USDA? 

Mr.  Medley.  The  FDA  Food  Code  is  a  Federal  reference  that 
guides  retail  outlets,  such  as  restaurants  and  grocery  stores,  and 
institutions,  such  as  nursing  homes,  on  how  to  prepare  food  in  a 
manner  that  will  minimize  the  threat  of  foodborne  illness. 
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Local,  State  and  Federal  regulators  use  the  FDA  Food  Code  as 
a  model  to  develop  or  update  their  own  food  safety  rules.  In  addi- 
tion, many  of  the  one  million  retail  food  establishments  apply  Food 
Code  provisions  to  their  own  operations. 

USDA  works  cooperatively  with  FDA  in  promoting  the  Food 
Code's  food  safety  guidelines.  USDA's  food  safety  education  efforts 
place  considerable  emphasis  on  reaching  food  handlers  in  res- 
taurants and  institutions.  A  special  emphasis  for  USDA  has  been 
reaching  food  handlers  serving  at-risk  individuals  such  as  the  el- 
derly and  immune-compromised. 

BUDGET  REQUEST 

Mr.  Durin.  Provide  a  table  showing  a  complete  breakout  of  your 
budget  request  to  the  Secretary,  the  Secretary's  request  to  OMB, 
and  the  OMB  allowance. 

Mr.  Medley.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 

INCREASED  FUNDING  REQUESTS 

[In  thousands  of  dollars] 

FSIS  request  USDA  request  OMB  Allowance 



Dollars  "J™  Dollars  Start  years  Dollars  Staff  years 

— , — . — _ 

1994  appropriation  516,738         9,877         516,738  9,877         516,738  9,877 

Mandatory  costs: 

Pay  raise  6,174  0  6,174  0  4,309  0 

Inflation  (Federal  program)  1,836  0  1,836  0  1,836  0 

Inflation  (State  program)  1,187  0  1,187  0  1,187  0 

Administrative  Efficiency 0  0  - 1,464  0  - 1,464  0 

Administrative  Staff  Reduction  0  0  -1,820  -61  -1,820  -61 

Program  Improvements: 

Critical  Staffing 18.437  442  7,681  200  7.681  200 

Pathogen  Reduction  Program  5.756  26  5,756  26  5,756  26 

Training 5.127  4  1,531  0  0  0 

Information  Systems 9,979  17  5,931  0  0  0 

1995  appropriation  request 565,234       10,366         543,550         10,042         534,223         10.042 

New  user  fees  0  0      -103,000  0      -103,000  0 

1995  net  request  565,234   10,366    440,550    10,042    431,223    10,042 

Mr.  DURBIN.  Thank  you.  Mr.  Skeen. 

Mr.  Skeen.  Thank  you,  Mr.  Chairman,  and  welcome  to  all  of  you. 

This  is  getting  very  interesting.  I  come  from  a  country  that  if  you 
do  not  freeze  something  over  there,  you  call  it  fresh.  I  would  be 
very  suspicious  of  it  because  it  is  probably  spoiled. 

And,  you  know,  in  these  days  of  popularism,  they  want  to  use  a 
label  like  fresh  on  something,  but  meat  is  one  thing,  poultry  is  an- 
other, and  pasta  is  totally  different  as  far  as  bacteria  base  is  con- 
cerned. And  I  have  a  little  question  about  it. 

Preemption  aside,  I  think  that  probably  your  standard  was  prob- 
ably protecting  the  public  far  more  than  those  who  want  to  produce 
organic  foods.  All  these  are  wonderful  statements  on  a  label,  but 
buyer  beware,  because  a  lot  of  times  there's  no  protection  involved 
in  something  of  this  kind.  And  I  think  your  primary  interest  is  in 
protection  of  bacteria  levels  and  things  of  that  kind. 

Am  I  correct? 
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Mr.  Medley.  Yes. 

ZERO  TOLERANCE 

Mr.  Skeen.  You  can  take  it  to  zero  degrees,  I  can  tell  you  this, 
there  aren't  very  many  bacteria  that  are  going  to  be  running  on 
this  thing. 

Now  let  us  go  back  to  zero  tolerance  on  fecal  matter  and  maybe 
we  ought  to  start  with  journalism.  [Laughter.] 

Let  me  ask  you  this  question,  because  we  have  had  it  here  in 
this  committee  before.  Neil  Smith  and  I  are  great  ones  about  argu- 
ing about  washing.  Are  you  allowing  washing  of  chickens  that  have 
visible  fecal  matter. 

Mr.  Medley.  Yes,  sir,  we  do  allow  reprocessing  of  poultry,  which 
includes  a  rinsing. 

Mr.  Skeen.  Rinsing? 

Mr.  Medley.  Yes. 

Mr.  Skeen.  Or  washing? 

Mr.  Medley.  Washing. 

Mr.  Skeen.  Well,  this  is  a  normal  practice  in  most  packing 
plants,  either  on  red  meats  as  well  as  poultry. 

Mr.  Medley.  Well,  on  poultry,  we  do  allow  the  reprocessing,  the 
washing.  That  also  occurs  in  early  preliminary  stages  in  red  meat 
slaughter  but  with  the  requirement  on  fecal  material  that  it  be 
trimmed.  In  poultry,  reprocessing  is  allowed  for  dealing  with  the 
problem. 

RAPID  DETECTION  METHODS 

Mr.  Skeen.  I've  been  really  concerned  about  that,  because  we 
have  had  an  argument  on  this  panel  several  times  about  allowing 
that  to  happen. 

Because  now  with  your  new  pathogen  patent  in  reduction  sys- 
tems and  some  of  the  rest,  I  am  wondering  how  much  longer  is  ini- 
tiation of  the  new  systems?  How  much  longer  is  the  processing?  An 
appreciable  amount  of  time? 

Mr.  Medley.  You  mean  is  there  added  time? 

Mr.  Skeen.  Added  time  to  the 

Mr.  Medley.  No,  what  we  are  doing  and  the  reason  we  are  spe- 
cifically asking  for  rapid  methods  of  detection  and  other  microbial 
methods  is  so  that  we're  able  to  not  change  the  current  time  frame 
for  processing. 

Mr.  Skeen.  So  rapid  means  as  fast  as  possible? 

Mr.  Medley.  Yes. 

Mr.  Skeen.  Describe  the  system.  Do  they  run  it  through  a  scan- 
ner? 

Mr.  Medley.  Well,  there  are  various  techniques  that  are  being 
used.  The  one  that  I  mentioned,  the  adenosine  triphosphate,  or 
ATP,  is  a  system  which  currently  can  produce  results  in  as  little 
as  five  minutes. 

Mr.  Skeen.  So  it  is  not  extensive 

Mr.  Medley.  No.  That  would  only  go  to  the  level  of  pathogens 
that  are  on  the  carcass,  determining  whether  or  not  there  is  gross 
pathogen  contamination. 

We  also  have  on-going  work  to  develop  rapid  tests  for  specific 
pathogens.  All  of  this  is  aimed  at  integrating  new  methods  of  rapid 
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testing  in  to  the  existing  system  so  we  should  not  have  appreciable 
differences  in  terms  of  time  added. 

USER  FEES 

Mr.  Skeen.  Now  that  leads  me  to  the  next  question.  It's 
$103,000,000  we're  talking  about  that  covers  now  just  the  regular 
8-hour  shift,  that  you  are  asking  for  in  the  budget,  correct? 

Mr.  Medley.  The  second  shifts. 

Mr.  Skeen.  The  second;  $103,000,000,  and  then  you  are  going  to 
have  to  pick  up  user  fees.  Is  this  correct? 

Mr.  Medley.  Yes.  That's  what  we're  proposing  for  those  non-pri- 
mary shifts. 

Mr.  Skeen.  From  past  experience  that  you  have  now  or  your  ex- 
perience base? 

Mr.  Medley.  It  would  have  been  from  past  experiences.  I  have 
our  budget  director,  Bill  West,  who  looked  at  that  extensively.  Bill, 
would  you 

Mr.  Skeen.  The  reason  I'm  asking  the  question  about  the  exten- 
sion of  time  on  inspection  and  so  forth,  if  you  slow  this  thing  down, 
you  are  going  to  start  to  run  into  more  overtime.  I  was  wondering 
if  $103,000,000  in  estimation  and  user  fees  is  going  to  be  enough 
to  cover  it? 

Go  ahead. 

Mr.  West.  The  $103,000,000  in  user  fees  is  to  cover  the  current 
level  of  inspection  that  goes  on  beyond  the  primary  shift. 

Mr.  Skeen.  Second  shift? 

Mr.  West.  Second  shift.  As  Mr.  Medley  has  pointed  out,  there  is 
not  expected  to  be  any  increase  in  the  level  of  inspection  on  those 
second  shifts  as  a  result  of  incorporating  the  microbiological  ad- 
vances that  we  hope  to  be  able  to  make. 

So  we  should  be  able  to  stay  within  the  same  framework  of 
inspectional  coverage  and  $103,000,000  would  suffice. 

Mr.  Skeen.  That  is  your  estimation,  then? 

Mr.  West.  That's  the  estimation. 

IRRADIATION 

Mr.  Skeen.  Someone  give  me  an  idea  how  far  along  are  we  on 
irradiation,  the  irradiation  of  these  products?  Are  you  still  in  the 
talking  stage  or  have  we  got  an  actual  process  now  or  what? 

Mr.  Medley.  A  petition  to  the  Food  and  Drug  Administration  for 
use  of  irradiation  on  red  meat  is  imminent  in  terms  of  being  filed 
with  the  Food  and  Drug  Administration. 

Depending  upon  the  contents  of  that  submission,  it  could  take 
anywhere  from  6  to  9  or  12  months  for  FDA  to  make  a  decision. 

Once  there  is  an  approval,  that  would  provide  us  with  another 
tool  that  could  be  used  for  red  meat,  as  soon  as  regulations  could 
be  issued  by  the  Department. 

But  again,  we're  looking  at  this  in  terms  of  an  additional  tool  or 
supplement,  and  not  as  something  that  is  mandated  for  each  and 
every  product. 

Mr.  Skeen.  Are  you  getting  any  consumer  input  or  reaction  to 
the  prospect  of  irradiating  meat? 

Mr.  Medley.  Yes,  sir.  We  have  received  quite  a  bit  of  correspond- 
ence on  this  issue,  both  pro  and  con  on  its  use. 
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In  addition,  because  of  the  considerable  attention,  we  have  pro- 
vided two  of  the  parties  with  information  on  irradiation  and  its 
use. 

Mr.  Skeen.  I  see  that  Maine  and  New  York  are  prohibiting  the 
sale  of  the  irradiated  foods.  Of  course,  I  guess  they  don't  know 
about  the  little  packets  of  juice  and  milk  and  so  forth  that  have 
been  sold  in  grocery  stores  for  the  last  two  or  three  years. 

Mr.  Medley.  I  would  think  also  that  there  are  some  exceptions 
to  the  prohibition  for  those  hospital  patients  that,  because  of  their 
conditions  would  be  given  irradiated  food  products. 

Mr.  Skeen.  I  see.  That  is  very  interesting,  because  I  think  it  is 
a  good  process  and  one  that  will  be  accepted.  But  it  is  going  to  be 
a  tough  sell  to  the  public.  Because  any  time  you  say  radiation,  we 
are  in  deep  trouble. 

Ms.  Jensen,  let  me  ask  you  this  question.  You  were  savaged  in 
this  article  from  the  Wall  Street  Journal  because  you  attended  the 
Arkansas  and  Vanderbilt  basketball  game.  How  did  it  come  out? 
Did  Arkansas  win? 

Ms.  Jensen.  Yes  sir,  Arkansas  won  the  game,  handily,  I  might 
add. 

Mr.  Skeen.  I'm  sure  that  that  really  prejudiced  your  judgment. 

Ms.  Jensen.  Congressman,  I  was  on  a  trip  where  I  was  meeting 
with  dairy  farmers  and  poultry  people  and  the  American  Meat  In- 
stitute, so  it  was  two  days  of  meeting  with  groups  from  all  aspects 
of  livestock  and  poultry  industry. 

Mr.  Skeen.  So  it  did  not  really  sway  you  about  being  easy  on 
Tyson  or  anybody? 

Ms.  Jensen.  No,  sir. 

Mr.  Skeen.  I  didn't  think  it  probably  would.  But  I  thought  I'd 
give  you  a  chance  to  respond  to  this  wonderful  article. 

Ms.  Jensen.  Thank  you. 

Mr.  Skeen.  We  in  Congress  love  to  respond  once  in  awhile  too, 
but  we  better  not. 

Thank  you  very  much,  Mr.  Chairman,  for  the  opportunity.  And 
thank  you  very  much  for  your  response. 

Mr.  Durbin.  Thank  you,  Mr.  Skeen.  Ms.  DeLauro? 

HACCP  QUESTIONS 

Ms.  DeLauro.  Thank  you  very  much,  Mr.  Chairman.  Thank  you, 
Mr.  Medley,  for  your  testimony. 

In  your  testimony,  you  mentioned  that  there  were  some  legiti- 
mate questions  that  could  be  raised  about  the  HACCP  system.  Can 
you  describe  these  and  what  you  were  making  reference  to? 

Mr.  Medley.  Yes.  There  are  a  number  of  questions  that  have 
been  raised  in  terms  of  making  sure  that  there  is  agreement  to  the 
seven  basic  principles  of  HACCP,  such  as  what  we  do  about  micro- 
bial levels  and  how  we  assure  verification  correction. 

HACCP  is  a  process  control  system.  It  is  intended  to  identify 
those  critical  control  points  where  you  can  identify  that  something 
is  going  wrong  with  the  system  and  therefore  detracts  from  the  end 
product. 

So  we  have  to  look  at  how  we  apply  HACCP  on  a  broad  basis 
for  all  meat  and  poultry  products.  We  must  consider  both  process- 
ing and  slaughtering  plants,  which  are  very  different. 
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We  need  to  consider  the  different  requirements  of  large  and 
small  plants.  Training  must  be  provided  for  people  in  HACCP  and 
its  implementation. 

During  the  two  days  of  our  HACCP  round  table,  we  identified  a 
number  of  these  types  of  issues.  We  discussed  options  and  the  role 
that  the  Department  is  taking  now  is  looking  at  all  these  issues, 
trying  to  come  up  with  a  proposal  which  will  allow  for  the  integra- 
tion and  use  of  HACCP  in  our  meat  and  poultry  systems. 

NATIONAL  PERFORMANCE  REVIEW 

Ms.  DeLauro.  Questions  have  been  raised  about  the  number  of 
agencies  that  are  involved  and  responsible  for  food  safety.  In  light 
of  a  GAO  recommendation  that  one  agency  be  given  all  the  respon- 
sibility in  this  effort,  and  following  the  suggestions  that  the  Vice 
President  made  in  his  National  Performance  Review  regarding 
transferring  the  meat  and  poultry  inspection  activities  to  FDA, 
what  are  your  thoughts  on  consolidation? 

Mr.  Medley.  I  would  like  to  say,  first  of  all,  that  I  think  where 
the  key  findings  in  all  of  those  recommendations  is  the  need  for  en- 
hanced coordination  in  carrying  out  those  various  activities.  And  I 
think  that  might  have  been  why  it  was  said  that  that  could  occur. 

In  the  one  agency  proposed,  the  coordination  of  efforts  and  the 
preventing  of  duplication  are  the  critical  components.  At  the  De- 
partment, Secretary  Espy  has,  in  fact,  identified  food  safety  as  one 
of  the  six  major  areas. 

The  pathogen  reduction  task  force,  that  I  mentioned  earlier, 
chaired  by  Ms.  Jensen,  assures  that  we  have  coordination  not  only 
within  USDA,  but  FDA  is  represented  there.  CDC  is  represented 
there.  The  final  outcome  in  terms  of  placement  of  the  food  safety 
activities  is  one,  of  course,  that's  being  decided. 

But  what  is  decided  now,  is  that  there  will  be  coordination  to  en- 
sure maximum  safety  of  our  meat  and  poultry  products  and  we're 
committed  to  doing  that. 

OVERLAP  BETWEEN  AGENCIES 

Ms.  DeLauro.  I  was  reading  GAO  testimony  on  food  safety  in- 
spection and  found  something  that  is  hard  for  me  to  explain  to  the 
people  that  I  represent  in  terms  of  our  emphasis  these  days  on  re- 
forming government. 

Apparently  we  have  one  Federal  agency  which  inspects  meat 
sandwiches  made  with  one  slice  of  bread,  while  another  inspects 
those  sandwiches  with  two  slices  of  bread.  You  tell  me — that's  a 
disconnect  for  me. 

You  know,  what  are  we  doing  here  where  two  agencies  have  di- 
vided jurisdiction  over  sandwiches  this  way? 

Mr.  Medley.  Very  recently,  we  had  a  Research  Triangle  Institute 
study  done  of  our  exemption  process.  In  determining  agency  juris- 
dictions one  criterion  that  we  have  used  traditionally  in  the  De- 
partment is  the  percentage  of  the  product  which  is  actually  meat. 
If  the  percentage  is  not  a  large  enough  percentage  to  qualify  for  in- 
clusion under  the  Meat  and  Poultry  Inspection  Acts,  then  that  par- 
ticular product  comes  under  the  jurisdiction  of  the  Food  and  Drug 
Administration  as  opposed  to  the  Food  Safety  and  Inspection  Serv- 
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ice,  whose  primary  responsibility  is  the  safety  of  meat  food  prod- 
ucts, meat  and  poultry. 

So  that  is  why  we  have  certain  products  which  contain  meat  that 
are  actually  exempted  from  FSIS'  jurisdiction  and  are  covered  by 
the  Food  and  Drug  Administration. 

This  particular  report  addressed  the  basis  for  those  exemptions. 

Ms.  DeLauro.  And  where  do  we  go  from  here?  I  mean,  is  that — 
what's  going  to  happen?  Are  we  still  going  to  have  two  agencies 
doing  this  or  how  long  is  this  survey  going  to  continue? 

Mr.  Medley.  The  survey  has  been  completed,  and  we  are  now  re- 
viewing the  report  to  determine  what  additional  action  that  the  De- 
partment should  take. 

Ms.  DeLauro.  What  does  the  survey  say? 

Mr.  Medley.  Well,  the  survey  basically  on  the  exemption  held 
that  it  was  valid  to  use  percentages  as  a  basis  for  exempting  from 
oversight. 

Ms.  DeLauro.  I  don't  know.  Maybe  I  don't  understand  the  busi- 
ness. That  just  seems  to  me  to  be  crazy.  I  do  not  know  why  we 
have  these  overlapping  jurisdictions.  It  makes  no  sense  to  me,  to 
be  honest  with  you. 

Ms.  Jensen.  I  would  like  to  comment  on  that.  The  fact  that  the 
CDC  is  over  and  that  it's  said  that  that  made  sense  doesn't  nec- 
essarily mean  that  USDA  thinks  that  makes  sense. 

What  we  are  doing  is  putting  together  a  team  of  folks  to  take  a 
look  at  those  and  review  them.  I  understand  what  you're  saying. 
It  seems  to  me  that  the  food  safety  element  is  the  element  that 
should  be  of  primary  concern,  not  the  percentage  of  food. 

And  so  as  we  review  that,  that  will  be  our  number  one  priority. 

Ms.  DeLauro.  You  just  said  you  may  have  a  different  view. 
What  is  your  view?  Should  we  be  doing  something  differently? 
What  do  you  think  about  it? 

Ms.  Jensen.  I  think  that  we  should  coordinate  what  we're  doing 
in  government.  We  shouldn't  have  one  agency  doing  something  that 
overlaps  with  the  other  agency  or  that  the  other  agency  doesn't 
know.  That's  why  in  our  pathogen  reduction  task  force,  we  have  all 
of  the  agencies  that  are  involved. 

I  intend  to  bring  this  issue  up  in  front  of  that  particular  group, 
because  I  have  FDA  at  the  table,  and  CDC  and  researchers  and 
others  to  say,  what  do  you  think?  How  should  we  recommend  co- 
ordination of  this?  Because  the  percentage  just  does  not  seem  to  be 
the  full  answer  as  to  whether  or  not  a  particular  product  is  safe. 

Indeed,  a  very  small  percentage  of  an  existence  of  a  pathogen 
tends  to  cause  some  very  severe  human  health  consequences.  And 
so  the  percentage  of  the  food  doesn't  seem  to  relate  to  that. 

Ms.  DeLauro.  Food  safety  is  the  issue  and  it  ought  to  be  done 
in  the  most 

Ms.  Jensen.  Yes,  absolutely. 

Ms.  DeLauro  [continuing].  Efficient  and  streamlined  fashion 
that  we  can  do  it  with  the  restrictions  that  are  necessary  and  that 
ought  to  be  what  the  goal  is. 

Ms.  Jensen.  Absolutely. 

Mr.  Medley.  I  wouldn't  want  to  leave  the  impression  that  the 
issue  here  was  not  directly  related  to  safety  of  the  product.  Because 
whether  it's  approved  by  FSIS  or  whether  it's  under  the  FDA  food 
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code,  still  the  standard  is  that  the  end  product  is  safe  for  the 
consumer. 

So  the  issue  might  be  one  of  coordination  and  who's  doing  what, 
but  the  standard  of  care,  the  standard  of  safety,  the  commitment 
to  safety  is  there  irrespective  of  who  does  the  inspection. 

Ms.  DeLauro.  I  understand  that.  I  just  make  the  point  that  we 
are  truly  trying  to  look  at  how  our  government  is  perceived  and 
how  it  works  and  how  we  are  going  to  reform  and  make  it  more 
efficient  in  this  process,  particularly  with  the  area  that  you're  deal- 
ing within  food  safety  which  is  critical  to  the  well-being  of  this  na- 
tion. 

Making  divisions  in  this  way  doesn't  make  much  sense,  and  the 
fact  that  we  need  better  coordination  is  all  the  more  reason  for 
moving  on  this  and  moving  quickly  with  some  clear  end  points — 
dates  when  surveys  will  be  finished  and  when  action  will  be  taken. 
And  not  after  we  review  and  we  review  and  we  review  ad  nauseam. 
We  have  got  to  come  to  some  conclusion  about  what  makes  sense. 

Mr.  Medley.  Yes. 

MICROBIAL  TESTING 

Ms.  DeLauro.  With  the  rise  in  food  borne  illnesses  caused  by 
pathogens  such  as  E.  coli  microbial  inspection  has  become  increas- 
ingly important.  Will  your  pathogen  reduction  system  require  that 
microbial  testing  be  done? 

Mr.  Medley.  The  Agency  has  already  begun  initiatives  to  inte- 
grate microbiological  testing  into  its  inspection  activities.  This  test- 
ing will  concentrate  on  three  areas:  pre-production  microbiological 
sampling  to  be  used  in  conjunction  with  visual  inspection  to  mon- 
itor sanitation  programs;  slaughter  production  microbiological  sam- 
pling to  be  used  to  verify  a  plant's  production  procedures  to  mini- 
mize or  reduce  bacterial  contamination  of  carcasses;  and  processed 
products  microbiological  sampling  which  extends  the  Agency's  cur- 
rent microbiological  testing  program  for  processed  ready-to-eat 
products  to  additional  types  of  products  not  currently  covered. 

Ms.  DeLauro.  What  is  your  opinion  about  suggestions  that  vis- 
ual inspections  of  every  carcass  are  too  expensive  and  not  that  ef- 
fective, and  that  the  FSIS  could  be  made  more  efficient  by  moving 
to  a  system  of  well-thought-out  random  inspections  and  concentrat- 
ing more  resources  on  microbial  tests? 

Mr.  Medley.  It  is  the  announced  goal  of  the  Department  to  move 
towards  a  system  based  on  science  and  risk.  We  expect  that 
organoleptic  inspection  will  continue  to  have  a  place  in  such  a  sys- 
tem. There  is  always  a  benefit  to  having  on-site  inspection  to  cor- 
rect detectable  product  contamination  and  less  than  satisfactory 
production  practices  from  a  food  safety  standpoint. 

DISCRETIONARY  INSPECTION 

Ms.  DeLauro.  Congress  gave  FSIS  the  authority  to  pursue  the 
concept  of  random  or  so-called  "discretionary  inspection''  in  1986, 
and  the  FSIS  has  expressed  support  for  this  concept.  What  has  the 
FSIS  done  to  pursue  this,  and  what  additional  steps  has  it  planned 
to  pursue  this  idea? 
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Mr.  Medley.  This  legislative  authority  was  enacted  in  1986  with 
a  requirement  for  congressional  reevaluation  after  six  years.  It  has 
expired. 

In  1987,  FSIS  began  pilot  tests  as  a  step  toward  implementing 
Improved  Processing  Inspection  or  "discretionary  inspection."  In 
1988,  a  proposed  regulation  was  published  to  implement  this  type 
of  inspection.  However,  the  proposal  was  withdrawn  due  to  the 
large  number  of  negative  comments  received. 

Ms.  DeLauro.  Does  the  FSIS  currently  have  any  legislative  ini- 
tiatives pending  to  help  implement  this  kind  of  program?  Poten- 
tially, could  this  save  money,  and  if  so,  how  much? 

Mr.  Medley.  Currently,  FSIS  does  not  have  any  legislative  ini- 
tiatives that  address  the  implemention  of  Improved  Processing  In- 
spection "discretionary  inspection."  The  potential  cost  impact  of 
such  a  program  would  have  to  be  developed  at  the  time  that  details 
of  a  proposal  are  formulated. 

IRRADIATION 

Ms.  DeLauro.  What  other  countries  allow  irradiation  for  control 
of  pathogens? 

Mr.  Medley.  Irradiated  foods  are  sold  in  29  countries  other  than 
the  United  States.  They  are  Algeria,  Argentina,  Bangladesh,  Bel- 
gium, Brazil,  Canada,  Chile,  China,  Cuba,  Denmark,  Finland, 
France,  Hungary,  India,  Indonesia,  Iran,  Israel,  Korea,  Mexico, 
Netherlands,  Norway,  Philippines,  Poland,  South  Africa,  Thailand, 
Ukraine,  United  Kingdom,  Viet  Nam,  and  Yugoslavia. 

Ms.  DeLauro.  What  has  been  their  experience  with  this  method? 

Mr.  Medley.  They  have  generally  found  that  the  public  is  accept- 
ing of  the  product,  and  that  the  irradiation  symbol  is  considered  to 
be  an  assurance  of  food  safety. 

Ms.  DeLauro.  What  has  been  the  response  of  consumers  in  other 
countries  where  this  has  been  widely  used? 

Mr.  Medley.  An  article  by  Daniel  Best  entitled  "Marketing  Irra- 
diation," published  in  the  January  1989  issue  of  the  magazine  Pre- 
pared Foods,  reports  that  irradiated  foods  carry  a  value-added  per- 
ception of  safety  among  consumers  in  both  The  Netherlands  and 
the  Republic  of  South  Africa,  where  irradiation  is  being  used  com- 
mercially. The  article  further  relates  conclusions  about  public  ac- 
ceptance of  irradiation  as  traceable  to  two  key  elements — a  serious 
outbreak  of  foodborne  illness  traceable  to  contaminated  food  prod- 
ucts and  a  strong  public  health  agency  capable  of  implementing  ir- 
radiation regulations.  An  article  by  the  Secretariat  of  the  UN 
consultive  group  discusses  the  results  of  market  trials  on  several 
irradiated  foods  clearly  labeled  as  "irradiated."  It  states  that  such 
trials  conducted  in  developed  and  developing  countries  both  before 
and  after  the  "Chernobyl  accident"  in  market  places  where  consum- 
ers can  make  the  choice  to  buy  irradiated  foods  or  not  indicated 
that  informed  consumers  will  accept  irradiated  foods. 

Ms.  DeLauro.  Can  you  list  products  in  the  United  States  that 
are  now  irradiated  as  part  of  their  production  or  manufacture? 

Mr.  Medley.  Vindicator,  Inc.  in  Florida  is  presently  irradiating 
small  quantities  of  whole  chickens  and  turkeys,  chicken  parts,  and 
a  variety  of  fruits  and  vegetables  depending  on  the  items  in  season 
in  Florida. 
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Spices  and  other  dried  vegetable  seasonings  added  to  processed 
foods  are  usually  sterilized  by  chemical  fumigation,  heat,  or  irra- 
diation to  kill  all  bacteria  present,  thereby  extending  the  shelf  life 
of  the  moist,  processed  foods  to  which  they  are  added.  A  number 
of  contract  irradiation  facilities  sterilize  small  quantities  of  spices 
and  other  dried  vegetable  seasonings  from  time  to  time.  According 
to  the  American  Spice  Trade  Association  in  1992,  less  than  one  per- 
cent of  the  spices,  etc.  used  in  the  U.S.  are  irradiation  sterilized. 
It  is  probable  that  a  large  majority  of  those  irradiated  spices  and 
other  seasonings  are  used  in  processed  products. 

Ms.  DeLauro.  Have  you  done  any  research  to  determine  if  con- 
sumers in  this  country  are  more  willing  to  accept  it  once  they  have 
been  informed  about  the  process? 

Mr.  Medley.  A  1992  FSIS  review  of  published  studies  on 
consumer  acceptance  and  actual  market  tests  found  that  U.S.  con- 
sumers are  not  very  knowledable  about  food  irradiation.  The  stud- 
ies indicated,  however,  that  consumers  are  quite  likely  to  accept  ir- 
radiated foods  when  provided  with  information  about  the  process 
and  its  benefits. 

Ms.  DeLauro.  Thank  you,  Mr.  Chairman.  Sorry  to  take  so  long. 

Mr.  Durbin.  Thank  you.  Mr.  Walsh. 

REVIEWS  FOR  MEAT  VS.  POULTRY 

Mr.  Walsh.  Thank  you,  Mr.  Chairman.  Thank  you  all  for  your 
testimony. 

You  are  charged  with  a  great  deal  of  responsibility  in  the  public 
trust.  Americans  rely  upon  your  department  to  make  sure  that  our 
meat  and  poultry  supply  is  safe. 

We  often  brag  that  we  have  the  safest  and  most  plentiful  and 
best  priced  food  in  the  world.  So  obviously  you  are  doing  your  job 
well  and  we  very  much  appreciate  that. 

A  number  of  my  colleagues  have  referred  to  an  article  that  ap- 
peared in  the  Wall  Street  Journal  in  March.  There  are  some  fairly 
serious  charges  in  here  that  I  think  need  to  be  addressed  in  the 
public  realm,  in  particular  with  our  responsibilities  here  of  over- 
sight. 

The  primary  allegation  here  is  that  poultry,  in  particular  Tyson 
Foods,  is  receiving  better  treatment  than  other  food  processors.  Is 
there  anything  to  that  charge? 

Ms.  Jensen.  No,  sir,  there  isn't  anything  to  that  charge.  I  have 
been  at  the  Department  of  Agriculture  since  August  23rd  myself, 
and  I  can  say  to  you  that  I  have  seen  nothing  that  would  indicate 
that  that  charge  is  true. 

Mr.  Walsh.  Would  you  characterize  our  review  process  for  poul- 
try as  weaker  than  it  is  for  red  meat? 

Ms.  Jensen.  No,  sir,  I  would  not.  In  setting  up  our  review  teams 
to  go  out  in  the  unannounced  reviews  which  we  consider  to  be  a 
very  important  component  to  food  safety,  the  poultry  unannounced 
reviews  are  proportionate  to  the  red  meat,  the  ones  that  are 
planned.  There  is  absolutely  no  favoritism  in  that  system. 

The  initial  reviews  of  the  beef  plants  which  Acting  Administrator 
Medley  referred  to  earlier  were  in  response  to  what  had  happened 
in  the  Pacific  Northwest  with  the  E.  coli  outbreak  and  were  the  im- 
mediate response  to  that. 
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These  unannounced  reviews  are  a  longer  term  review  system  to 
check  on  both  poultry  and  meat  and  they  will  be  accomplished  in 
an  equitable  way. 

Mr.  Walsh.  So  what  you  are  saying  is  there  have  been  surprise 
visits  to  red  meat  producers.  Will  there  be  surprise  visits  to  poul- 
try? 

Ms.  Jensen.  There  have  been  surprise  visits  to  poultry. 

Mr.  Walsh.  There  have  been? 

Ms.  Jensen.  Yes,  there  have  been. 

Mr.  Walsh.  Have  any  of  those  been  to  Tyson  poultry  processing 
plants? 

Mr.  Medley.  Yes. 

Ms.  Jensen.  Yes,  they  have. 

Mr.  Walsh.  You  can  show  us  the  documents  on  those  visits? 

Ms.  Jensen.  Yes,  we  can. 

Mr.  Walsh.  I  would  like  to  request  that. 

Ms.  Jensen.  Certainly. 

[Additional  information  follows:] 

During  1993,  the  independent  review  office  conducted  unannounced  reviews  of  14 
plants  known  to  be  part  of  Tyson  Foods,  Incorporated.  Two  Tyson  plants, 
Blountsville,  Alabama,  and  Waldron,  Arkansas,  were  placed  under  the  Agency's  Pro- 
gressive Enforcement  Action  Program.  This  program  is  directed  at  plants  that  have 
lost  control  of  their  product  quality  and  require  close  regulatory  controls  by  the  in- 
spection program  to  insure  product  safety. 

Mr.  Walsh.  So  the  idea  that  there  is  a  zero  tolerance  require- 
ment for  red  meat  is  the  same  standard  for  red  meat  as  it  is  for 
poultry? 

Mr.  Medley.  Yes,  that  is  true.  Because  of  the  concern  about  the 
differences  between  red  meat  and  poultry,  we  had  an  outside  inde- 
pendent source  to  review  both  programs  extensively. 

The  findings  of  that  report,  this  was  a  Research  Triangle  Insti- 
tute report,  was  that  there  were  a  number  of  differences,  the  ma- 
jority of  which  were  insignificant.  That  of  those  that  were  signifi- 
cant the  primary  reasons  for  the  differences  are  that  the  statutes 
have  approximately  a  50-year  difference  between  the  initial  enact- 
ment dates,  so  a  number  of  the  differences  relate  to  differences  in 
the  statutes. 

The  poultry  program  reflects  the  industry  practices  that  were  in 
place  when  those  mandatory  regulations  were  put  into  place  in 
1957. 

But  in  terms  of  poultry  receiving  preferential  treatment  or  more 
relaxed  inspection,  that  is  not  the  case. 

POULTRY  INSPECTION  POLICIES 

Mr.  Walsh.  Regarding  my  request  on  those  surprise  visits,  could 
we  also  have  the  results  of  those  visits? 
[Additional  information  follows:] 
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Mr.  Walsh.  Alleged  in  this  article  is  that  the  Department  was 
working  on  a  sanitary  policy,  similar  to  the  meat  inspection  last 
year  and  it  was  ordered  by  the  Secretary  to  drop  the  initiative. 

Is  there  anything  to  that  charge? 

Ms.  Jensen.  The  initiative  for  poultry  has  been  developing  over 
the  last  several  months.  And  since  I  have  been  there,  I  have  seen 
that  development.  The  process  for  poultry  is  different  than  the 
process  for  red  meat. 

FSIS  was  developing  different  alternative  methods  for  making 
the  best  zero  tolerance  policy  possible.  It  was  also  developed  as 
they  went  along,  some  recommendations  were  sent  back  for  redraft- 
ing and  then  resubmission. 

I  think  what  you  were  hearing  about  and  seeing  was  a  devel- 
opmental process.  Looking  at  the  poultry  process  itself  which,  as  I 
said,  differs  from  the  red  meat. 

Mr.  Walsh.  So  there  was  no  request  by  the  Secretary  to  drop 
that  initiative? 

Ms.  Jensen.  Not  that  I  am  aware  of. 

Mr.  Walsh.  You,  sir? 

Mr.  Medley.  No.  Not  that  I'm  aware  of. 

Ms.  Jensen.  In  fact,  the  Secretary  did  say  to  me  personally  from 
the  time  I  came  on  board  that  he  wanted  that  developed.  And  I 
worked  on  it  quite  extensively. 

Mr.  Walsh.  So  as  you  are  developing  this  policy  initiative,  are 
you  consulting  with  the  industry? 

Ms.  Jensen.  Yes,  sir.  We  are  talking  to  the  industry.  We  are  also 
talking  to  consumer  groups.  We  are  talking  to  researchers  and  sci- 
entists. We  are  basically  following  an  open-door  policy  on  this  issue 
and  sharing  information  and  asking  also  that  information  be 
shared  with  us. 

interactions  with  industry 

Mr.  Walsh.  Regarding  that  process,  Mr.  Skeen  mentioned  your 
social  activity  with  Tyson.  At  any  time  during  that  visit,  did  you 
discuss  our  policies  vis-a-vis  poultry  inspection  with  them? 

Ms.  Jensen.  No,  I  did  not.  I  spoke  with  Mr.  Tyson  all  of  about 
three  minutes.  I  was  in  the  stadium  for  the  game. 

Mr.  Walsh.  Were  discussions  held  with  any  of  the  officials  at 
Tyson's? 

Ms.  Jensen.  We  talked  about  their  research  facility.  I  did  speak 
to  the  Arkansas  Poultry  Federation  at  a  morning  breakfast.  I  was 
their  speaker,  and  did  talk  to  them  about  several  issues. 

I  don't  remember  all  those  issues.  I  always  mention  zero  toler- 
ance. I  would  say,  of  course,  we  are  moving  ahead.  I  remember  we 
talked  about  HACCP  and  the  fresh  issue,  and  so  I  went  down  the 
list  of  issues  that  they  would  be  interested  in.  And  so  if  there  was 
a  discussion,  it  was  with  the  Poultry  Federation.  But  no  one  at 
Tysons  had  any  direct  conversation  with  me  about  that. 

I  was  interested  in  seeing  their  facility  and  in  meeting  with  my 
union  representatives  there.  I  met  aside  with  my  union  people  who 
are  in  the  plant  as  inspectors  and  with  the  local  veterinarian  while 
I  was  there,  and  I  was  in  the  plant  actually  for  a  very  short  time, 
and  then  toured  their  research  facility  also  for  a  very  short  time. 
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It  was  an  extremely  short  visit.  I  spent  most  of  my  time  with  the 
Poultry  Federation. 

Mr.  Walsh.  Let  me  ask  you  this.  Has  anyone  from  the  White 
House  ever  contacted  the  Department  of  Agriculture  vis-a-vis  this 
policy  and  Tyson  Foods,  in  particular? 

Ms.  Jensen.  Not  that  I  am  aware  of. 

Mr.  Medley.  Not  to  my  knowledge,  no. 

Mr.  Walsh.  Okay.  So,  in  summation  then,  this  policy  initiative 
is  ongoing,  you  do  have  a  policy  of  zero  tolerance  for  the  fecal  mat- 
ter in  poultry,  or  that  is  at  least  part  of  this  policy  initiative  discus- 
sion. 

Ms.  Jensen.  Yes. 

Mr.  Walsh.  And  there  will  be  some  determination  on  this  in  the 
near  future. 

Mr.  Medley.  Yes,  there  will.  In  fact,  what  we  stated  in  the 
March  9  announcement,  and  we  are,  I  would  say,  a  matter  of 
weeks  away,  is  that  we  will  be  having  a  full  proposal  dealing  with 
enhancement  of  raw  poultry  that  will  be  published  for  everyone  to 
comment  on. 

USER  FEES 

Mr.  Walsh.  Meat  and  Poultry  inspection  is  a  public  health  and 
safety  program  that  is  required  under  Federal  law.  This  program 
benefits  the  public  who  are  assured  of  the  quality  of  our  meat  and 
poultry  products.  What  is  the  rationale  behind  the  Administration 
proposal  to  increase  user  fees  to  cover  the  costs  of  meat  and  poultry 
inspection  services? 

Mr.  Medley.  This  is  an  effort  to  treat  large  and  small  operations 
more  equitably  in  the  provision  of  inspection  services.  Virtually  all 
plants  will  operate  one  full  shift  per  day,  and  we  will  continue  to 
provide  inspection  at  government  expense  for  this  shift.  Presently, 
if  a  plant  works  three  hours  beyond  its  first  shift,  we  charge  it  for 
the  cost  of  the  overtime.  If  it  regularly  works  eight  hours  beyond 
the  first  shift,  we  provide  free  inspection.  Small  operations  that 
work  only  a  few  hours  beyond  the  first  shift  are  paying  for  inspec- 
tion, while  large  two  shift  operations  get  it  free.  The  proposed  user 
fee  legislation  will  put  all  plants  on  the  same  footing — we  will  pro- 
vide free  inspection  for  one  shift,  and  charge  for  anything  over 
that. 

Mr.  Walsh.  Does  the  Administration  plan  on  passing  along  all 
the  costs  of  these  inspection  services  on  to  industry? 

Mr.  Medley.  The  Administration's  proposal  is  to  recover  the  full 
cost  incurred  in  providing  inspection  services  beyond  a  single  ap- 
proved production  shift.  We  do  not  plan  to  submit  additional  user 
fee  proposals  to  recover  any  other  costs  of  inspection. 

Mr.  Walsh.  How  many  small  meat  and  poultry  processors  would 
be  faced  at  a  competitive  disadvantage  and  would  risk  going  out  of 
business? 

Mr.  Medley.  This  will  not  place  small  processors  at  a  competi- 
tive disadvantage.  They  are  already  paying  for  overtime  inspection 
beyond  the  first  shift.  Our  proposal  will  also  require  large  two  shift 
operators  to  pay  for  inspection  beyond  the  first  shift. 

Mr.  Walsh.  Thank  you,  Mr.  Chairman. 

Mr.  Durbin.  Thanks. 
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Mr.  Peterson. 

gore's  recommendations 

Mr.  Peterson.  Thank  you,  Mr.  Chairman. 

Thank  you  for  your  testimony.  Two  things. 

One,  I  hope  we  never  have  a  President  elected  from  Florida. 
[Laughter.] 

It  seems  any  time  a  Federal  person  walks  into  the  State  where 
the  President  comes  from,  they  have  to  have  a  different  itinerary 
and  different  reporting  process,  and  I  think  that  is  wrong. 

The  other  thing,  I  notice  that  you  are  all  still  acting,  and  I  am 
very  troubled  by  that.  How  many  months  has  it  been  since  we  have 
had  an  Acting  Director  in  place? 

Mr.  Skeen.  Over  a  year. 

Mr.  Peterson.  I  don't  mean  to  sound  harsh  but  I  think  that  is 
intolerable,  frankly,  and  I  do  not  see  how  the  Department  is  func- 
tioning. 

But  let's  go  on  to  another  issue.  I  would  like  to  address 
reinvention  of  government  process  recommendation  having  to  do 
with  food  inspection.  Has  anyone  told  the  Vice  President  yet  that 
you  have  no  intention  of  following  that  recommendation? 

Ms.  Jensen.  Do  you  think  we  should  answer  this  question? 
[Laughter.] 

Congressman,  what  we  are  doing  at  the  Department  is  keeping 
our  nose  to  the  grindstone  and  putting  together  the  best  food  safety 
program  that  we  can.  We  are  aware,  of  course,  that  Congress  is 
considering  food  safety  legislation. 

The  Secretary  himself  put  in  a  reorganization  bill  which  did  keep 
the  marketing  and  inspection  services  as  it  is.  We  are  aware,  of 
course,  of  the  Vice  President's  plan.  The  Secretary  has  said  that 
whatever  Congress  puts  together,  we  will,  of  course,  carry  out  to 
the  best  of  our  ability. 

Mr.  Peterson.  Well,  I  asked  the  same  question  essentially  to  the 
FDA,  and  they  gave  the  same  non-answer.  Somebody  in  the  Admin- 
istration has  to  come  to  grips  with  this.  This  is  not  something  that 
we  recommended.  This  is  something  the  Vice  President  rec- 
ommended, and  I  think  that  that  would  hold  more  weight  in  the 
Department  as  to  what  kind  of  legislation  you  would  submit  to  us 
to  make  this  thing  happen. 

Ms.  Jensen.  Well,  Congressman,  I  think  it  is  fair  to  say  that  we 
all  have  the  same  goal,  which  is  safe  food.  In  the  Department,  we 
will  follow  the  lead  of  Congress  in  this  issue. 

OVERLAPPING  DUTIES 

Mr.  Peterson.  But  you  clearly  have  stated,  I  think,  that  there 
is  some  overlap;  that  there  are  some  inefficiencies;  and  that  the  co- 
ordination oftentimes  is  faulty.  We  need  to  clean  this  up.  I  think 
that  Representative  DeLauro  made  the  point  that  we  have  got  to 
have  the  most  efficient  way  of  protecting  this  food,  and  also  to  stop 
some  of  the  bureaucratic  nonsense  associated  with  the  process. 

Ms.  Jensen.  We  do  agree  that  there  have  been  some  inefficien- 
cies in  the  past,  which,  as  I  had  indicated,  is  the  reason  for  the 
package  and  reduction  task  force  to  bring  all  of  the  agencies  in- 
volved together  at  the  same  table.  But,  we  do  not  take  credit  for 


1013 

those  inefficiencies.  We  think  that  many  of  those  developed  before 
we  came  into  office,  and  we  are  trying  to  pull  together  agency  co- 
operation and  to  correct  as  many  of  those  inefficiencies  as  we  can. 

IRRADIATION 

Mr.  Peterson.  Let  me  ask  about  the  irradiation  issue.  Is  there 
something  dramatically  different  about  irradiation  versus  the 
microwave  process.  I  ask  because  the  public  has  clearly  accepted 
microwaves,  but  not  the  other. 

What  is  the  public  problem  with  this?  Obviously,  it  is  the  way 
to  go  if  we  can  get  the  public  educated  in  the  process.  What  is  so 
different  that  has  everyone  so  frightened? 

Mr.  Medley.  Congressman,  we  have  received  correspondence  ex- 
pressing concern  about  the  communities  where  the  irradiation 
plants  might  be  located.  They  are  concerned  about  potential  waste 
material.  They  might  be  concerned,  but  not  necessarily  have  they 
been,  directly,  about  the  radiated  product.  We  have  also  had  that 
type  of  concern  raised. 

I  agree  with  you  that  what  we  need  to  do  is  deal  with  a  lot  of 
information  that  is  in  fact  misleading  and  misinformation  about 
the  use  of  irradiation.  What  we  try  to  do  is  to  provide  factual  infor- 
mation in  the  hope  that  education  will  displace  those  erroneous 
conclusions. 

We  do  believe  that  irradiation  has  been  proven  to  be  safe  and  ef- 
fective. It  is  used  in  over  29  different  countries  on  a  variety  of  dif- 
ferent products.  We  have  an  approval  for  its  use  in  poultry,  as  I 
mentioned  earlier.  It  is  used  in  spices.  It  is  a  matter  of  doing  the 
best  we  can  to  educate  the  public  about  the  safe  use  of  irradiation. 
But  there  are  still  people  that  are  concerned  and  have  fears  about 
irradiation. 

Mr.  Peterson.  Well,  who  is  going  to  do  the  education?  Is  that 
your  job  or  whose  job? 

Mr.  Medley.  I  think  it  is  a  collective  effort.  Of  course,  we  have 
a  role  at  the  Department  of  Agriculture.  One  of  the  very  wonderful 
aspects  of  FSIS  and  something  that  is  very  significant  and  effective 
is  that  we  have  a  consumer  hotline  where  we  receive  thousands  of 
calls  every  year  about  a  variety  of  different  things  relating  to  food 
safety.  They  answer  calls  if  people  call  in  with  questions.  We  have 
teleconferences  planned,  conferences,  and  video  tapes.  There  are  a 
number  of  things  that  we  can  do  as  well  as  things  that  industry 
and  other  government  agencies  can  do.  It  will  have  to  be  a  collec- 
tive effort  on  all  of  our  parts  to  provide  this  type  of  consumer  edu- 
cation. 

USER  FEES 

Mr.  Peterson.  I  think  we  are  very  lucky  with  the  inspections  we 
are  doing  now,  very  lucky,  even  though  we  still  have  six  million 

Eeople  who  get  ill  every  year.  The  fact  is  that  we  need  to  do  this 
etter  than  just  the  human  eye.  It  clearly  is  not  satisfactory  and 
this  is  something  we  need  to  move  on.  And  for  us  to  just  say  that 
it  is  too  tough  to  get  these  people  educated  to  accept  irradiation, 
to  have  two  States  make  this  determination  you  cannot  even  sell 
irradiated  products,  is  absolutely  abhorrent.  I  cannot  believe  that 
we  did  not  react  to  that  as  fast  as  you  reacted  to  the  case  of  a  State 
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preempting  a  Federal  law  having  to  do  with  the  zero  versus  25  de- 
grees. You  know,  you  ought  to  be  very  interested  in  working  the 
irradiation  issue  too,  it  seems  to  me. 

And  the  last  thing  if  I  may,  Mr.  Chairman,  I  am  concerned  about 
the  user  fee.  You  know,  we  really  do  employ  the  user  fee  very  well 
on  a  whole  lot  of  things.  But  this  seems  to  be  a  user  fee  that  is 
being  proposed  for  the  smaller  members  of  the  poultry  on  industry 
and  not  on  the  rest  of  them.  You  know,  it  ought  to  be  across  the 
board  if  we  are  going  to  do  this. 

Mr.  Peterson.  The  Administration  proposes  charging  a  user  fee 
for  "second  shift"  activities  when  conducting  meat  or  poultry  in- 
spections. Could  the  Department  please  answer,  why  would  a 
scheduled  first  shift  be  treated  differently  than  a  scheduled  second 
shift  for  the  purpose  of  charging  a  user  fee? 

Mr.  Medley.  We  are  attempting  with  this  proposal  to  treat  large 
and  small  plants  more  equitably  in  the  provision  of  inspection  serv- 
ices. At  present  almost  all  plants  operate  one  full  shift  each  work- 
day. We  will  continue  to  provide  inspection  at  no  cost  to  the  plant 
for  this  shift.  If  a  plant  works  several  hours  beyond  its  first  shift, 
we  currently  bill  it  for  the  cost  of  overtime.  If  it  regularly  works 
a  full  eight  hours,  or  in  some  cases  ten  hours,  beyond  the  first  shift 
then  we  provide  the  inspection  without  charge.  Therefore,  plants 
that  work  only  a  few  hours  beyond  the  first  shift  are  paying  for  the 
additional  hours  of  inspection,  while  large  two  shift  operations  are 
not  charged  at  all  for  the  inspection  service.  The  proposed  user  fee 
legislation  will  put  all  plants  on  a  more  equal,  competitive  basis. 

Mr.  Peterson.  I  see  us  essentially  imposing  a  tax  on  that  who- 
ever does  this  extra  shift  work,  and  I  do  not  know,  but  I  assume 
that  we  produce  more  turkeys  prior  to  Thanksgiving  than  we  do  in 
the  middle  of  July.  I  just  do  not  know,  but  I  assume  that  there  are 
peaks 

Mr.  Medley.  Yes. 

Mr.  Peterson  [continuing].  When  you  do  this.  And  so  I  do  not 
know  that  we  are  accommodating  the  consumer  out  here  in  this 
process,  and  that  I  think  that  there  is  a  problem  with  just  us  sit- 
ting here  and  not  commenting  that  the  user  fees  are  okay  here, 
and  that  we  are  not  doing  it  in  other  areas. 

Mr.  Medley.  Well,  Congressman,  we  are  doing  it  in  other  areas, 
but  what  we  are  trying  to  do  here  is,  trying  to  correct  some  inequi- 
ties. That  is,  if  you  have  a  partial  second  shift,  not  a  full  one,  then 
currently  you  pay  for  receiving  that  service.  If  you  have  a  complete 
full  shift,  a  second  shift,  then  that  service  is  provided  free  of 
charge. 

What  we  are  trying  to  do  is  to  create  an  equity  here  in  that  if 
any  plant  elects  to  go  beyond  the  primary  shift,  then  it  should  pay 
for  that  inspection  service. 

There  are  a  number  of  agencies  that  have  used  user  fees  in  an 
area  where  there  is  a  direct  benefit  to  the  recipient,  and  it  is  a  le- 
gitimate way  of  trying  to  reduce  costs  or  to  get  the  revenues  needed 
to  provide  that  service.  What  they  are  doing  is  paying  for  that  serv- 
ice. 

We  will  provide  a  full  shift  of  service  free  of  charge,  and  if  they 
elect  to  do  more  than  that,  they  would  pay  for  that  additional  serv- 
ice. 
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Mr.  Peterson.  So  you  are  only  adding  for  the  partial  really.  This 
is  what  you  are  saying  to  me? 

Mr.  Medley.  Well,  what  we  are  doing 

Mr.  Peterson.  If  somebody  does  a  partial  shift,  then  that  is 
when  you  are  going  to  impose  the 

Mr.  Medley.  No.  The  people  doing  the  partial  shift  are  already 
paying. 

Mr.  Peterson.  They  are  already  paying. 

Mr.  Medley.  They  are  already  paying  for  that  service.  So  what 
we  are  trying  to  do  is  create  more  of  an  equity  with  those  who  have 
enough  work  to  support  an  entire  second  shift,  and  get  that  free 
of  charge.  If  a  plant  only  has  enough  work  to  support  an  additional 
three  or  four  hours,  then  it  has  to  pay  for  it.  So  we  are  trying  to 
really  place  the  partial  shift  people  in  a  more  equitable  position 
with  the  people  receiving  the  full  second  shift. 

Mr.  Peterson.  Well,  that  was  not  explained  earlier,  but  that 
helps  the  position. 

Thank  you,  Mr.  Chairman.  I  appreciate  it. 

EMPLOYMENT  REDUCTIONS 

Mr.  Durbin.  Thank  you,  Mr.  Peterson. 

I  think  what  it  gets  down  to,  as  George  Will  has  often  said,  the 
American  people  have  just  about  as  many  taxes  as  they  care  to 
have,  but  they  always  need  a  few  more  government  services.  When 
it  comes  to  the  areas  of  health  and  safety,  whether  it  is  the  Food 
and  Drug  Administration  or  your  agency,  people  want  the  absolute 
best  for  themselves  and  their  families,  and  who  can  question  that. 

We,  then,  have  the  responsibility  of  trying  to  figure  out  how  to 
move  into  this  revolutionary  way  of  thinking,  of  food  inspection, 
and  do  it  in  a  cost-efficient  way.  I  guess  the  bottom  line  is,  there 
is  no  free  lunch  and  there  is  no  free  lunch  inspection.  We  are  going 
to  have  to  ask  people  to  pay  a  price  for  that  service. 

Let  me  ask  you,  one  of  the  things  that  we  are  talking  about  is 
reducing  the  number  of  Federal  employees  by  about  250,000  over 
five  years,  and  I  am  sure  that  you  have  been  contacted  to  be  ready 
to  discuss  this.  Steve  Dewhurst  has  heard  this  question  many 
times. 

What  are  your  plans  for  FTE  reductions?  I  notice  you  have  an 
increase  for  inspectors,  but  what  are  the  plans  for  reducing  the 
number  of  personnel?  And  as  a  second  part  to  that  question,  if  you 
could  tell  me  how  many  contract  employees  you  presently  have  and 
what  you  anticipate  that  number  to  be  in  a  few  years? 

Mr.  MEDLEY.  In  terms  of  the  reduction  in  the  Federal  work  force, 
the  target  for  Department  of  Agriculture  is  about  7,500. 

At  FSIS,  the  two  areas  that  have  been  targeted,  are  a  ten  per- 
cent reduction  in  administrative  personnel,  and  also  a  reduction  in 
the  number  of  mid-managers;  those  that  would  be  at  the  14,  15  and 
above  level.  This  budget  does  include,  for  1995,  a  reduction  of  61 
staff  members  in  the  administrative  area. 

Mr.  Durbin.  Out  of  a  total  number,  roughly? 

Mr.  Medley.  Out  of  1,900  for  this  upcoming  year.  So  we  do  have 
our  targets  that  we  must  meet  also  by  1998,  to  be  consistent  with 
the  Department's  level. 
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Now,  with  regard  to  the  number  of  individuals  that  are  on  con- 
tract. 

Mr.  West.  I  am  not  sure  that  I  understand  that  question.  If  you 
are  talking  about  consultants  and  the  types  of  assistance  that  are 
provided  under  personal  services  contracts,  we  will  get  that  infor- 
mation for  you. 

We  also  have  contracts  to  augment  our  program  in  providing 
some  laboratory  testing  and  similar  services.  We  can  give  you  infor- 
mation on  those  contracts  as  well. 

Mr.  Durbin.  The  Subcommittee  is  trying  to  keep  track  of  both 
levels,  because  of  a  concern  that  if  we  reduce  the  number  of  FTEs 
and  then  turn  around  and  hire  contract  employees,  there  is  no  net 
gain  for  the  taxpayer.  And  I  am  trying  to  ask  each  agency  that 
comes  before  us  to  give  us  a  picture  as  to  what  it  means  on  both 
levels. 

[Additional  information  follows:] 

FSIS  has  contracted  for  a  total  of  about  47  full  time  equivalent  staff  years,  the 
largest  part  of  which  is  for  laboratory  tests  for  chemical  analysis  and  sulfonamide 
residues.  Approximately  31  full  time  equivalent  staff  years  of  service  are  provided 
by  these  contracts. 

In  addition  to  the  laboratory  contracts,  there  are  11  FTE  SVs  of  support  services 
provided  by  Texas  A&M  for  the  FSIS  training  center  at  College  Station  Texas,  and 
another  five  staff  years  of  program  support  is  provided  under  various  contracts  for 
less  then  one  staff  year  each. 

NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

Mr.  Durbin.  Is  there  anything  that  is  being  done  involving  your 
agency  concerning  NAFTA  and  agreeing  to  health  and  sanitation 
standards  with  Mexico? 

Mr.  Medley.  Not  to  my  knowledge.  I  know  that  at  the  Depart- 
ment, in  terms  of  NAFTA,  we  are  looking  at  what  types  of  scientific 
panels  would  need  to  be  set  up  if  there  is  an  issue  raised  about  a 
phytosanitary  issue  in  terms  of  it  being  on  a  nonscientific  basis.  We 
are  participating  in  those  discussions. 

Mr.  Durbin.  What  is  the  status  between  the  U.S.  and  Mexico  on 
agreeing  to  health  and  sanitation  standards? 

Mr.  Medley.  Mexico  maintains  an  equal-to  inspection  system  for 
export  of  meat  to  the  U.S.  This  includes  compliance  with  all  U.S. 
requirements  for  facilities,  sanitation,  production  practices,  and  in- 
spection procedures.  At  this  time  the  United  States  and  Mexico  do 
not  have  any  disagreements  in  the  area  of  meat  inspection  and  re- 
lated requirements. 

Mr.  Durbin.  What  impact  is  NAFTA  having  on  the  meat  and 
poultry  industry? 

Mr.  Medley.  To  this  point  in  time,  there  has  been  no  discernible 
impact  on  exporters  or  importers. 

Mr.  Durbin.  Okay,  thanks. 

Any  other  questions?  Mr.  Skeen. 

Mr.  Skeen.  In  addition  to  that,  I  have  a  question  I  would  like 
to  ask  on  it. 

Do  you  have  any  inspectors  now  in  Mexican  slaughter  plants 
that  are  shipping  to  the  United  States? 

Mr.  Medley.  No,  we  do  not  have  any  that  are  in  the  plants. 

Mr.  Skeen.  You  do  inspect  the  product  though? 
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Mr.  Medley.  Yes.  What  happens  on  imports  is  that  we  do  have 
in  our  international  program  area  inspectors  that  inspect  the  prod- 
ucts. In  addition,  we  do  reviews  to  make  sure  that  both  the  Mexi- 
can and  the  Canadian  systems  are  equivalent  to  our  system  of  in- 
spection. We  have  been  there  and  reviewed  plants  that  are  rep- 
resentative of  the  foreign  inspection  system. 

CONSUMER  RESPONSIBILITIES 

Mr.  Skeen.  Mr.  Chairman,  just  one  comment.  We  have  talked 
about  this.  You  can  have  the  best  inspection  service  anywhere  in 
the  world,  but  you  can  only  go  so  far  with  it,  as  far  as  the  Federal 
Government's  responsibility  in  the  packing  plant  and  so  forth. 

We  have  done  such  a  great  job  of  producing  safe  food  in  this 
country  that  we  have  taken  it  for  granted  from  the  consumer  as- 
pect, and  we  do  not  preclude  a  consumer's  responsibility  about  pre- 
paring foods.  And  we  have  gotten  used  to  the  idea  that  everything 
is  so  safe  that  we  do  not  really  need  to  cook  it  anymore.  We  do  not 
really  need  to  raise  it  to  140  degrees  temperature  Fahrenheit,  be- 
cause we  are  assured  that  you  could  eat  it  almost  raw  as  it  comes 
or  whatever. 

And  one  of  the  things  that  the  public  has  gotten  out  of  the  habit 
of  doing  is  being  careful  about  how  they  handle  food  once  it  leaves 
the  chain.  And  I  do  not  know  who  is  responsible  for  this  kind  of 
an  education  system,  but  we  need  to  make  people  aware  of  that. 
Practicing  a  little  safe  conduct  as  far  as  handling  your  food,  cook- 
ing it  properly  and  the  rest  of  the  thing  is  still  a  consumer  respon- 
sibility, and  we  cannot  have  a  government  agency  that  takes  it  into 
the  house  and  cooks  it  for  them. 

Mr.  Medley.  Yes.  Clearly,  that  is  one  of  the  critical  points  in  our 
farm  to  table  continuum.  There  is  a  role  there  for  those  preparing 
it  in  the  home,  and  that  is  why  we  feel  that  our  safe  handling  la- 
bels, in  terms  of  meat  food  products,  should  provide  constant  re- 
minders that  the  consumers  do  need  to  handle  and  cook  the  prod- 
uct properly  to  assure  safety. 

Mr.  Skeen.  Do  you  have  an  education  program? 

Mr.  Medley.  Yes. 

Mr.  Skeen  [continuing].  Parallels  this  thing? 

Mr.  Medley.  Yes.  We  do. 

Mr.  SKEEN.  Thank  you  very  much. 

And  thank  you,  Mr.  Chairman. 

Mr.  Durbin.  Thanks  for  joining  us  today.  We  appreciate  it.  We 
will  be  back  in  touch  with  you. 

Mr.  Medley.  Thank  you. 

Ms.  Jensen.  Thank  you. 
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coordinated  Federal  effort  to  regulate  biotechnology,  he  assisted  in  the 
drafting  of  the  Federal  "Coordinated  Framework  for  Regulation  of  Biotechnology." 
He  was  an  author  of  the  USDA  regulations  for  genetically  engineered  organisms 
that  may  be  plant  pests.  He  is  a  member  of  the  Federal  Biotechnology  Research 
Subcommittee,  Chair  of  the  USDA  Biotechnology  Council,  APHIS'  liaison  to  the 
Agricultural  Biotechnology  Research  Advisory  Committee,  and  served  as  a  member 
of  the  National  Keystone  Advisory  Board  for  Biotechnology.  He  currently 
represents  APHIS  at  the  Organization  for  Economic  Cooperation  and  Development 
meetings  of  the  Joint  Working  Party  for  Environment  and  Agriculture  and  national 
experts  on  safety  in  biotechnology.  He  is  Chairman  of  the  Biotechnology  ad  hoc 
Committee  of  the  North  American  Plant  Protection  Organization,  member  of  the 
Biotechnology  Advisory  Commission  of  the  Stockholm  Environment  Institute,  and 
Agency  Environmental  Compliance  Coordinator. 

He  is  a  frequent  speaker-participant  at  biotechnology  and  environmental 
conferences  in  the  United  States  and  abroad  and  his  papers  have  been  published 
in  numerous  proceedings.  He  has  received  the  USDA's  Award  for  Superior  Service 
from  the  Secretary  of  Agriculture  for  Outstanding  Leadership  in  the  Development 
and  Implementation  of  Biotechnology  Regulatory  Policy  on  Behalf  of  APHIS  and 
USDA;  the  USDA's  Federal  Women  Interagency  Boards'  Achievement  Award  for 
Outstanding  Contributions  to  the  Federal  Women's  Program;  and  the  USDA  Office  of 
Advocacy  and  Enterprise  Partnership  Award.  Mr.  Medley  currently  resides  in 
Arlington,  Virginia,  with  his  wife  Gerre  and  their  two  children. 
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Mr.  William  J.  Hudnall,  Jr.,  was  appointed  Associate  Administrator  of  the  Food 
Safety  and  Inspection  Service  in  July  of  1993.  Previously,  he  had  been  the 
Deputy  Administrator,  Administrative  Management.  Mr.  Hudnall  began  his  career 
with  the  United  States  Department  of  Agriculture  in  1971  and  has  held  a 
variety  of  positions  in  several  agencies,  Including  the  position  of  Assistant 
Deputy  Administrator,  Administrative  Management,  and  Personnel  Director  for 
both  the  Animal  and  Plant  Health  Inspection  Service  and  the  Food  Safety  and 
Inspection  Service. 

Mr.  Hudnall  is  a  native  Virginian.  He  attended  the  University  of  Virginia, 
earning  a  B.A.  in  1965. 
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FOOD  SAFETY  AND  INSPECTION  SERVICE 

Statement  of  Terry  Medley,  J.D.,  Acting  Administrator  of  the 
Food  Safety  and  Inspection  Service,  before  the  Subcommittee  on 
Agriculture,  Rural  Development,  Food  and  Drug  Administration,  and 
Related  Agencies. 

Mr.  Chairman  and  Members  of  the  Subcommittee,  it  is  my 
pleasure  to  appear  before  you  today  to  discuss  the  programs  of 
the  Food  Safety  and  Inspection  Service. 

Before  I  discuss  our  budget  request  for  Fiscal  Year  1995,  I 
would  like  to  briefly  summarize  the  responsibilities  and 
activities  of  the  Food  Safety  and  Inspection  Service,  and  update 
you  on  steps  that  Secretary  Espy,  and  this  Agency  have  taken  to 
strengthen  the  inspection  service  and  provide  the  safest  supply 
of  meat  and  poultry  possible  with  present  day  scientific 
knowledge  and  technology. 

When  Mike  Espy  became  Secretary  of  Agriculture,  he  observed 
that  the  federal  inspection  program  FSIS  had  been  employing  for 
years  needed  improvements  if  it  was  to  effectively  and 
efficiently  meet  present  food  safety  needs,  or  those  that  would 
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arise  in  the  future.   Secretary  Espy  moved  quickly  and 
aggressively  to  revitalize  the  meat  and  poultry  inspection  system 
at  USDA.   When  he  appeared  before  this  Subcommittee  last  year,  he 
laid  out  a  strategic  pathogen  reduction  plan  that  included 
improvements  in  education,  enforcement,  regulations,  research, 
and  testing;  and  an  aggressive  program  to  facilitate  industry's 
adoption  of  new  food  safety  technologies.   His  plan  addressed 
each  step  in  the  farm-to-table  continuum  where  potential  problems 
could  be  identified  and  corrective  actions  taken. 

The  Secretary's  Strategic  Plan  is  a  blueprint  to  steer  the 
system  of  organoleptic  inspection  of  meat  and  poultry  to  a  risk 
oriented  system  based  on  science.   Over  the  past  year,  FSIS  has 
begun  implementing  this  Strategic  Plan  for  the  evolution  of  an 
enhanced  inspection  system. 

The  goal  of  the  Strategic  Plan  is  to  maximize  the 
performance  of  the  meat  and  poultry  inspection  system  by 
utilizing  all  of  our  resources,  advanced  technologies,  and  public 
input  about  inspection  system  design  to  their  fullest  extent.   We 
have  made  great  strides  in  accomplishing  that  goal  over  the  past 
year.   Currently,  over  70  food  safety  initiatives  are  underway. 
Before  discussing  these  accomplishments,  however,  I  would  like  to 
provide  a  brief  overview  of  FSIS  responsibilities. 

FSIS  is  responsible  for  carrying  out  inspection  tasks 
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mandated  by  the  Federal  Meat  Inspection  Act  and  the  Poultry 
Products  Inspection  Act.   It  is  FSIS'  mission  to  ensure  that  meat 
and  poultry  products  are  safe,  wholesome,  and  accurately  labeled. 
Inspection  activities  are  carried  out  by  approximately  7,500 
full-time  food  inspectors'  and  veterinarians  located  throughout 
the  United  States  in  over  6,400  federally  inspected  meat  and 
poultry  plants.   In  Fiscal  Year  1993,  our  domestic  inspectors 
examined  130  million  red  meat  animals,  and  7  billion  birds  which 
produced  over  77  billion  pounds  of  meat  and  poultry  products  for 
public  consumption.   To  enhance  our  domestic  inspection  efforts, 
we  have  increased  our  inspection  staff  by  200  over  the  past  year. 
This  increase  has  enabled  us  to  better  ensure  coverage  of 
critical  positions  in  slaughter  and  processing  plants. 

In  addition  to  domestic  inspection,  the  Agency  is 
responsible  for  ensuring  the  safety  of  imported  meat  and  poultry. 
Our  import  inspection  controls  are  geared  to  ensure  that 
exporting  countries  meet  inspection  requirements  that  are 
equivalent  to  those  for  domestic  producers.   Products  entering 
from  foreign  countries  are  reinspected  by  FSIS  inspectors  located 
at  inspection  posts  on  borders  and  at  ports  throughout  the  United 
States,  to  ensure  that  all  inspection  requirements  have  been  met. 
In  1993,  approximately  2.6  billion  pounds  of  meat  and  poultry 
were  imported  into  the  United  States,  most  of  which  was  further 
processed  in  U.S.  inspected  establishments.   During  this  same 
period  of  time,  U.S.  exporters  shipped  about  four  billion  pounds 
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of  meat  and  poultry  out  of  the  country  for  consumption  abroad. 

An  integral  part  of  our  food  safety  program  is  laboratory 
analysis.   FSIS  operates  three  multidisciplinary  laboratories, 
supplemented  by  the  use  of  two  contract  laboratories.   In  Fiscal 
Year  1993,  over  453,000  samples  were  analyzed  by  these 
laboratories.   In  addition,  FSIS  accredits  approximately  135 
private  laboratories  that  perform  food  safety  tests. 

In  our  ongoing  effort  to  ensure  food  safety,  FSIS 
investigates  cases  of  administrative  and  criminal  violations  of 
the  meat  and  poultry  regulations.   We  conduct  on-going  reviews 
covering  all  meat  and  poultry  plants  to  ensure  compliance  with 
federal  inspection  laws.   Plants  found  in  noncompliance  with 
federal  inspection  laws  are  required  to  correct  the  deficiencies. 

FSIS  also  continues  to  work  with  USDA's  Office  of  the 
General  Counsel  and  the  Department  of  Justice  to  investigate 
violations  of  the  food  safety  regulations  and  prosecute 
offenders.   In  Fiscal  Year  1993,  48,293  compliance  reviews  were 
conducted  that  resulted  in  over  13  million  pounds  of  meat  and 
poultry  detained  for  noncompliance  with  inspection  laws.   In 
addition,  there  were  36  voluntary  recalls  conducted  involving 
over  6  million  pounds  of  product  and  22  convictions  were  obtained 
against  firms  and  individuals  for  violations  of  meat  and  poultry 
inspection  laws. 
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Mr.  Chairman,  I  would  now  like  to  turn  to  some  of  the 
priorities  of  FSIS  in  the  upcoming  year,  as  well  as  review  some 
of  the  initiatives  that  are  currently  underway.   The  most 
important  element  of  the  Strategic  Plan  has  been  our  effort  to 
enhance  the  inspection  system  through  the  involvement  of 
consumers,  public  health  officials,  educators,  scientists, 
managers,  in-plant  inspectors,  and  industry  in  the  policy 
development  process. 


Public  Input 

Last  year,  Secretary  Espy  charged  FSIS  with  providing  a 
forum  to  enable  the  American  public  to  provide  input  on  the 
Strategic  Plan  to  revolutionize  the  inspection  system.   To 
achieve  this,  FSIS  held  nationwide  public  hearings  in  six  major 
cities  across  the  United  States.   The  hearings  were  extremely 
successful.   FSIS  received  over  1,700  comments  which  are  now 
being  reviewed  and  which  will  be  given  careful  consideration  in 
developing  future  inspection  plans. 

In  addition,  FSIS  has  published  a  report  on  the  Pathogen 
Reduction  Program  which  outlines  the  scientific,  regulatory,  and 
consumer  activities  that  we  plan  to  implement.   Before  releasing 
the  report,  FSIS  sought  outside  comment  from  major  consumer 
groups,  health  and  professional  organizations,  industry,  Congress 
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and  other  interested  organizations  including  the  National 
Consumer  League,  Government  Accountability  Project,  and  the  Safe 
Food  Coalition.   Even  after  publication,  the  Agency  has  welcomed 
further  comment  on  critical  research  issues,  consumer  education, 
and  other  activities  concerning  the  Pathogen  Reduction  Program. 


Enhancing  Inspection 

One  of  Secretary  Espy's  first  priorities  was  to  ensure  that 
current  critical  in-plant  inspector  vacancies  were  filled  to 
accomplish  USDA's  mission  of  providing  safe  meat  and  poultry. 
Through  Secretary  Espy's  efforts  over  the  last  year  and  as  part 
of  President  Clinton's  Fiscal  Year  1994  food  safety  investment 
initiative,  200  additional  inspector  positions  have  been  added  at 
FSIS.   Our  inspection  force  is  now  better  able  to  monitor 
conditions  under  which  bacterial  contamination  can  take  place; 
and,  if  not  controlled,  can  lead  to  the  proliferation  of 
bacterial  growth. 


Progressive  Enforcement  Action 

Secretary  Espy  has  also  committed  FSIS  to  stricter 
enforcement  of  sanitary  dressing  and  other  food  safety 
requirements  in  meat  and  poultry  plants.   In  February  of  1993, 


1026 


Secretary  Espy  directed  FSIS  to  conduct  unannounced  reviews  of 
beef  plants  to  assess  the  implementation  of  the  "zero  tolerance" 
program.   Of  the  90  plants  reviewed,  about  one  third  were  found 
to  have  problems  sufficiently  serious  as  to  require  FSIS  to  take 
immediate  action,  such  as  shutting  down  the  production  lines 
until  the  problem  could  be  corrected. 

The  Secretary  also  directed  FSIS  to  establish  a  Review  and 
Assessment  Office.   This  office  recently  completed  a  special 
review  of  26  turkey  plants  operating  under  the  New  Turkey 
Inspection  System  (NTIS) .   In-depth  interviews  were  conducted 
with  in-plant  inspectors.   The  results  of  the  review  were 
released  earlier  this  year.   Although  the  program  is  working  very 
well,  further  improvements  are  possible,  and  FSIS  will  work 
toward  improving  the  programs  currently  being  implemented  under 
NTIS. 

Recently,  the  Review  and  Assessment  Office  also  began  a 
series  of  1,000  unannounced  plant  reviews  throughout  the  United 
States.   These  reviews  are  targeting  plants  suspected  of  having 
compliance  problems  as  well  as  a  significant  number  of  plants 
selected  to  provide  a  representative  profile  of  industry 
compliance  and  to  serve  as  a  control  group  for  the  review.   As 
with  all  reviews  we  conduct,  we  are  taking  immediate  action  when 
problems  are  found  —  including  stopping  operations.   Over  200 
plants  have  already  been  reviewed  and  we  plan  to  pick  up  the  pace 
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this  Spring.   We  are  sending  a  clear  message  that  plants  need  to 
be  on  the  alert  and  in  full  compliance  with  food  safety 
requirements  at  all  times. 

Currently,  212  Federal  plants,  identified  through  special 
reviews  and  in  the  course  of  daily  inspection  operations  as 
having  significant  problems,  are  operating  under  the  Progressive 
Enforcement  Action  Program.   This  program  provides  guidance  to 
FSIS  inspectors  for  progressive  application  of  increasingly 
severe  enforcement  actions  when  establishments  have  demonstrated 
an  unwillingness  or  inability  to  maintain  plant  facilities  and 
operations  in  compliance  with  FSIS  regulatory  requirements. 

The  program  details  progressively  stronger  enforcement 
actions  that  inspectors  will  employ  to  bring  plants  into 
compliance  with  the  Federal  inspection  acts.   At  any  point  in  the 
process,  a  plant  manager  has  the  option  of  having  sanctions 
lifted,  if  he  corrects  and  prevents  from  recurring  the 
deficiencies  that  initially  caused  enforcement  actions  to  be 
taken  against  the  plant. 

The  program  is  carried  out  in  three  stages.   Stage  I  begins 
when  inspection  personnel  have  documented  repeated  failures  in 
plant's  performance,  and  the  plant  management  is  unable  or 
unwilling  to  act  to  effectively  prevent  recurrences.   At  this 
stage,  the  Inspector-In-Charge  meets  with  plant  officials  to 
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inform  them  of  the  specific  pattern  of  problems  and  begins  the 
process  that  can  lead  to  either  corrective  actions  or 
progressively  stronger  regulatory  action.   FSIS  management 
closely  monitors  these  actions  in  order  to  assure  that  they  are 
equitably  applied. 

In  Stage  II,  a  plan  is  developed  for  corrective  inspection 
action  and  the  plant  then  has  180  days  to  correct  the  problems, 
after  which,  the  plant  is  then  gradually  returned  to  its  normal 
inspection  pattern.   If  the  plant  does  not  satisfactorily 
accomplish  the  required  corrections,  the  program  proceeds  to  the 
third  stage. 

The  objective  of  Stage  III  is  to  provide  noncompliant  plants 
with  a  final  opportunity  to  correct  deficiencies  prior  to 
initiating  formal  legal  action  to  withdraw  inspection.   Failure 
to  comply  with  the  provisions  of  the  law  may  result  in  refusal, 
suspension,  or  withdrawal  of  inspection  services  and/or  the 
imposition  of  criminal  sanctions.   During  Fiscal  Year  1993,  11 
plants  entered  Stage  II  and  all  made  the  improvements  necessary 
before  legal  action  had  to  be  taken. 


Pathogen  Reduction  Program 


The  centerpiece  of  USDA  efforts  to  reform  the  inspection 
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system  is  the  Pathogen  Reduction  Program.   As  we  have  seen, 
pathogens  in  the  meat  and  poultry  supply  can  have  detrimental 
effects  on  public  health.   FSIS  has  taken  a  proactive  approach  to 
the  problem.   The  Pathogen  Reduction  Program  will  assist  in 
reducing  the  likelihood  that  harmful  microbes  will  enter  the  food 
supply.   This  program  is  designed  to  strengthen  public  health 
protection  against  microbial  pathogens. 

The  Pathogen  Reduction  Program  also  involves  coordination 
between  FSIS,  the  Center  for  Disease  Control,  the  Food  and  Drug 
Administration,  other  USDA  and  government  agencies,  as  well  as 
consumer,  industry,  and  professional  groups  to  ensure  that  all 
entities  have  input  into  the  program  to  strengthen  public  health 
protection. 


Hazard  Analysis  Critical  Control  Point  (HACCP) 

A  key  component  of  the  effort  to  reduce  pathogens  in  the 
food  supply  is  the  installment  of  a  mandatory  Hazard  Analysis  and 
Critical  Control  Point  system.   HACCP  is  an  industry  process 
control  system  that  identifies  hazards  and  specifies  preventive 
actions  to  minimize  the  risk  of  food  contamination. 

While  reviewing  the  inspection  process,  Secretary  Espy 
realized  that  a  system  such  as  HACCP  would  be  a  necessary 
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building  block  for  an  inspection  program  of  the  future.   As  a 
result,  the  Secretary  asked  that  FSIS  prepare  a  plan  for 
implementing  a  mandatory  HACCP  regulation  for  the  nation's  meat 
and  poultry  establishments. 

In  response  to  this,  FSIS  scheduled  round  table  discussions 
with  interested  parties  on  the  issues  surrounding  implementation 
of  mandatory  HACCP.   The  HACCP  discussions  were  held  in  late 
March  of  this  year  in  Washington,  D.C.,  and  were  attended  by 
interested  scientists,  academics,  health  officials,  consumer 
groups,  federal,  state  and  local  governments,  and  industry.   The 
discussions  were  opened  by  Acting  Assistant  Secretary  for 
Marketing  and  Inspection  Services,  Patricia  Jensen,  and  were 
conducted  by  a  professional  facilitator.   FSIS  accepted  written 
comments  from  observers,  as  well  as  participants.   The  results  of 
this  session  will  contribute  to  the  development  of  a  HACCP 
regulation. 

While  HACCP  is  recognized  throughout  the  world  as  a  proven 
process  control  system,  many  legitimate  guest ions  concerning  its 
application  in  meat  and  poultry  establishments  must  be  resolved 
before  regulations  can  be  implemented.   It  is  the  Department's 
goal  to  have  a  proposed  rule  completed  within  six  months.   FSIS 
believes  that  HACCP  will  assist  in  eliminating  microbiological, 
physical,  and  chemical  hazards  from  domestic,  as  well  as  imported 
meat  and  poultry. 
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Microbiological  Data  Co] lection 

FSIS  recently  issued  a  report  on  the  steer/heifer 
microbiological  baseline  survey  conducted  between  October  1992 
and  October  1993.   This  was  the  first  in  a  series  of 
microbiological  baseline  studies  conducted  to  profile  the 
freguency  and  levels  of  pathogenic  bacteria  in  raw  meat  and 
poultry  carcasses  under  federal  inspection. 

Currently,  a  similar  survey  is  underway  for  bulls  and  cows. 
We  have  also  embarked  on  a  poultry  survey  as  well  as  a  protocol 
for  swine  that  is  being  circulated  for  comment  at  this  time. 
These  surveys  will  help  us  understand  the  different  types  and 
levels  of  microbiological  contaminants  that  are  present  on 
various  species  of  animals  at  slaughtering  plants. 

In  addition,  FSIS  is  testing  disabled  cows  to  determine  the 
prevalence  of  pathogen  shedding  from  these  animals.   This  study 
will  allow  scientists  to  compare  and  assess  the  effects  of  stress 
on  the  shedding  of  bacteria  such  as  E.coli  0157 :H7,  Salmonella, 
and  Campylobacter  jejuni/coli  that  cause  foodborne  human  illness. 
The  study  will  determine  if  disabled  cows  constitute  a  greater 
public  health  risk  than  normal  cows.   The  study  has  been  designed 
to  initially  evaluate  500  disabled  cows  and  500  control  animals. 
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A  study  has  been  designed  and  implemented  to  determine  a 
microbial  profile  of  ground  beef.   Three  thousand  samples  will  be 
collected  and  analyzed  for  indicator  organisms  and  selected 
pathogens,  including  E.coli  0157 :H7.   We  are  also  planning  to 
extend  the  study  to  test  ground  beef  sold  at  the  retail  level. 


Rapid  Methods 

Secretary  Espy  is  personally  committed  to  the  development  of 
rapid  testing  for  detection  of  microbiological  pathogens  on  meat 
and  poultry.   In  keeping  with  the  Secretary's  commitment,  FSIS 
published,  in  a  Federal  Register  Notice,  the  desirable 
performance  characteristics  for  rapid  in-plant  testing  methods. 
In  addition,  we  have  also  published  a  notice  in  the  Commerce 
Business  Daily  requesting  information  on  new  technologies  that 
may  be  applicable  to  rapid  detection  of  low  numbers  of 
microorganisms  on  meat  and  poultry.   Nine  responses  have  been 
received,  including  a  proposed  technique  that  would  permit  us  to 
detect  the  presence  of  bacteria  through  bioluminescence.   We  are 
also  publishing  12  requests  for  proposals  in  Commerce  Business 
Daily  for  competitive  bids  to  perform  research  in  these  areas. 
In  addition,  scientists  at  the  Agricultural  Research  Service's 
(ARS)  Meat  Animal  Research  Center  in  Clay  Center,  Nebraska,  have 
developed  adenosine  triphosphate  (ATP)  bioluminescence  assays 
that  can  rapidly  and  accurately  detect  high  levels  of  bacterial 
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contamination  on  meat  carcasses.   The  test  can  be  completed  in  as 
few  as  5  minutes.   ARS  scientists  are  optimistic  that  this  rapid 
test  could  be  used  in  the  meat  and  poultry  industry  to  determine 
if  a  carcass  has  been  grossly  contaminated. 

FSIS  is  also  embarking  on  a  major  initiative  to  integrate 
microbiological  testing  into  its  inspection  activities.   This 
initiative  is  designed  to  address  improvements  at  the  plant  level 
and  broaden  the  knowledge  of  our  meat  and  poultry  inspectors  with 
regard  to  microbiological  pathogens.   There  are  three  elements  to 
this  program. 

The  first  of  these  elements  is  Pre-Production 
Microbiological  Sampling.   FSIS  will  incorporate  microbiological 
testing  into  the  pre-operational  inspection  practices  already  in 
use.   Our  present  system  of  visual  inspections  to  monitor 
sanitation  programs  in  meat  and  poultry  plants  will  be  enhanced 
by  microbial  monitoring.   This  sampling  program  will  provide 
information  about  the  relationship  between  the  visual  appearance 
of  facilities  and  equipment  surfaces  and  the  level  of 
microbiological  contamination.   It  will  also  provide  inspectors 
with  valuable  experience  in  microbiological  principles  and 
sampling  techniques  that  will  be  helpful  as  we  incorporate 
expanded  microbiological  testing  into  the  inspection  program. 
A  broad  scale  pilot  test  of  the  program  will  begin  later  this 
Spring.   National  implementation  in  meat  and  poultry  slaughter 
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and  processing  plants  will  be  phased  in  beginning  in  October. 

In  the  second  component,  Slaughter  Production 
Microbiological  Sampling,  FSIS  will  begin  microbiological  testing 
to  monitor  procedures  used  by  plants  to  remove  visible  fecal, 
ingesta,  or  milk  contamination  from  livestock  and  poultry 
carcasses.   A  pre-trial  of  this  sampling  program  is  now  being 
conducted  in  five  beef  plants.   A  broad  scale  pilot  is  scheduled 
for  later  this  Spring,  and  nationwide  implementation  in  beef 
slaughter  plants  will  begin  in  October  of  1994.   We  have  also 
recently  announced  that  a  regular  microbial  testing  program  for 
poultry  products  will  begin  shortly. 

Finally,  FSIS  is  extending  its  current  microbiological 
testing  program  for  processed,  ready-to-eat  products,  to 
additional  products  not  currently  covered.   Especially  important 
is  the  microbiological  testing  of  cooked,  ready-to-eat  meat 
patties  produced  in  Federal  establishments.   Microbiological 
sampling  for  uncooked  cured  meat  products  began  in  October  of 
1993  and  for  cooked  patties  in  December  of  1993.   Sampling  has 
begun  for  dried,  cured,  and  fermented  products. 


Rapid  Tests  and  Chemical  Residues 


The  reduction  of  residues  from  antibiotics,  pesticides,  and 
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other  chemicals  continues  to  be  an  important  priority  for  FSIS. 
As  an  indicator  of  the  success  of  this  effort,  since  1984, 
sulfamethazine  residue  violations  have  declined  from  7  percent  of 
the  samples  tested,  to  less  than  one  percent.   In  fiscal  year 
1993,  FSIS  conducted  over  116,000  Swab  Test  On  Premises  (STOP) 
tests  to  detect  the  presence  of  antibiotics  in  meat  and  poultry, 
85,000  Calf  Antibiotic  and  Sulfa  Tests  (CAST)  were  conducted  to 
detect  antibiotics  and  sulfa  drugs  in  bob  veal  calves,  and 
101,000  Sulfa  on  Site  (SOS)  tests  were  conducted  to  detect 
violative  levels  of  the  drug  sulfamethazine  in  hogs.   The  Fast 
Antimicrobial  Screen  Test  (FAST)  was  developed  in  1991  to  replace 
CAST  and  STOP.   It  detects  both  antibiotics  and  sulfonamide  drug 
residues  in  animal  tissues.   The  preliminary  report  produced  from 
the  analysis  of  data  gathered  from  field  tests  indicates  that  the 
FAST  test  is  as  accurate  as  the  STOP  and  CAST  tests.   FAST  is 
being  produced  commercially  and  was  implemented  in  five  calf 
plants  in  January  of  1994.   Training  manuals  are  currently  being 
developed,  and  field  supplies  will  be  provided  to  inspectors  for 
field  use. 


Increased  Compliance  Activities 

FSIS  is  actively  working  to  assure  that  all  fecal,  ingesta, 
and  milk  contamination  will  be  trimmed  from  beef  carcasses.   In 
re-emphasizing  this  regulation,  FSIS  has  proposed  programs  to 
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support  a  consistent  and  comprehensive  application  of  the  zero 
tolerance  standards.   These  programs  prescribe  the  method  of 
removal  of  contamination  and  establish  new  requirements  for 
industry  production  with  additional  safeguards  to  control  and 
prevent  the  occurrence  of  contamination. 

FSIS  is  taking  steps  to  initiate  immediate  action  on  the 
clean  meat  program  in  cattle  plants.   The  Agency  is  holding 
discussions  with  inspectors  and  supervisors  on  defect 
identification  guidelines  for  fecal,  ingesta,  and  milk 
contamination  to  assure  uniform  application  of  regulations  and 
re-emphasizing  inspection  responsibilities  in  the  areas  of 
sanitary  dressing  procedures  and  carcass  inspection.  FSIS  has 
initiated  a  study  to  determine  whether  washing  or  trimming  is 
more  effective  in  removing  contamination. 

With  the  assistance  of  President  Clinton's  economic 
stimulus  package,  we  were  able  to  staff  an  additional  200 
critical  in-plant  positions  and  have  taken  steps  to  enhance 
veterinary  inspection  in  plants  handling  high-risk  animals. 

On  March  9,  1994,  Secretary  Espy  announced  that  USDA  would 
further  enhance  and  strengthen  the  poultry  inspection  system  to 
include  microbial  improvements  and  the  prohibition  of  all  fecal 
matter  on  raw  product.   This  establishes  a  zero  tolerance 
standard  for  poultry  similar  to  that  presently  applicable  to  red 
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meat.   Fecal  contaminated  poultry  carcasses  will  be  allowed  to  be 
washed  inside  and  outside  if  the  procedure  is  effective;  however, 
all  washed  carcasses  will  be  reinspected.   This  procedure  is 
based  on  a  1993  study  which  reconfirmed  the  efficacy  of  washing. 
This  will  also  be  accomplished  by  a  number  of  regulatory 
proposals  that  will  place  additional  requirements  on  the  industry 
to  control  fecal  contamination  on  birds  during  poultry  slaughter. 
These  proposals  will  include  new  inspection  and  control  sites  in 
the  slaughter  process,  the  use  of  antibacterial  rinses,  and  the 
establishment  of  standards  that  do  not  permit  fecal  contamination 
on  any  bird. 

It  has  become  evident  that  additional  statutory  authority 
will  be  needed  if  the  Agency  is  to  consistently  trace  high  risk 
animals  back  to  the  herd  of  origin.   Therefore,  we  are  proposing 
legislative  changes  to  provide  this  needed  authority.   In 
addition,  we  are  writing  new  rules  to  strengthen  requirements 
that  meat  and  poultry  plants  maintain  records  that  will  enable 
USDA  to  trace  the  product  suspected  of  causing  foodborne  illness 
to  the  establishment  of  origin.   This  is  part  of  a  legislative 
program  to  provide  the  Secretary  with  the  necessary  statutory 
authority  to  ensure  that  there  will  be  no  gaps  in  our  ability  to 
address  food  safety  issues  from  the  farm  to  the  table.   We  will 
submit  this  proposal  to  Congress  after  appropriate  review  by  the 
Administration. 
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Regulatory  Initiatives 

In  September  of  1993,  a  new  regulation  went  into  effect  that 
prescribes  the  procedures  for  cooking  and  handling  cooked  meat 
patties  in  Federal  plants.   We  are  enforcing  new  cooking  and 
handling  controls  for  plants  making  cooked,  partially-cooked,  or 
char-marked  ground  meat  products.   This  will  require  labeling 
packages  of  meat  patties  that  are  not  fully  cooked  to  alert  the 
handler  to  "Cook  until  well  done,  for  safety."   The  rules  also 
call  for  meat  plants  to  take  steps  to  prevent  cross-contamination 
of  product  ready  for  packaging. 


Irradiation 

USDA  has  also  incorporated  irradiation  into  the  Pathogen 
Reduction  Plan.   Irradiation  has  been  proven  to  reduce  the  level 
of  pathogens  in  the  food  supply  without  endangering  the  health 
and  well  being  of  consumers.   In  September  of  1992,  FDA  approved 
poultry  irradiation,  making  one  more  technology  available  to 
improve  poultry  safety  and  prevent  foodborne  illness.   In  October 
of  1992,  FSIS  introduced  a  new  rule  that  permitted  the 
irradiation  of  retail  packages  of  fresh  or  frozen  uncooked 
poultry  to  control  salmonella  and  other  bacterial  pathogens. 
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Secretary  Espy  has  notified  FDA  that  a  petition  seeking 
approval  for  the  use  of  irradiation  as  a  pathogen  reduction 
technique  on  red  meat  is  being  prepared  by  private  sector 
interests.   FSIS  has  been  supportive  in  designing  the  research 
needed  for  submission  of  this  petition.   Secretary  Espy  is  asking 
FDA  for  a  timely  review  of  the  petition. 

There  are  currently  three  plants  producing  product  under  an 
approved  system  for  the  irradiation  of  poultry.   Consumer 
acceptance  of  irradiated  products  has  been  slow  and  some  advocacy 
groups  stridently  oppose  irradiation.   Maine  and  New  York  have 
even  prohibited  the  sale  of  irradiated  foods.   However,  USDA  has 
made  irradiation  information  a  part  of  its  food  safety  campaign. 
We  currently  publish  an  irradiation  information  packet  as  well  as 
several  public  education  brochures  that  address  many  of  the 
concerns  about  irradiation. 


Interagency  Coordination 

In  keeping  with  another  promise  Secretary  Espy  made  to  this 
Subcommittee  last  year,   I  want  to  mention  the  formation  of  the 
Department  level  Pathogen  Reduction  Task  Force.   This  task  force 
is  responsible  for  leadership,  oversight,  and  coordination  in 
USDA's  efforts  to  reduce  the  occurrence  of  microbiological 
pathogens  in  meat  and  poultry  products.   The  Secretary  has 

20 


1040 


designated  Patricia  Jensen,  Acting  Assistant  Secretary  for 
Marketing  and  Inspection  Services,  to  lead  this  task  force. 

The  task  force  will  examine  the  results  of  the  many  projects 
that  USDA  already  has  underway.   The  results  of  this  review  will 
provide  invaluable  guidance  for  future  program  changes.   We 
anticipate  adding  more  initiatives  as  we  move  forward  and  as  new 
technology  becomes  available.   We  believe  that  it  is  essential  to 
maintain  a  systems  approach  to  integrate  and  focus  the  many 
resources  in  the  Department,  including  research  and  education 
components  in  our  efforts  to  reduce  microbiological  pathogens. 
In  addition  to  USDA  agencies,  the  task  force  includes  members  of 
other  Federal  agencies,  such  as  CDC  and  FDA,  to  ensure  that  all 
of  our  efforts  are  well  planned,  coordinated,  and  implemented 
effectively. 


Enhancing  Workplace  Safety 

FSIS  increased  its  efforts  to  provide  its  inspectors  with 
safe  and  healthful  workplaces.   Earlier  this  year,  FSIS  and  the 
Labor  Department's  Occupational  Safety  and  Health  Administration 
(OSHA)  signed  a  revised  Memorandum  Of  Understanding  (MOU)  to 
enhance  workplace  safety  in  meat  and  poultry  plants.   The  purpose 
of  the  MOU  is  to  train  FSIS  meat  and  poultry  inspection  personnel 
to  improve  their  ability  to  recognize  serious  workplace  hazards 
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that  could  result  in  serious  injuries  or  even  death  within  the 
meat  and  poultry  industry.   The  MOU  will  also  give  FSIS  and  OSHA 
the  ability  to  coordinate  in  the  development  and  enforcement  of 
standards  which  will  minimize  any  inconsistencies  between  OSHA 
job  safety  and  health  standards  and  FSIS  sanitation  and  health 
standards . 

FSIS  and  OSHA  are  also  planning  the  development  of  a 
training  program  in  support  of  the  MOU.   An  FSIS  joint  team, 
along  with  representatives  from  OSHA,  is  previewing  a  course  to 
teach  target  groups  of  FSIS  Inspectors  how  to  recognize  potential 
workplace  hazards.   This  program  is  schedule  to  begin   in  mid- 
August  of  1994.   OSHA  is  also  scheduled  to  train  FSIS  personnel 
to  teach  these  courses  to  employees.   This  training  is  planned 
for  mid-October  of  1994. 


Public  Health  Focus 

To  improve  coordination  with  public  health  officials, 
Secretary  Espy  directed  FSIS  to  create  a  new  liaison  position  to 
coordinate  with  the  Centers  for  Disease  Control.   The  liaison 
officer  has  been  selected  and  began  work  very  recently.   This  new 
position  will  help  ensure  that  USDA  has  the  most  up-to-date 
information  from  CDC  epidemiologists  and  medical  professionals, 
thereby  enhancing  the  public  health  activities  of  FSIS.   The 
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liaison  officer,  operating  out  of  the  CDC  headquarters  in 
Atlanta,  Georgia,  will  also  help  ensure  that  USDA  is  more 
involved  in  the  tracking  of  outbreaks  of  foodborne  illness 
including  E.coli  0157 :H7. 


Public  Information  and  Consumer  Education 

Over  the  past  twelve  months  FSIS  has  enhanced  the  meat  and 
poultry  inspection  system  by  placing  a  firm  emphasis  on  basic 
research.   We  have  also  taken  the  same  approach  to  improving 
consumer  education  concerning  the  safe  handling  of  meat  and 
poultry.   One  of  the  most  critical  aspects  of  this  effort  has 
been  in  the  area  of  safe  food  handling. 

To  initiate  this  effort,  Secretary  Espy  asked  that  FSIS 
mandate  the  use  of  safe  handling  labels  on  raw  and  partially 
cooked  meat  and  poultry  products.   This  led  to  the  publication  of 
a  proposed  rule  on  November  4,  1993.   These  labels  will  serve  as 
reminders  to  the  consumer  to  handle  and  cook  meat  and  poultry 
products  properly  to  ensure  they  are  safe.   As  you  know,  a 
lawsuit  was  filed  by  several  industry  associations  which  delayed 
earlier  implementation  of  the  labels.   However,  many  members  of 
the  food  industry  have  responded  positively  to  Secretary  Espy's 
call  by  voluntarily  supplying  safe  handling  and  cooking 
instructions  on  their  products.   We  are  fully  committed  to  this 
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initiative,  and  we  will  continue  to  press  until  labels  appear  on 
all  raw  and  partially  cooked  meat  and  poultry  products.   We  have 
recently  published  a  final  rule  mandating  safe  handling  labels. 
However,  this  label  will  not  relieve  USDA  of  its  responsibility 
to  enhance  and  strengthen  the  meat  and  poultry  inspection  system. 

We  have  also  enhanced  our  consumer  education  efforts  through 
our  newly  established  Food  Safety  Education  Branch.   The 
objective  of  this  branch  is  to  design  public  health  information 
projects  that  present  the  public  with  simple  yet  compelling 
messages  on  food  safety.   These  projects  include:  a  grant  of 
$80,000  to  the  National  Agricultural  Library  to  set  up  the 
USDA/FDA  Foodborne  Illness  Education  Information  Center;  a 
nationwide  outreach  to  school  children  and  their  parents  to  teach 
safe  hamburger  handling;  and  the  preparation  of  extensive  press 
and  consumer  information  publications  explaining  what  the  new 
Safe  Handling  labels  for  meat  and  poultry  will  mean  for  public 
health. 

Inter-agency  coordination  is  also  playing  a  major  role  in 
this  effort.   Last  week,  FSIS  began  distributing  joint  USDA/FDA 
food  safety  packages.   These  packages  include  information  on  how 
to  protect  against  E.coli  0157 :H7,  as  well  as  other  safe  food 
handling  directives.   These  packages  will  also  be  distributed  to 
approximately  9,000  fast  food  restaurants.   In  addition,  as  part 
of  the  safe  handling  label  initiative,  the  Food  and  Nutrition 

24 


1044 


Service  (FNS)  has  joined  FSIS  in  a  campaign  to  disseminate 
information  about  safe  cooking  and  handling  of  meat  and  poultry 
to  sites  preparing  meals  with  USDA  provided  commodities.   For 
example,  FNS  is  in  the  process  of  printing  posters  for  homeless 
shelters  and  soup  kitchens. 

In  a  move  to  further  enhance  public  awareness  throughout  the 
United  States,  next  month  USDA  and  FDA  will  sponsor  a  joint 
teleconference  for  state  and  local  food  safety  and  health 
officials.   The  topic  discussed  will  be  the  FDA  Food  Code.   The 
code  offers  sweeping  changes  in  the  way  that  state  and  local 
jurisdictions  will  "police"  restaurants  and  other  food  service 
outlets.   The  satellite-beamed  teleconference  will  reach  health 
professionals  in  49  States. 

1995  Budget  Request 

For  fiscal  year  1995,  we  are  making  a  current  law  request  of 
$534.2  million,  an  increase  of  $17.5  million  over  the  amount 
appropriated  for  1994.   Our  budget  proposal  includes  $7.3  million 
to  pay  for  mandatory  cost  increases,  such  as  those  related  to  pay 
raises,  health  benefits,  and  the  Federal  retirement  system.    A 
savings  of  $3.3  million  is  projected  as  a  result  of  reduced 
administrative  expenses. 

Of  the  $17.5  million  increase,  $7.7  million  is  requested  to 
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fill  200  critical  in-plant  slaughter  and  processing  inspection 
vacancies.   By  filling  these  vacancies,  FSIS  will  be  better  able 
to  maintain  a  stable  and  effective  inspection  system.   An 
additional  $5.8  million  is  requested  for  Secretary  Espy's 
Pathogen  Reduction  Program  aimed  at  reducing  the  level  of 
pathogens  in  meat  and  poultry  products.   Inspectors  will  be 
trained  in  the  latest  food  safety  techniques,  rapid  testing 
methods,  and  the  use  of  process  control  techniques  that  reduce  or 
eliminate  contamination. 

FSIS  is  proposing  legislation  to  recover  $103  million  in 
user  fees  by  charging  plants  that  operate  second  shifts  for  the 
full  cost  of  providing  inspection  service  for  those  shifts. 
Currently,  FSIS  provides  inspection  free  of  charge  to  plants  that 
regularly  operate  second  shifts.   Under  this  proposal,  FSIS  will 
provide  inspection  service  at  no  charge  to  the  plant  for  one 
primary  shift,  and  plants  would  incur  the  full  cost  of  any 
inspection  services  beyond  the  primary  shift. 

Under  Secretary  Espy's  guidance,  we  feel  that  FSIS  can 
continue  to  build  an  exemplary  inspection  program.   Repeatedly, 
we  see  the  importance  of  a  cooperative  effort  involving  industry, 
consumers,  and  interest  groups  in  developing  a  new  inspection 
service  for  the  food  safety  needs  of  the  future.  It  is  the  policy 
of  this  Administration  to  ensure  the  health  and  safety  of  the 
American  public  with  regard  to  meat  and  poultry.   The 
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Administration  is  committed  to  a  safe  and  wholesome  food  supply. 
We,  at  FSIS,  fully  recognize  the  magnitude  of  this  effort,  as 
well  as  the  need  for  a  strong  and  efficient  Federal  meat  and 
poultry  inspection  program. 

In  summary,  Mr.  Chairman,  Secretary  Espy  has  pledged  that  we 
will  have  a  science-based  inspection  system,  focused  on  public 
health,  stringent  enforcement,  and  effective  consumer  education  - 
-  especially  safe  handling  labels  and  with  full  public  input  to 
inspection  plans.   That  is  the  direction  in  which  we  are  going 
now  and  the  direction  that  we  will  take  in  the  future.   I  want  to 
assure  this  Subcommittee  that  we  in  USDA  stand  ready  to  work  with 
you  —  forming  a  partnership  with  Congress,  Federal,  State,  and 
local  governments,  industry,  consumers,  health  officials, 
scientists,  producers  and  others  —  to  seek  answers  to  the 
pressing  questions  of  food  safety. 

Mr.  Chairman,  this  concludes  my  prepared  statement.   Thank 
you  for  the  opportunity  to  testify  on  the  priorities  of  our 
Agency.   I  will  be  happy  to  answer  any  questions  that  you  or  the 
other  members  of  the  Subcommittee  may  have. 
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FOOD  SAFETY  AND  INSPECTION  SERVICE 
Purpose  Statement 

The  Food  Safety  and  Inspection  Service  was  established  on  June  17,  1981,  by 
Secretary's  Memorandum  No.  1000-1  issued  pursuant  to  Reorganization  Plan  No.  2  of 
1953  (7  U.S.C.  2201). 

The  major  objective  of  the  Agency  is  to  ensure  that  the  Nation's  commercial  supply 
of  meat  and  poultry  products  is  safe,  wholesome,  and  correctly  labeled  and  packaged, 
as  required  by  the  Federal  Meat  Inspection  Act  and  the  Poultry  Products  Inspection 
Act. 

The  Meat  and  Poultry  Inspection  Program  of  the  Food  Safety  and  Inspection  Service 
provides  in-plant  inspection  of  all  domestic  establishments  preparing  meat  or 
poultry  products  for  sale  or  distribution  in  commerce;  reviews  foreign  inspection 
systems  and  establishments  that  prepare  meat  or  poultry  products  for  export  to  the 
United  States;  and  provides  technical  and  financial  assistance  to  States  which 
maintain  meat  and  poultry  inspection  programs  equal  to  the  Federal  inspection 
program. 

During  1993,  the  Agency  maintained  central  offices  in  the  Washington  metropolitan 
area,  five  regional  offices,  26  area  offices,  and  a  nationwide  network  of  inspectors 
in  approximately  6,400  establishments  (including  official  import  facilities)  in  50 
States,  Puerto  Rico,  American  Samoa,  Guam,  and  the  Virgin  Islands.  Much  of  the  work 
is  conducted  in  cooperation  with  Federal,  State  and  municipal  agencies,  as  well  as 
private  industry.  As  of  September  30,  1993,  the  Agency  employment  totaled  9,307 
permanent  full-time  employees  and  927  other  employees.  Of  these,  722  permanent 
full-time  employees  and  96  other  employees  were  located  in  the  central  offices,  and 
458  permanent  full-time  employees  and  28  other  employees  were  in  area  and  regional 
offices.  The  balance  of  8,127  permanent  full-time  employees  and  803  other  employees 
were  in  field  locations. 
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FOOD  SAFETY  AND  INSPECTION  SERVICE 
Available  Funds  and  Staff-Years 
1993  Actual  and  Estimated.  1994  and  1995 


Item     : 

1993 
Actual     l 

1994      : 
Estimated 

1995 
Estimated 

Amount   : 

Staff-: 
Years  : 

Amount   : 

Staff-: 

Years  : 

Amount 

Staff- 
Years 

Salaries  and  Expenses: 

$493,655,000: 

9,524: 

$516,738,000: 

9,614: 

S534,223,000: 

9,779 

Obligations  under    : 
other  USDA        : 

aDDrooriations:    : 

Allocation  from: 
Hazardous  Waste    : 
Management  

120,000- 

-- : 

316,000: 

--: 

290,000: 

-- 

APHIS  for  blood 
samples  (MPI)  ... 

Total,  AgricuTture 
Appropriations  

Non-Federal  Funds: 

699.982 

1.000.000 

1.000.000: 

_  m 

494.474.982 

9.524 

518.054.000 

9.614 

535.513.000 

9.779 

Reimbursements  for 
Meat  and  Poultry 
Inspection  

•  62,999,324 

230 

66,074,000 

230 

68,000,000 

230 

Trust  Funds  for 
Meat  and  Poultry 
Inspection  

Total, 
Non-Federal  Funds  . 

2.039.839 

33 

2.043.000 

33 

■    2.043.000 

33 

■   65.039.163 

263 

■   68.117.000 

263 

:   70.043.000 

I   263 

Total, 

Food  Safety  and 
Inspection  Service 

:  559,5)4^45 

!  9.787 

:  586,J71.000 

■  9.877 

:  605.556.000 

i 10,042 
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FOOD  SAFETY  AND  INSPECTION  SERVICE 

Permanent  Positions  by  Grade  and  Staff-Year  Summary 

1993  and  Estimated  1994  and  1995 


1993 

1994 

1995 

Head- 

Head- 

Head- 

Grade 

quarters 

Field 

Total 

quarters 

Field 

Total 

quarters 

Field 

Total 

ES-6 

0 

0 

0 

0 

0 

0 

0 

0 

0 

ES-5 

13 

1 

14 

13 

1 

14 

13 

1 

14 

ES-4 

6 

2 

8 

6 

2 

8 

6 

2 

8 

ES-3 

0 

0 

0 

0 

0 

0 

0 

0 

0 

ES-2 

0 

1 

1 

0 

1 

1 

0 

1 

1 

ES-1 

0 

1 

1 

0 

1 

1 

0 

1 

1 

GS/GM-15 

44 

10 

54 

44 

10 

54 

42 

10 

52 

GS/GM-14 

96 

44 

140 

95 

44 

139 

91 

44 

135 

GS/GM-13 

204 

266 

470 

204 

266 

470 

195 

266 

461 

GS-12 

93 

930 

1,023 

92 

932 

1,024 

89 

936 

1,025 

GS-11 

49 

446 

495 

49 

449 

498 

47 

454 

50] 

GS-10 

1 

158 

159 

1 

158 

159 

1 

158 

159 

GS-9 

47 

2,318 

2,365 

47 

2,388 

2,435 

46 

2,396 

2,442 

GS-8 

4 

1,217 

1,221 

4 

1,231 

1,235 

4 

1,231 

1,235 

GS-7 

73 

3,048 

3,121 

73 

3,078 

3,151 

72 

3,085 

3,157 

GS-6 

45 

59 

104 

45 

59 

104 

45 

59 

104 

GS-5 

55 

473 

528 

55 

473 

528 

54 

473 

527 

GS-4 

19 

87 

106 

19 

'   87 

106 

19 

87 

106 

GS-3 

1 

11 

12 

1 

11 

12 

1 

11 

12 

GS-2 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Ungraded 

Positions 

3 

14 

17 

3 

14 

17 

3 

14 

17 

Total,  Permanent 

Positions  

753 

9,086 

9,839 

751 

9,205 

9,956 

728 

9,229 

9,957 

Unfilled 

Positions, 

end-of-year  . . 

-36 

-453 

-489 

-34 

-482 

-516 

-46 

-306 

-352 

Total  Permanent 

Employment, 

end-of-year  .. 

717 

8,633 

9,350 

717 

8,723 

9,440 

682 

8,923 

9,605 

Staff  Years: 

Ceiling  

735 

9,052 

9,787 

735 

9,142 

9,877 

700 

9,342 

10,042 
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FOOD  SAFETY  AND  INSPECTION  SERVICE 

CLASSIFICATION  BY  OBJECTS 

1993  and  Estimated  1994  and  1995 

1993  1994  1995 

Personnel  Compensation: 

Headquarters  $30,947,708  531,704,453  S32.548.760 

Field  292.434.818  299.585.547  307.568.240 

11  Total  personnel  compensation  .  323,382,526  331,290,000  340,117,000 

12  Personnel  benefits  80,972,665  86,109,000  88,334,000 

13  Benefits  for  former  personnel  1.090.762  1.089.000  1,089.000 
Total  personnel  compensation  . 

and  benefits  405,445,953  418,488,000  429,540,000 

Other  Objects: 

21  Travel  19,301,539  19,675,000  20,541,000 

22  Transportation  of  things  1,722,721  1,765,000  1,915,000 

23  Communications,  utilities 

and  miscellaneous  charges  7,603,282  7,559,000  7,631,000 

24  Printing  and  reproduction  1,103,843  1,102,000  1,189,000 

25  Other  services  13,678,129  20,822,000  22,837,000 

26  Supplies  and  materials  3,639,947  4,072,000  5,611,000 

31  Equipment  2,489,365  3,551,000  4,065,000 

41  Grants,  subsidies  and 

contributions  38,245,764  39,562,000  40,749,000 

42  Insurance  claims  and 

indemnities  141,244  141,000  144,000 

43  Interest  and  dividends  526  l.QQQ  i.qqq 

Total  other  objects  87.926.360  98.250.000  104.683.000 

Total  direct  obligations  493.372.313  516.738,000  534.223.000 

Position  Data: 

Average  Salary,  ES  positions  $108,913  $113,487  $118,253 

Average  Salary,  GM/GS  positions  .  $33,442  $35,356  $36,840 

Average  Grade,  GM/GS  positions  ..  8.66  8.66  8.66 
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FOOD  SAFETY  AND  INSPECTION  SERVICE 

The  estimates  include  appropriation  language  for  this  item  as  follows  (new  language 
underscored;  deleted  matter  enclosed  in  brackets): 

Salaries  and  Expenses: 

For  necessary  expenses  to  carry  on  services  authorized  by  the  Federal  Meat 
Inspection  Act,  as  amended,  and  the  Poultry  Products  Inspection  Act,  as 
amended,  [$516,738,000]  $534.223.000.  and  in  addition,  [$1,000,000]  [may  be 
credited  to  this  account]  such  sums  as  may  be  collected  from  fees 
[collected]  for  the  cost  of  laboratory  accreditation  as  authorized  by 
section  1017  of  Public  Law  102-237:  Provided,  That  this  appropriation  shall 
be  available  for  field  employment  pursuant  to  section  706(a)  of  the  Organic 
Act  of  1944  (7  U.S.C.  2225),  and  not  to  exceed  $75,000  shall  be  available 
for  employment  under  5  U.S.C.  3109:  Provided  further,  That  this 
appropriation  shall  be  available  pursuant  to  law  (7  U.S.C.  2250)  for  the 
alteration  and  repair  of  buildings  and  improvements,  but  the  cost  of 
altering  any  one  building  during  the  fiscal  year  shall  not  exceed  10  per 
centum  of  the  current  replacement  value  of  the  building. 

This  change  authorizes  the  Agency  to  obligate  funds,  as  may  be  collected, 
from  laboratory  accreditation  fees  for  the  purpose  of  covering  the  cost  of 
providing  such  service.  The  level  of  receipts  will  vary  based  upon 
participation  of  accredited  laboratories  and  therefore  cannot  be  set  at  a 
definite  amount. 
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SALARIES  AND  EXPENSES.  CURRENT  LAW 


Appropriations  Act,  1994  S516,738,000 

Budget  Estimate,  1995  534.223,000 

Increase  In  Appropriation  +17.485,000 


SALARIES  AND  EXPENSES.  PROPOSED  LEGISLATION 

Budget  Estimate,  Current  Law,  1995  S534.223.000 

Change  due  to  proposed  legislation  -103.000.000 

Net  Request,  President's  1995  Budget  Request  431.223.000 


SUMMARY  OF  INCREASES  AND  DECREASES  --  CURRENT  LAW 
(On  basis  of  appropriation) 

1994        Pay       Other  1995 

Item  of  Change        Estimated      Costs      Changes  Estimated 

Slaughter  Inspection. .. $308,825,000  +$2,809,000  +$7,024,000  $318,658,000 

Processing  Inspection..  128,378,000   +1,169,000   +1,861,000  131,408,000 

Import-Export  Inspection  12,419,000    +112,000     -11,000  12,520,000 

Laboratory  Services 27,554,000    +219,000   +3,115,000  30,888,000 

Grants-to-States 39.562.000   --   +1.187.000  40.749.000 

Total  Available 516.738.000   +4.309.000  +13.176.000  534.223.000 
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PROJECT  STATEMENT  --  CURRENT  LAW 
(On  basis  of  appropriation) 


1993  Actual 


199£  Estimated 


Amount 


Staff: 
Years 


Amount 


:Staff 
Years 


Increase 

or 
Decrease 


199:  Estimated 


Amount 


Staff 


Mea'.   an?  Poultry  Inspection 

(a)  Slaughter  Inspection  . 

(b)  Processing  Inspection 

(c)  Import -Export 

Inspection  


(d)  Laboratory  Services  ... 

(e)  Grants-to-States  

Unobligated  balance  lapsing  . 
Total  available  or  estimate  . 
Transfer  to  Other  Accounts  . . 
Total.  Appropriation  


$296. 257. 600:6. S63:J30B. 825. 000:6. 619:  -J9. 633. 000(1 i :S31E. 656. 000:  6.756 
122.846.054:2.423:  128.378.000:2.457:  -3.030.000(2)   13i.406.000  2.477 


12.130.141 

23.892.754 

38.245.764 

262.667 


493.655.000 
212.000 


210 
328 


9.524 


12.419.000 
27.554.000 
39.562.000 


516.736.000 


210 
328 


9.614 


-101.000(3) 
»3. 334. 000(4) 
►1.187.000(5) 


►17.485.000 


12.520.000 
30.888.000 
4C. 749. 000 


534.223.000 


9.524:  516.736.000:9.614   -17.485.000     534.223.000:  9.779 


207 
337 


9.779 
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EXPLANATION  OF  PROGRAM 

The  Food  Safety  and  Inspection  Service  administers  a  national  meat  and  poultry 
inspection  program  pursuant  to  the  Federal  Meat  Inspection  Act  and  the  Poultry 
Products  Inspection  Act.  These  acts  require  ante-mortem  and  post-mortem  inspection 
of  domestic  livestock  and  poultry  and  the  inspection  during  further  processing  of 
meat  and  poultry  products.  The  major  objective  of  the  meat  and  poultry  inspection 
program  is  to  ensure  that  the  Nation's  commercial  supply  of  meat  and  poultry 
products  is  safe,  wholesome,  and  correctly  labeled  and  packaged. 

The  Meat  and  Poultry  Inspection  program  is  responsible  for  uniformly  applying 
inspection  procedures  and  standards  for  sanitation,  humane  slaughter,  facilities  and 
equipment,  and  product  labeling  at  all  establishments  under  Federal  inspection.   It 
is  also  responsible  for  assessing  the  effectiveness  of  State  inspection  programs  to 
assure  that  standards  at  least  equal  to  those  under  the  Inspection  Acts  are  applied 
to  meat  and  poultry  establishments  under  State  jurisdiction.  Further,  the  program 
is  responsible  for  reviewing  foreign  inspection  systems  and  plants  that  export  meat 
and  poultry  products  to  the  United  States,  and  inspecting  imported  products  at  ports 
of  entry.  The  Laboratory  Services  program  supports  meat  and  poultry  inspection 
through  the  scientific  examination  of  meat  and  poultry  products  for  disease, 
contamination,  or  other  forms  of  adulteration. 

In  its  enforcement  of  food  safety  laws,  the  Agency  strives  to  modernize  its 
inspection  systems  and  improve  the  effectiveness  of  regulatory  processes.  FSIS 
continues  to  emphasize  reform  of  its  inspection  systems.  The  Agency  is 
incorporating  into  its  inspection  procedures  the  scientifically-based  process 
control  approach  called  the  Hazard  Analysis  and  Critical  Control  Point  (HACCP) 
system  for  enhanced  public  health  protection.  HACCP  is  a  specific  inspectional 
approach  to  control  biological  and  physical  adulteration  in  foods.  This  approach 
includes  the  assessment  of  risks  and  the  identification  of  points  throughout  the 
production  and  distribution  system  where  control  is  necessary  to  eliminate  potential 
risks.   The  Agency  has  also  made  strides  in  developing  a  comprehensive  Pathogen 
Reduction  Program  aimed  at  reducing  the  occurrence  of  microbiological  organisms 
found  in  meat  and  poultry.  FSIS  continues  to  work  toward  Administrative  reductions 
by  reviewing  operations  and  targeting  areas  in  which  costs  can  be  scaled  back.  FSIS 
supports  the  Administration's  reorganization  plan  to  streamline  the  Department. 
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INSPECTION  DATA 


Federally  inspected  establishments: 

Slaughter  plants 

Processing  plants 

Combination  slaughter  and 

processing  plants 

Talmadge-Aiken  Plants 

Import  establ i shments 

Federally  inspected  production 
(mill  ions  of  pounds) : 

Meat  slaughter 

Poul try  si aughter 

Import/Export  activity  (millions  of  pounds): 

Meat  and  poul try  imported 

Meat  and  poul try  exported 

Imports  refused  entry 

States  and  territories  with 
cooperative  agreements: 

Intrastate  inspection 

Talmadge-Aiken  inspection 

Number  of  slaughter  and/or  processing 

plants  (excludes  exempt  plants) 

Pounds  inspected,  slaughter  (millions) 

Compliance  activities: 
Hazardous  product  detained 

(millions  of  pounds) 

Compl iance  reviews 

Detention  actions 

Laboratory  Services  (samples  analyzed): 

Food  chemistry 

Food  microbiology 

Chemical  residues 

Antibiotic  residues 

Pathol ogy  sampl es 

Serol ogy  sampl es 


1993 
Actual 

1994 
Estimated 

1995 
Estimated 

351 
4,551 

345 

4,527 

339 
4,503 

1,038 
289 
170 

1,024 
289 
175 

1,010 
289 
180 

40,665 
37,070 

41,000 
37,856 

41,000 
39,378 

2,597 

2,000 

17.7 

2,600 

2,200 

17.9 

2,605 

2,500 

18.2 

27 
21 

27 
21 

27 
21 

2,874 

749 

2,890 
750 

2,890 
750 

13 

48,293 

796 

16 

52,000 

850 

18 

55,000 

900 

36,169 

29,264 

156,023 

217,135 

8,534 

6,159 

32,000 

83,800 

157,000 

218,000 

8,600 

6,200 

32,000 

383,800 

157,000 

218,000 

8,600 

6,200 

GAP  REPORTS 
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DATE        DATE 
NUMBER  ISSUED     COMPLETED 

T/RCED-94-71      11/04/93   No  Recommendation 


RCED-93-203       9/20/93   No  Recommendation 


PEMD-93-17        7/30/93   No  Recommendation 


RCED-93-142       7/26/93   No  Recommendation 


T/RCED-93-32       5/3/93   No  Recommendation 


GGD-93-9BR       4/26/93   No  Recommendation 


T/RCED-93-22      3/16/93   No  Recommendation 


RCED-92-250       8/26/92   1/7/93 


DESCRIPTION 

Food  Safety:  A  Unified,  Risk- 
Based  Inspection  System  Needed 
to  Enhance  Food  Safety. 

Federal  Research:  Aging 
Federal  Laboratories  Need 
Repairs  and  Upgrades. 

Pesticides:  A  Comparative 
Study  of  Industrialized 
Nations'  Regulatory  Systems. 

Food  Safety  and  Quality: 
Innovative  Strategies  May  be 
Needed  to  Regulate  New  Food 
Technologies. 

Revitalizing  USDA:  A 
Challenge  for  the  21st 
Century. 

TQM  Implementation  at 
Agriculture. 

Food  Safety:  Building  a 
Scientific  Risk-Based  Meat  and 
Poultry  Inspection  System. 

Food  Safety  and  Quality:  USDA 
Improves  Inspection  Program 
for  Canadian  Meat,  But  Some 
Concerns  Remain. 


RCED-93-19FS     11/27/92   No  Recommendation 


RCED-92-152 


RCED-87-142 


6/26/92    5/27/93 


9/30/87 


USDA  Revenues: 
Compendium. 


A  Descriptive 


Food  Safety  and  Quality: 
Uniform,  Risk-Based  Inspection 
System  Needed  to  ensure  safe 
food  supply. 

Imported  Meat  and  Livestock: 
Chemical  Residue  Detection  and 
the  Issue  of  Labeling. 
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NUMBER 

DATE 
ISSUED 

DATE 
COMPLETED 

OIG  REPORTS 

24600-1-Ch 

11/18/93 

--- 

24800-1-Kc 

8/12/93 

... 

24600-1-At 

9/30/91 

— 

24099-6-At 

6/28/91 

2/8/93 

24099-5-At 

6/26/90 

... 

24609-1-At 

11/17/88 



DESCRIPTION 


Meat  and  Poultry  Inspection 
Quality  Control  Programs. 

Evaluation  of  Cornhusker 
Packing  Company,  Omaha, 
Nebraska. 

Monitoring  of  Drug  Residue. 

Accreditation  of  Commercial 
Laboratories. 

Labeling  Pol icies  and 
Approvals. 

Monitoring  and  Controlling 
Pesticide  Residues  in 
Domestic  Meat  and  Poultry 
Products. 


24097-1-At 


2/5/87 


FSIS  Exporting  Procedures. 
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JUSTIFICATION  OF  INCREASES  AND  DECREASES 

(1)   An  increase  of  S9. 833. 000  for  Slaughter  Inspection  (S308, 825.000  available  in 
1994): 

(a)  An  increase  of  $2.809.000  for  pay  costs  which  reflects  a  1.6  percent 
pay  raise  for  fiscal  year  1995. 

(b)  An  increase  of  SI. 114. 000  which  reflects  a  3  percent  increase  in  non- 
salary  costs. 

(c)  An  increase  of  S6. 245. 000  to  provide  staffing  for  critical  in-olant 
inspector  vacancies- 
Need  for  Change.  The  Food  Safety  and  Inspection  Service  is  responsible 
for  the  inspection  of  the  nation's  supply  of  meat  and  poultry  to  assure 
that  it  is  slaughtered  in  a  manner  that  will  protect  the  consumer  from 
health  threats  posed  by  disease,  chemicals,  and  pathogens.  The 
accomplishment  of  this  mission  requires  that  the  Agency  provide 
complete  and  thorough  inspection  of  every  plant  to  ensure  proper 
sanitation  and  handling  and  the  inspection  of  every  animal  and  bird 
slaughtered  to  ensure  that  it  is  free  of  disease  or  other  undesirable 
conditions. 

Nature  of  Change.  The  requested  funds  will  enable  the  Agency  to  hire 
170  additional  slaughter  inspectors  to  staff  new  lines  and  plants 
requiring  inspection,  and  to  fill  a  portion  of  the  in-plant  inspector 
positions  necessary  to  bring  staffing  coverage  up  to  the  level 
necessary  to  perform  all  required  inspection  tasks  in  slaughter  plants. 

(d)  An  increase  of  SI. 774. 000  to  expand  efforts  to  reduce  the  level  of 
pathogens  in  meat  and  poultry  products. 

Need  for  Change.  The  fiscal  year  1994  investment  proposal  of  the 
President  provided  $8  million  to  commence  development  of  new  methods 
and  scientific  procedures  for  the  purpose  of  reducing  the  presence  of 
pathogens  in  meat  and  poultry.  Much  of  the  initial  research  will  be 
completed  in  1994.  In  1995,  the  Agency  is  requesting  an  additional 
S5,996,000  to  begin  testing  the  new  procedures  and  developing  the 
training  courses  to  prepare  the  inspection  staff  to  implement  them.  Of 
that  request,  $1,774,000  will  be  spent  in  slaughter  activities. 

Nature  of  Chanoe.  In  fiscal  year  1995,  the  Agency  will  expand  the 
microbiological  baseline  studies  to  include  additional  products,  design 
training  courses  in  HACCP  procedures  and  pathogen  control  methods, 
begin  testing  new  slaughter  methods,  conduct  quantitative  risk 
assessments,  expand  its  consumer  education  efforts,  and  conduct 
research  to  develop  new  rapid  tests.  The  request  will  provide  funding 
for  an  additional  eight  staff  years. 

(e)  A  decrease  of  SI. 165.000  for  the  reduction  in  Federal  employment  costs- 
Need  for  chanoe.  The  Secretary  has  developed  a  plan  to  streamline  the 
department  in  support  of  the  President's  Executive  Order  mandating  a 
reduction  of  Federal  employees. 

Nature  of  change.  To  achieve  the  reduction  target,  FSIS  will  eliminate 
39  staff  years  of  its  non-inspection  positions  by  the  end  of  FY  1995. 
In  addition,  FSIS  will  be  working  with  other  Marketing  and  Inspection 
Service  agencies  to  evaluate  whether  additional  offices  could  be 
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closed,  consolidated,  or  collocated. 

(f)   A  decrease  of  S944.000  for  administrative  efficiency. 

Need  for  change.  The  Secretary's  plan  to  streamline  the  administrative 
functions  in  the  Marketing  and  Inspection  Service  agencies  includes 
consolidating  these  functions  into  four  Centers  of  Excellence  beginning 
in  1994. 

Nature  of  change.  In  order  to  achieve  these  administrative  savings, 
FSIS  will  be  responsible  for  increasing  the  efficiency  of  providing  the 
personnel  functions.  APHIS  will  be  responsible  for  increasing  the 
efficiency  of  providing  the  administrative  functions.  AMS  will  be 
responsible  for  increasing  the  efficiency  of  providing  the  information 
resources  and  financial  management  functions.  These  efficiencies  will 
reduce  the  cost  of  recruitment,  travel,  supplies,  printing  and 
reproduction,  utilities,  automation,  program  cost  accounting,  training, 
rent,  and  cooperative  agreements. 

(2)   An  increase  of  $3.030.000  for  Processing  Inspection  (S128.378.000  available 
in  1994): 

(a)  An  increase  of  $1.169.000  for  pay  costs  which  reflects  a  1.6  percent 
pay  raise  for  fiscal  year  1995. 

(b)  An  increase  of  $466.000  which  reflects  a  3  percent  increase  in  non- 
salary  costs. 

(c)  An  increase  of  $1.436.000  to  provide  staffing  for  critical  vacancies. 

Need  for  Change.  The  Food  Safety  and  Inspection  Service  is  responsible 
for  the  inspection  of  the  nation's  supply  of  meat  and  poultry  to  assure 
that  it  is  processed  in  a  manner  that  will  protect  the  consumer  from 
health  threats  posed  by  disease,  chemicals,  and  pathogens.  The 
accomplishment  of  this  mission  requires  that  the  Agency  provide 
complete  and  thorough  inspection  of  every  plant  to  ensure  proper 
sanitation  and  handling. 

Nature  of  Change.  The  requested  funds  will  enable  the  Agency  to  hire 
30  processing  inspectors  to  more  fully  staff  in-plant  inspector 
positions  necessary  to  bring  inspection  coverage  up  to  the  level 
necessary  to  perform  all  required  inspection  tasks  in  processing 
plants. 

(d)  An  increase  of  $775.000  to  expand  efforts  to  reduce  the  level  of 
pathogens  in  meat  and  poultry  products- 
Need  for  Change.  The  fiscal  year  1994  investment  proposal  of  the 
President  provided  $8  million  to  commence  development  of  new  methods 
and  scientific  procedures  for  the  purpose  of  reducing  the  presence  of 
pathogens  in  meat  and  poultry.  Much  of  the  initial  research  will  be 
completed  in  1994.  In  1995,  the  Agency  is  requesting  an  additional 
$5,996,00  to  begin  testing  the  new  procedures  and  developing  the 
training  courses  to  prepare  the  inspection  staff  to  implement  them.  Of 
that  request  $775,000  will  be  spent  on  processing  activities. 

Nature  of  Change.  In  fiscal  year  1995,  the  Agency  will  expand  the 
microbiological  baseline  studies  to  include  additional  products,  design 
training  courses  in  HACCP  procedures  and  pathogen  control  methods, 
begin  testing  new  processing  methods,  conduct  quantitative  risk 
assessments,  expand  its  consumer  education  efforts,  and  conduct 
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research  to  develop  new  rapid  tests.  The  request  will  provide  funding 
for  an  additional  four  staff  years. 

(e)  A  decrease  of  $426.000  for  the  reduction  in  Federal  employment  costs. 

Need  for  change.  The  Secretary  has  developed  a  plan  to  streamline  the 
department  in  support  of  the  President's  Executive  Order  mandating  a 
reduction  of  Federal  employees. 

Nature  of  change.  To  achieve  the  reduction  target,  FSIS  will  eliminate 
14  staff  years  of  its  non-inspection  positions  by  the  end  of  FY  1995. 
In  addition,  FSIS  will  be  working  with  other  Marketing  and  Inspection 
Service  agencies  to  evaluate  whether  additional  offices  could  be 
closed,  consolidated,  or  collocated. 

(f)  A  decrease  of  S390.000  for  administrative  efficiency. 

Need  for  change.  The  Secretary's  plan  to  streamline  the  administrative 
functions  in  the  Marketing  and  Inspection  Service  agencies  includes 
consolidating  these  functions  into  four  Centers  of  Excellence  beginning 
in  1994. 

Nature  of  change.  In  order  to  achieve  these  administrative  savings, 
FSIS  will  be  responsible  for  increasing  the  efficiency  of  providing  the 
personnel  functions.  APHIS  will  be  responsible  for  increasing  the 
efficiency  of  providing  the  administrative  functions.  AMS  will  be 
responsible  for  increasing  the  efficiency  of  providing  the  information 
resources  and  financial  management  functions.  These  efficiencies  will 
reduce  the  cost  of  recruitment,  travel,  supplies,  printing  and 
reproduction,  utilities,  automation,  program  cost  accounting,  training, 
rent,  and  cooperative  agreements. 

(3)   An  increase  of  S101.000  for  Import/Export  Inspection  ($12.419.000  available 
in  19941: 

(a)  An  increase  of  SI  12.000  for  pay  costs  which  reflects  a  1.6  percent  pay 
raise  for  fiscal  year  1995. 

(b)  An  increase  of  S45.000  which  reflects  a  3  percent  increase  in  non- 
salary  costs. 

(c)  An  increase  of  S63.000  to  expand  efforts  to  reduce  the  level  of 
pathogens  in  meat  and  poultry  products- 
Need  for  Change.  The  fiscal  year  1994  investment  proposal  of  the 
President  provided  $8  million  to  commence  development  of  new  methods 
and  scientific  procedures  for  the  purpose  of  reducing  the  presence  of 
pathogens  in  meat  and  poultry.  Much  of  the  initial  research  will  be 
completed  in  1994.  In  1995,  the  Agency  is  requesting  an  additional 
$5,996,000  to  begin  testing  the  new  procedures  and  developing  the 
training  courses  to  prepare  the  inspection  staff  to  implement  them.  Of 
that  request,  $63,000  will  be  spent  on  Import/Export  Inspection 
activities. 

Nature  of  Change.  In  fiscal  year  1995,  the  Agency  will  expand  the 
microbiological  baseline  studies  to  include  additional  products,  design 
training  courses  in  HACCP  procedures  and  pathogen  control  methods, 
begin  testing  new  inspection  methods,  conduct  quantitative  risk 
assessments,  expand  its  consumer  education  efforts,  and  conduct 
research  to  develop  new  rapid  tests. 
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(d)  A  decrease  of  $84.000  for  the  reduction  in  Federal  employment  costs. 

Need  for  change.  The  Secretary  has  developed  a  plan  to  streamline  the 
department  in  support  of  the  President's  Executive  Order  mandating  a 
reduction  of  Federal  employees. 

Nature  of  change.  To  achieve  the  reduction  target,  FSIS  will  eliminate 
three  staff  years  of  its  non-inspection  positions  by  the  end  of  FY 
1995.  In  addition,  FSIS  will  be  working  with  other  Marketing  and 
Inspection  Service  agencies  to  evaluate  whether  additional  offices 
could  be  closed,  consolidated,  or  collocated. 

(e)  A  decrease  of  $35.000  for  administrative  efficiency. 

Need  for  change.  The  Secretary's  plan  to  streamline  the  administrative 
functions  in  the  Marketing  and  Inspection  Service  agencies  includes 
consolidating  these  functions  into  four  Centers  of  Excellence  beginning 
in  1994. 

Nature  of  change.  In  order  to  achieve  these  administrative  savings, 
FSIS  will  be  responsible  for  increasing  the  efficiency  of  providing  the 
personnel  functions.  APHIS  will  be  responsible  for  increasing  the 
efficiency  of  providing  the  administrative  functions.  AMS  will  be 
responsible  for  increasing  the  efficiency  of  providing  the  information 
resources  and  financial  management  functions.  These  efficiencies  will 
reduce  the  cost  of  recruitment,  travel,  supplies,  printing  and 
reproduction,  utilities,  automation,  program  cost  accounting,  training, 
rent,  and  cooperative  agreements. 

(4)   An  increase  of  S3. 334. 000  for  laboratory  testing  of  meat  and  poultry  products 
(S27.554.000  available  in  1994): 

(a)  An  increase  of  $219.000  for  oav  costs  which  reflects  a  1.6  percent  pay 

raise  for  fiscal  year  1995. 

(b)  An  increase  of  $211.000  which  reflects  a  3  percent  increase  in  non- 
salary  costs. 

(c)  An  increase  of  $3.144.000  to  expand  efforts  to  reduce  the  level  of 
pathogens  in  meat  and  poultry  products- 
Need  for  Change.  The  fiscal  year  1994  investment  proposal  of  the 
President  provided  $8  million  to  commence  development  of  new  methods 
and  scientific  procedures  for  the  purpose  of  reducing  the  presence  of 
pathogens  in  meat  and  poultry.  Much  of  the  initial  research  will  be 
completed  in  1994.  In  1995,  the  Agency  is  requesting  an  additional 
$5,996,000  to  begin  testing  the  new  procedures  and  developing  the 
training  courses  to  prepare  the  inspection  staff  to  implement  them.  Of 
that  request,  $3,144,000  will  be  spent  on  laboratory  activities. 

Nature  of  Change.  In  fiscal  year  1995,  the  Agency  will  expand  the 
microbiological  baseline  studies  to  include  additional  products,  design 
training  courses  in  HACCP  procedures  and  pathogen  control  methods, 
begin  testing  new  inspection  methods,  conduct  quantitative  risk 
assessments,  expand  its  consumer  education  efforts,  and  conduct 
research  to  develop  new  rapid  tests.  The  request  will  provide  funding 
for  an  additional  14  staff  years. 

(d)  A  decrease  of  $145.000  for  the  reduction  in  Federal  employment  costs- 
Need  for  change.  The  Secretary  has  developed  a  plan  to  streamline  the 
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department  in  support  of  the  President's  Executive  Order  mandating  a 
reduction  of  Federal  employees. 

Nature  of  change.  To  achieve  the  reduction  target,  FSIS  will  eliminate 
five  staff  years  of  its  non-inspection  positions  by  the  end  of  FY  1995. 
In  addition,  FSIS  will  be  working  with  other  Marketing  and  Inspection 
Service  agencies  to  evaluate  whether  additional  offices  could  be 
closed,  consolidated,  or  collocated. 

(e)   A  decrease  of  $95.000  for  administrative  efficiency. 

Need  for  change.  The  Secretary's  plan  to  streamline  the  administrative 
functions  in  the  Marketing  and  Inspection  Service  agencies  includes 
consolidating  these  functions  into  four  Centers  of  Excellence  beginning 
in  1994. 

Nature  of  change.  In  order  to  achieve  these  administrative  savings, 
FSIS  will  be  responsit  e  for  increasing  the  efficiency  of  providing  the 
personnel  functions.  APHIS  will  be  responsible  for  increasing  the 
efficiency  of  providing  the  administrative  functions.  AMS  will  be 
responsible  for  increasing  the  efficiency  of  providing  the  information 
resources  and  financial  management  functions.  These  efficiencies  will 
reduce  the  cost  of  recruitment,  travel,  supplies,  printing  and 
reproduction,  utilities,  automation,  program  cost  accounting,  training, 
rent,  and  cooperative  agreements. 

(5)   An  increase  of  SI. 187. 000  for  Grants-to-States  (S39. 562.000  available  in 
1994): 

(a)   An  increase  of  SI. 187. 000  which  reflects  a  3  percent  increase  in  non- 
salary  costs. 
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Food  Safety  and  Inspection  Service 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS  AND  STAFF-YEARS 
W31   and  Estimated  1994  and  1995 


FY  1993 


FY  1994 


FY  1995 


Alabama  

Alaska  

Arizona  

Arkansas  

Cal ifornia  

Colorado  

Connecticut  

Delaware  

District  of  Columbia 

Florida  

Georgia  

Hawai i  

Idaho  

ll 1 inois  

Indiana  

Iowa  

Kansas  

Kentucky  

Louisiana  

Maine  

Maryland  

Massachusetts  

Michigan  

Minnesota  

Mississippi  

Missouri  

Montana  

Nebraska  

Nevada  

New  Hampshire  

New  Jersey  

New  Mexico  

New  York  

North  Carol ina  

North  Dakota  

Ohio  

Oklahoma  

Oregon  

Pennsylvania  

Rhode  Island  

South  Carolina  

South  Dakota  

Tennessee  

Texas  

Utah  

Vermont 

gin 

hin 
West  Virginia 

Wisconsin  

Wyoming  

Guam  

Puerto  Rico  

Samoa  

Virgin  Islands  .. 
Foreign  Countries 


Subtotal,  Available 

or  Estimate  493,372,313 

Unobligated  balance     282.687 


Virginia 
Washington 


Staff- 

Staff- 

< 

;taff- 

Amount 

Years 

Amount 

Years 

Amount    Years 

$17,714,493 

426 

518,553,000 

430 

519,181,000 

T3B 

356 

000 

0 

373,000 

0 

385,000 

0 

1,477 

186 

23 

1,547,000 

23 

1,599,000 

24 

24,386 

619 

610 

25,542,000 

616 

26,406,000 

627 

29,860 

643 

608 

31,275,000 

614 

32,333,000 

625 

6,979 

347 

164 

7,310,000 

166 

7,557,000 

169 

1,477 

599 

30 

1,548,000 

30 

1,600,000 

31 

4,286 

748 

103 

4,490,000 

104 

4,642,000 

106 

67,971 

639 

691 

71,191,000 

697 

73,599,000 

698 

7,762 

717 

131 

8,130,000 

132 

8,405,000 

135 

30,353 

886 

606 

31,791,000 

612 

32,867,000 

623 

1,305 

701 

2 

1,368,000 

2 

1,414,000 

2 

2,351 

721 

53 

2,463,000 

54 

2,546,000 

54 

13,415 

328 

223 

14,051,000 

225 

14,526,000 

229 

6,692 

416 

116 

7,009,000 

117 

7,247,000 

119 

18,185 

961 

408 

19,047,000 

412 

19,692,000 

419 

11,551 

340 

251 

12,098,000 

254 

12,508,000 

258 

5,915 

985 

134 

6,196,000 

135 

6,406,000 

138 

5,454 

376 

96 

5,713,000 

97 

5,906,000 

99 

1,005 

864 

21 

1,053,000 

21 

1,089,000 

22 

9,310 

748 

200 

9,752,000 

202 

10,082,000 

206 

2,703 

758 

60 

2,832,000 

61 

2,928,000 

62 

7,875 

584 

177 

8,249,000 

179 

8,528,000 

182 

13,112 

?27 

306 

13,733,000 

309 

14,198,000 

315 

10,773 

675 

246 

11,284,000 

248 

11,666,000 

253 

18,357 

993 

352 

19,227,000 

356 

19,878,000 

362 

2,134 

580 

36 

2,236,000 

36 

2,311,000 

37 

13,099 

743 

320 

13,720,000 

323 

14,184,000 

329 

439 

899 

9 

461,000 

9 

476,000 

9 

480 

503 

10 

503,000 

10 

520,000 

10 

5,630 

627 

121 

5,897,000 

122 

6,097,000 

124 

1,472 

154 

24 

1,542,000 

24 

1,594,000 

25 

11,673 

254 

244 

12,226,000 

246 

12,640,000 

251 

17,562 

843 

375 

18,395,000 

379 

19,017,000 

385 

1,224 

161 

26 

1,282,000 

26 

1,326,000 

27 

10,798 

875 

141 

11,310,000 

142 

11,693,000 

145 

4,630 

250 

73 

4,850,000 

74 

5,014,000 

75 

3,581 

536 

77 

3,751,000 

78 

3,878,000 

79 

19,823 

697 

448 

20,762,000 

452 

21,465,000 

461 

541 

492 

12 

567,000 

12 

586,000 

12 

5,937 

463 

120 

6,219,000 

121 

6,429,000 

123 

3,115 

369 

64 

3,263,000 

65 

3,373,000 

66 

6,345 

762 

143 

6,646,000 

144 

6,871,000 

147 

30,858 

140 

590 

32,320,000 

596 

33,413,000 

606 

2,542 

763 

45 

2,663,000 

45 

2,753,000 

46 

620 

500 

9 

650,000 

9 

672,000 

9 

10,683 

981 

237 

11,190,000 

239 

11,569,000 

244 

5,313 

902 

119 

5,566,000 

120 

5,754,000 

122 

2,076 

174 

39 

2,174,000 

39 

2,248,000 

40 

8,732 

514 

139 

9,146,000 

140 

9,456,000 

143 

227 

000 

0 

238,000 

0 

246,000 

0 

7 

922 

0 

8,000 

0 

9,000 

0 

2,887 

183 

64 

3,024,000 

65 

3,126,000 

66 

54 

,871 

1 

57,000 

1 

59,000 

1 

55 

601 

1 

58,000 

1 

60,000 

1 

180 

000 

0 

189,000 

0 

196.000 

0 

9,524  .516,738,000  9,614  534,223,000  9,779 


Total,  Available 

or  Estimate  493.655.000  9.524 


516,738.000  9.614  534.223,000  9.779 
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Food  Safety  and  Inspection  Service 
Summary  of  Proposed  Legislation 

SUMMARY  OF  INCREASES  AND  DECREASES  --  PROPOSED  LEGISLATION 


1995 

Item  of  Chanqe 

Current 
Law 

Program 
Chanqes 

President's 
Reauest 

SI aughter  Inspection  

Processing  Inspection  .... 
Import-Export  Inspection  . 

Grants-to-States  

$318,658,000 

131,408,000 

12,520,000 

30,888,000 

40.749.000 

534.223,000 

-$67,072,000 

-27,769,000 

-2,762,000 

-5,397,000 

$251,586,000 

103,639,000 

9,758,000 

25,491,000 

40,749.000 

Total  Available  

-103,000,000 

431,223.000 

Explanation  of  Proposed  Legislation 

Legislation  will  be  submitted  providing  authority  to  the  USDA  to  collect  fees  for 
the  cost  of  all  inspection  services  performed  at  times  other  than  during  an  approved 
primary  shift,  as  established  by  regulation.  These  sums  shall  be  credited  to  the 
Food  Safet1  and  Inspection  Service  account,  to  be  available  for  carrying  out  the 
purposes  o;    the  inspection  programs  without  further  appropriations. 

The  meat  and  poultry  inspection  services  for  all  regularly  scheduled  and  approved 
shifts  are  paid  with  federal  funds.  Establishments  that  operate  beyond  approved 
regularly  scheduled  shifts  pay  overtime  costs  for  inspection.  This  proposal  would 
put  large  and  small  establishments  on  more  equal  footing  by  requiring  that  all 
establishments  that  operate  outside  of  a  single  approved  primary  shift  pay  for  the 
costs  of  the  additional  inspection.  These  fees  will  have  a  minimal  impact  on 
prices. 
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STATUS  OF  PROGRAM 

MEAT  AND  POULTRY  INSPECTION 

Current  Activities:  Program  responsibilities  include: 

1.  Ensuring  that  meat  and  poultry  products  are  safe,  wholesome,  and  properly 
labeled;  and  preventing  the  movement  or  sale  in  commerce  of  any  meat  and 
poultry  products  which  are  adulterated,  unwholesome,  or  mislabeled. 

2.  Inspecting,  before  and  after  slaughter,  those  birds  and  animals  intended  for 
use  as  food  for  humans  and  maintaining  surveillance  of  the  further  processing 
of  meat  and  poultry  products  to  assure  food  safety. 

3.  Providing  pathological,  microbiological,  chemical,  and  other  scientific 
examination  of  meat  and  poultry  products  for  disease,  infection,  contamination, 
or  other  types  of  adulteration. 

4.  Conducting  emergency  operations  in  connection  with  the  voluntary  recall  of  meat 
and  poultry  products  containing  chemical,  microbial,  or  other  adulterants. 

5.  Reviewing  and  assessing  the  effectiveness  of  State  inspection  programs  to 
ensure  that  standards  at  least  equal  to  those  under  the  Federal  Acts  are 
applied  to  meat  and  poultry  plants  under  State  jurisdiction. 

6.  Reviewing  and  assessing  foreign  inspection  systems  and  facilities  that  export 
meat  and  poultry  to  the  United  States  to  ensure  that  standards  are  maintained 
equal  to  those  in  the  United  States.  Reinspecting  imported  meat  and  poultry 
products  at  port  of  entry  to  ensure  that  product  meets  Federal  standards. 

7.  Facilitating  the  export  of  United  States  meat  and  poultry  products  by  obtaining 
the  inspection  requirements  of  foreign  governments  and  negotiating  the 
equivalence  of  United  States  inspection  procedures. 

8.  Monitoring  allied  industries  to  prevent  uninspected,  unwholesome,  or  mislabeled 
meat  and  poultry  from  illegally  entering  channels  of  commerce. 

9.  Conducting  epidemiological  investigations  based  on  reports  of  foodborne  health 
hazards  and  disease  outbreaks. 

10.  Providing  public  information  to  ensure  the  safe  handling  of  meat  and  poultry 
products  by  consumers. 
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Selected  Examples  of  Recent  Progress: 

1 .  Inspection  Activities: 

FSIS  has  over  7,500  full-time  inspectors  operating  in  approximately  6,200 
Federally  inspected  plants  throughout  the  United  States.  It  is  their 
responsibility  to  monitor  the  slaughter  and  processing  of  all  meat  and  poultry 
products  produced  for  interstate  commerce  in  the  United  States.  The  inspectors 
help  ensure  that  the  nation's  supply  of  meat  and  poultry  is  safe,  wholesome, 
and  correctly  labeled  and  packaged. 

2.  Emergency  Activities: 

a.  Product  Recalls.  FSIS  conducts  a  program  to  handle  emergency  actions 
concerning  residue,  microbiological,  and  other  contamination  problems. 
This  program  oversaw  actions  on  34  recalls  during  fiscal  year  1993.  The 
recalls  involved  five  different  pork  products,  12  beef  products,  five 
poultry  products,  and  12  multi-species  products  that  led  to  the 
reprocessing  or  destruction  of  787,510  pounds  of  violative  product.  The 
primary  causes  of  product  recalls  were  microbiological  and  chemical 
hazards,  processing  or  container  defects,  and  extraneous  materials.  In 
these  cases,  press  releases  were  issued  to  inform  the  public  of  the  recall 
situation  and  advise  them  of  FSIS's  actions. 

b.  Kansas  City  Fire.  A  fire  at  an  underground  storage  facility  in  Kansas 
City,  Kansas,  which  started  on  December  28,  1991,  contaminated 
approximately  50  million  pounds  of  commercially  prepared  meat  and  poultry 
products  and  45  million  pounds  of  USDA  owned  meat  and  poultry  products  due 
to  the  toxic  smoke  residues.  These  items  were  immediately  placed  under 
embargo  by  The  Kansas  Department  of  Health  and  Environment  (KDHE).  The 
Food  and  Drug  Administration  advised  the  Kansas  State  authorities  that  the 
product  could  be  released  and  used  as  human  food  after  chemical  tests 
showed  the  product  to  be  free  of  residues.  FSIS  coordinated  the  action 
organoleptically  examining  the  meat  and  poultry  products  for  evidence  of 
smoke  contamination  or  other  contaminants.  FSIS  worked  with  the 
Agricultural  Stabilization  and  Conservation  Service,  the  Agricultural 
Marketing  Service  and  the  Food  and  Nutrition  Service,  to  assure  that  the 
USDA  owned  meat  and  poultry  products  were  reinspected  and  properly 
distributed  or  disposed  of. 

As  of  the  beginning  of  fiscal  year  1994,  approximately  3  million  pounds  of 
commercially  prepared  meat  and  poultry  remain  in  the  storage  facility 
awaiting  final  disposition.  The  balance  of  47  million  pounds  of 
commercial  and  USDA  owned  meat  and  poultry  products  was  either  voluntarily 
destroyed  or  was  condemned  and  destroyed  after  it  failed  the  FSIS 
reinspection.  Action  is  continuing  to  reinspect  the  remaining  product. 
The  project  is  expected  to  be  completed  in  fiscal  year  1994. 

3.  Federal-State  Relations: 

a.  Review  of  State  Programs.  During  fiscal  year  1993,  reviews  of  six  States 
(South  Carolina,  Virginia,  Wyoming,  Georgia,  Vermont,  and  Alabama)  were 
completed,  including  a  special  review  of  the  inspection  program  in  the 
State  of  Hawaii.  The  State  programs  reviewed  were  all  found  to  be 
acceptable.  In  addition  to  the  reviews  conducted  by  FSIS  staff,  the  USDA 
Office  of  Inspector  General  conducted  on-site  audits  of  four  State 
programs  (Kansas,  Texas,  Ohio  and  Florida).  The  findings  of  these  audits 
are  currently  under  administrative  review  and  will  be  released  in  the  Fall 
of  1994. 

b.  Establishment  of  a  Coordination  Committee.  A  committee  to  promote 
cooperation  between  FSIS  and  the  State  inspection  programs  was  formed  in 
fiscal  year  1993.  The  committee  is  to  meet  biennially  and  is  comprised  of 
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two  FSIS  Deputy  Regional  Directors,  the  FSIS  Director  of  Federal -State 
Relations  and  two  representatives  of  the  National  Association  of  State 
Meat  and  Food  Inspection  Directors. 

Inspection  Improvement  and  Modernization: 

a.  Pathogen  Reduction  Program.  The  tragic  outbreak  of  foodborne  illness  from 
£j.  coli  in  January  1993  heightened  the  urgency  for  improved  controls  and 
new  ways  to  enhance  food  safety.  While  microbial  control  has  been  an 
implicit  goal  of  the  FSIS  inspection  program,  FSIS  designed  a  new,  all  - 
encompassing  Pathogen  Reduction  Program  to  strengthen  public  health 
protection  against  microbial  pathogens.  The  program  is  organized  around 
eight  principles  aimed  at  reducing  the  likelihood  that  harmful  microbes 
will  enter  the  food  supply  at  key  points  during  production,  distribution, 
and  preparation.  The  plan  involves  coordination  between  FSIS,  other  USDA 
and  government  agencies,  as  well  as  consumer,  industry,  and  professional 
groups.  In  September  1993,  FSIS  sponsored,  along  with  the  Food  and  Drug 
Administration  and  the  Extension  Service,  a  video  teleconference  for 
public  health  officials. 

b.  Microbiological  Baseline  Data  Collection.  In  1992,  USDA  designed  its 
first  nationwide  Microbiological  Baseline  Data  Collection  Program.  The 
purpose  of  these  programs  is  to  identify  and  enumerate  the  presence  of 
pathogenic  bacteria  and  indicator  organisms  on  cuts  of  meat  produced  under 
Federal  inspection.  These  studies  are  now  being  incorporated  into  the 
Pathogen  Reduction  Program.  In  fiscal  year  1993,  FSIS  expanded  its 
nationwide  Beef  Microbiological  Baseline  Data  Collection  Program  from  the 
original  population  of  steers  and  heifers  to  include  cows  and  bulls. 
These  studies  began  in  1993  and  include  a  study  of  bacterial  shedding 
(periodic  excretion  of  bacteria  pathogens  in  animal  feces  often  caused  by 
stress)  in  normal  versus  disabled  cows,  a  ground  beef  survey,  and 
evaluation  of  microbiological  pre-operational  sanitation  methods. 

c.  Listeria  monocytogenes.  FSIS  has  conducted  monitoring  programs  for  the 
presence  of  Listeria  monocytogenes  in  cooked,  ready-to-eat  meat  and 
poultry  products  since  1987.  Since  proper  cooking  should  destroy  the 
presence  of  these  pathogenic  bacteria,  the  finding  of  these  organisms  in 
fully  cooked,  ready-to-eat  products  leads  to  regulatory  action  by  FSIS,  in 
the  form  of  a  product  recall,  with  subsequent  intensified  sampling  of 
product  produced  at  the  implicated  plant.  In  fiscal  year  1993,  this  . 
monitoring  program  was  recognized  by  the  Centers  for  Disease  Control  in 
helping  to  decrease  the  annual  cases  of  listeriosis  in  the  U.S.  from 
approximately  2,000  to  1,000  cases. 

d.  Enterohemorrhagic  Escherichia:  E.  coli  0157:H7.  In  January  1993, 
approximately  500  illnesses  from  Escherichia  coli  0157:H7  were  reported  in 
Washington,  Idaho,  California,  and  Nevada.  Most  of  the  cases  were  linked 
to  undercooked  hamburgers  at  a  fast  food  restaurant  chain  in  Washington. 
The  tragedy  intensified  regulatory  responses  in  FSIS,  and  the  Secretary  of 
Agriculture  and  the  President  called  upon  FSIS  to  intensify  enforcement 
efforts  and  accelerate  plans  for  inspection  reform. 

In  mid  January  1993,  USDA  worked  closely  with  Centers  for  Disease  Control, 
Food  and  Drug  Administration,  and  State  officials  to  ensure  that 
potentially  contaminated  meat  was  under  Federal  oversight.  FSIS  detained 
109,400  pounds  of  suspect  product,  which  had  been  distributed  to 
restaurants  in  four  States.  Meat  and  equipment  from  20  suppliers  were 
tested  for  E_^  coli .  Two  samples  were  positive,  but  were  not  of  the 
epidemic  strain.  Investigations  were  unable  to  trace  the  contamination  to 
any  one  specific  supplier,  farm,  herd,  or  animal. 

e.  Performance  Based  Inspection  System.  The  Performance  Based  Inspection 
System  (PBIS)  is  a  computer  based  system  for  organizing  inspection 
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requirements,  scheduling  inspection  activities,  and  recording  inspection 
findings.  PBIS  provides  FSIS  with  an  easily  accessible  data  bank  on  plant 
performance  by  scheduling  and  tracking  inspection  findings  in  processing 
plants.  Its  records  document  plant  performance,  forming  a  sound  basis  for 
uniform  enforcement  decisions.  In  fiscal  year  1993,  pilot  programs  were 
initiated  in  selected  plants  to  collect  information  on  inspector  workload 
and  performance.  This  data  will  be  used  to  determine  the  feasibility  of 
using  PBIS  in  setting  inspector  staffing  and  grade  levels  in  Federally 
inspected  plants.  In  the  past,  FSIS  has  determined  staffing  and  grade 
levels  on  the  basis  of  facilities  and  equipment.  By  employing  the  PBIS 
system  the  Agency  is  able  to  determine  the  workload  of  the  plants  much 
more  accurately  and  gauge  the  number  of  staff  years  that  a  particular 
facility  may  require  more  accurately. 

f.  Hazard  Analysis  and  Critical  Control  Point  System  (HACCP).  HACCP  is  a 
system  of  controls  which,  when  applied  to  food  processing  operations,  can 
help  prevent  hazardous,  unwholesome,  or  adulterated  food  from  reaching 
consumers.  In  late  May  1993,  Secretary  Espy  directed  FSIS  to  provide  him 
with  a  plan  for  implementing  mandatory  HACCP  in  the  nation's  meat  and 
poultry  establishments.  The  Secretary  recognized  that  such  a  system  was  a 
necessary  building  block  of  the  inspection  system  of  the  future. 

FSIS  had  for  the  previous  two  years  been  studying  HACCP.  These  efforts 
had  included  holding  numerous  public  hearings,  several  intensive 
workshops,  plus  international  symposia  and  conferences  designed  to 
publicly  explore  the  HACCP  concept  and  its  applicability  in  regulated  meat 
and  poultry  establishments.  Expert  groups  such  as  the  National  Academy  of 
Sciences,  the  National  Advisory  Committee  on  Microbiological  Criteria  for 
Foods  and  others  had  been  asked  for  their  recommendations  and  assistance 
in  this  matter. 

In  early  1994,  FSIS  will  sponsor  a  HACCP  Roundtable  designed  to  further 
and  more  completely  explore  HACCP-related  issues.  USDA  agreed  to  this 
effort  in  response  to  criticism  by  consumer  groups  that  they  had  been 
largely  left  out  of  the  process  during  the  past.  A  proposed  rule  can  be 
expected  approximately  six  months  after  tha  Roundtable. 

g.  Progressive  Enforcement  Action.  The  Progressive  Enforcement  Action  (PEA) 
was  developed  to  provide  instructions  to  FSIS  inspectors  for  application 
of  increasingly  severe  enforcement  actions  when  establishments  have 
demonstrated  an  unwillingness  or  inability  to  maintain  plant  facilities 
and  operations  in  compliance  with  FSIS  regulatory  requirements. 

The  program  details  the  stages  of  action  inspectors  will  employ  to  bring 
plants  back  into  compliance  with  the  inspection  acts.  At  any  point  in  the 
process  a  plant  manager  has  the  option  of  terminating  sanctions  by 
correcting  the  deficiencies  that  caused  enforcement  actions  to  be  taken 
against  the  plant.  Stage  I  begins  when  inspection  personnel  have 
documented  repeated  failures  in  a  plant  performance  and  plant  management 
is  unable  or  unwilling  to  act  to  effectively  prevent  recurrences.  At  this 
stage,  the  Inspector- In-Charge  meets  with  plant  officials  to  inform  them 
of  the  specific  pattern  of  problems  and  begins  the  process  that  can  lead 
to  either  corrective  actions  or  progressively  stronger  regulatory  action. 

In  Stage  II,  the  plant  is  given  a  plan  of  action  for  corrective  actions 
and  is  given  approximately  180  days  to  achieve  them.  After  correction  of 
the  problems,  the  plant  is  gradually  returned  to  its  normal  inspection 
pattern.  If  the  plant  does  not  satisfactorily  accomplish  the  required 
corrections,  the  program  proceeds  to  the  third  stage. 

The  objective  of  Stage  III  is  to  provide  noncompliant  plants  with  a  final 
opportunity  for  correcting  deficiencies  prior  to  initiating  formal  legal 
action  to  withdraw  inspection.  Failure  to  comply  with  the  provisions  of 
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the  law  may  result  in  refusal,  suspension,  or  withdrawal  of  inspection 
services  and/or  the  imposition  of  criminal  or  civil  sanctions. 

In  May  of  1993,  a  centralized,  automated,  reporting  system  was  developed 
in  order  to  maintain  records  of  plants  that  have  been  placed  under  PEA. 
During  fiscal  year  1993  only  11  plants  entered  Stage  II  and  no  plants 
required  the  application  of  Stage  III  procedures. 

h.   Clean  Meat  Production.  During  the  process  of  slaughtering  animals  and 
birds,  contamination  of  edible  meat  or  poultry  with  contents  from  the 
digestive  tract  of  animals  and  birds  or  the  mammary  gland  of  the  animal 
may  occasionally  occur.  FSIS,  by  regulation,  requires  the  removal  of 
contaminants  from  an  otherwise  wholesome  product.  In  re-emphasizing  this 
regulation,  FSIS  has  developed  proposed  programs  to  support  a  consistent 
and  comprehensive  application  of  the  zero  tolerance  standard  for  fecal, 
ingesta,  and  milk  contamination.  These  programs  prescribe  the  method  of 
removal  of  contamination  and  establish  new  requirements  for  industry 
production  with  additional  safeguards  to  control  and  prevent  the 
occurrence  of  fecal,  ingesta,  and  milk  contamination.  Secretary  Espy  has 
requested  that,  prior  to  implementation  of  these  programs,  FSIS  design  a 
microbiological  sampling  program  to  serve  as  an  adjunct  to  the  inspection 
program.  A  pilot  program  involving  sampling  at  a  variety  of  critical 
control  points  in  beef  slaughter  plants  was  initiated  in  November  1993  and 
will  continue  until  February  1994.  FSIS  is  also  taking  steps  to  initiate 
immediate  actions  on  the  clean  meat  program  in  cattle  plants  by  holding 
discussions  with  inspectors  and  supervisors  on  defect  identification 
guidelines  for  fecal,  ingesta,  and  milk  contamination  to  assure  uniform 
application  of  regulations  and  re-emphasizing  inspection  responsibilities 
in  the  areas  of  sanitary  dressing  procedures  and  carcass  inspection. 

i.   Pre-Evisceration  Sprays.  Properly  handled  water  sprays  containing  certain 
compounds  have  been  demonstrated  to  safely  control  microbial  contamination 
on  carcasses.  FSIS  ruled  in  November  1992  that  slaughter  plants  could 
request  approval  to  use  these  sprays.  Water  sprays  are  allowed  that 
contain  such  anti -microbial  agents  as  organic  acids  that  are  "generally 
recognized  as  safe"  by  the  FDA  and  other  agents  specifically  approved  for 
this  purpose.  Before  deciding  to  allow  use  of  pre-evisceration  sprays  on 
livestock  carcasses,  FSIS  evaluated  many  studies  on  carcass  sprays  and  the 
antimicrobial  effects  of  organic  acids  on  meat  tissues  and  consulted  with 
its  advisory  committee  members  and  other  experts  in  public  health  and  the 
food  and  animal  sciences. 

Pre-evisceration  sprays  are  not  to  be  used  as  substitutes  for  sanitary 
dressing  procedures.  Therefore,  their  use  is  allowed  only  in  plants  with 
FSIS-approved  partial  quality  control  programs.  When  sprays  are  used, 
inspectors  ensure  that  the  plant  is  controlling  spray  temperatures, 
concentrations,  and  pressures,  as  well  as  taking  steps  to  see  that  the 
sprays  do  not  cause  carcass  weight  gain. 

J.   Workplace  Safety.  In  fiscal  year  1993,  FSIS  took  significant  steps  to 
enhance  the  well  being  of  its  employees.  Workplace  safety  for  FSIS  in- 
plant  inspection  personnel  was  given  special  emphasis  to  assist  in 
preventing  tragedies  such  as  the  September  1991  fire  in  a  poultry  plant  in 
Hamlet,  North  Carolina,  where  25  plant  workers  died.  The  Agency  has 
increased  its  efforts  relating  to  fire  safety,  including:  annual  reviews 
of  plant  emergency  plans;  development  of  guidance  on  securing  exit  doors 
in  meat  and  poultry  plants;  increasing  safety  training  for  employees;  and 
reemphasizing  occupational  health  and  safety  committees.  The  Agency  also 
plans  to  propose  that  all  plants  furnish  smoke  detectors  in  those  areas 
occupied  by  inspection  personnel. 

k.   Pre-Qperational  Sanitation.  In  fiscal  year  1993,  FSIS  began  the 

development  of  a  pre-operational  sanitation  program  for  red  meat  slaughter 
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plants.  The  pre-operational  sanitation  effort  is  divided  into  two 
components:  1)  the  training  of  all  red  meat  slaughter  inspection  staff  in 
pre-operational  inspection  (Note:  Poultry  inspectors  are  already 
conducting  pre-operational  sanitation  inspection);  and  2)  the  training  of 
all  slaughter  inspectors  in  microbiological  testing  procedures. 

The  training  of  the  red  meat  slaughter  inspection  staff  in  pre-operational 
sanitation  is  expected  to  be  completed  in  fiscal  year  1994.  Pre-testing 
of  four  microbiological  test  kits  began  in  December  1993  with  pilot 
testing  to  begin  in  January  1994  at  10  plants.  Once  a  suitable  test  kit 
has  been  selected,  training  of  the  slaughter  inspectors  in  microbiological 
testing  procedures  will  begin. 

1 .   Product  Analysis  Scheduling  System  (PASS).  The  system  design  was 

completed  in  October  1993,  and  is  now  under  development  and  testing.  PASS 
is  a  scientific,  automated  means  to  provide  more  management  control  of  in- 
plant  food  product  sampling.  The  system  will  use  plant  and  product  class 
characteristics  obtained  from  existing  Agency  databases  to  create  sampling 
frames,  allocate  and  select  samples  based  upon  scientific  statistical 
designs,  and  electronically  distribute  sampling  requests  to  the  Inspection 
Management  System,  in  area  offices.  Sampling  requests  will  be  scheduled 
and  printed  along  with  inspector  assignment  schedules.  Inspectors  will 
collect  samples  using  sample  design  instructions  and  forward  the  samples 
to  the  laboratory  specified.  Information  on  sampling  results  will  be 
utilized  in  program  decision-making. 

m.   Transgenic  Animal  Slaughter.  Transgenic  animals  are  animals  whose  genetic 
composition  has  been  changed  by  introducing  selective  genes  (e.g. 
recombinant  ONA).  The  USDA  Office  of  Agriculture  Biotechnology  selected 
members  for  the  Agriculture  Biotechnology  Research  Advisory  Committee's 
(ABRAC)  Transgenic  Animal  Working  Group.  On  April  8,  1993,  FSIS  presented 
its  policy  on  the  slaughter  of  transgenic  food  animals  to  this  committee 
in  a  public  meeting.  On  June  29-30,  1993,  a  public  meeting  of  the  full 
ABRAC  body  was  held,  to  discuss  the  findings  of  the  Transgenic  Animal 
Working  Group  and  finalize  the  ABRAC  recommendation  to  FSIS.  ABRAC s 
guidance  of  and  concurrence  with  any  FSIS  policy  on  transgenic  animal 
slaughter  was  deemed  essential  to  accommodate  public  concern  about  the 
safety  and  Federal  oversight  of  the  food  applications  of  animals  resulting 
from  biotechnology  research. 

n.   Rapid  Tests  and  Chemical  Residues.  In  fiscal  year  1993,  FSIS  conducted 
116,653  Swab  Test  on  Premises  (STOP)  tests  to  detect  the  presense  of 
antibiotics  in  meat  and  poultry,  82,261  Calf  Antibiotic  and  Sulfa  Tests 
(CAST)  were  conducted  to  detect  antibiotics  and  sulfa  drugs  in  bob  veal 
calves,  and  112,440  Sulfa  on  Site  (SOS)  tests  were  conducted  to  detect 
violative  levels  of  drug  sulfamethazine  in  hogs.  The  Fast  Antimicrobial 
Screen  Test  (FAST)  was  developed  in  1991  to  replace  CAST  and  STOP.  It 
detects  both  antibiotics  and  sulfonamide  drug  residues  in  animal  tissues. 
The  preliminary  report  produced  from  the  analysis  of  data  gathered  from 
the  field  tests  which  concluded  at  the  end  of  January  1992,  indicates  that 
the  FAST  test  is  as  accurate  as  the  STOP  and  CAST  tests.  FAST  is  being 
produced  commercially,  and  is  scheduled  for  implementation  in  five  calf 
plants  in  January  1994.  Training  manuals  are  being  developed,  and  field 
supplies  will  be  provided  for  performing  the  FAST  test  by  inspectors  in 
the  field. 

o.   Bacterial  Control  in  Poultry  Processing.  Results  of  the  Puerto  Rico 
Bacterial  Control  Project  describing  the  poultry  processing  linespeed 
study  show  that  ready-to-cook  poultry  microbiological  loads  are 
independent  of  processing  linespeeds.  The  studies  also  confirm  that 
broilers  become  cleaner  as  they  progress  through  processing,  including 
immersion  chilling.  FSIS  completed  a  Salmonella  inhibitor  (feed  additive) 
study  in  March  of  1993.  This  biological  additive  is  added  to  poultry  feed 
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during  manufacture,  and  is  relatively  inexpensive.  It  has  the  ability  to 
kill  Salmonella  present  in  feed  ingredients  and  prevent  contamination  from 
recurring  in  feed  during  transport,  storage  and  feeding.  This  initial 
trial  indicated  its  effectiveness  in  controlling  Salmonella  contamination 
in  poultry  feed,  and  will  reduce  the  levels  of  organisms  on  processed 
broilers.  Additional  trials  will  be  conducted  to  see  if  there  is  a 
cumulative  effect  which  reduces  or  eliminates  Salmonella  in  the  broiler 
environment  when  the  treated  feed  is  used  repeatedly  in  grow-out  houses 
(houses  where  poultry  are  raised  from  chicks  to  slaughter  age). 

5.   Regulatory  and  Enforcement  Actions: 

a.  Regulatory  Actions.  FSIS  published  a  final  rule,  "Nutrition  Labeling  of 
Meat  and  Poultry  Products,"  that  amended  the  meat  and  poultry  inspection 
regulations  to  permit  voluntary  nutrition  labeling  on  single-ingredient, 
raw  products  and  to  establish  mandatory  nutrition  labeling  for  most  other 
meat  and  poultry  products. 

FSIS  also  published  final  rules  that  permit:  1)  a  more  efficacious  use 
level  of  sodium  citrate  in  blood  to  prevent  coagulation  during  collection; 
2)  allow  the  use  of  a  30  percent  solution  of  citric  acid  as  a  means  of 
preserving  the  fresh  color  of  cured  pork  products  packaged  for  retail 
sale;  3)  permit  the  use  of  potassium  lactate  and  sodium  lactate  as  flavor 
enhancers  and  flavoring  agents  in  various  meat  and  poultry  products;  4) 
allow  use  of  tocopherols  and  citric  acid  in  various  meat  products  as 
alternative  antioxidants  and  synergists,  respectively;  and  5)  allow  the 
use  of  smoke  flavorings  and  artificial  smoke  flavorings  in  meat  and 
poultry  products  without  prior  FSIS  approval. 

b.  Detentions.  A  total  of  796  detentions  of  adulterated  meat  and  poultry 
products,  with  a  corresponding  weight  of  13,081,409  pounds,  occurred 
during  fiscal  year  1993.  Some  of  the  more  significant  product  detentions 
include  the  following: 

•  1,857,182  pounds  of  various  meat  products  were  found  to  be  adulterated 
due  to  an  ammonia  gas  leak.  The  products  were  returned  to  two  Federal 
establishments  for  reinspection.  43,806  pounds  were  condemned  and 
1,813,376  pounds  were  released. 

•  1,650,000  pounds  of  meat  products  were  detained  due  to  water  damage 
caused  by  river  flooding  at  a  warehouse  in  Iowa.  Final  product 
disposition  is  still  pending. 

•  1,107,144  pounds  of  hams  which  bore  incomplete  labeling  information. 
The  product  was  relabeled  at  the  warehouse  under  the  control  of  the 
Inspector- In-Charge. 

•  610,985  pounds  of  various  meat  and  poultry  products  which  were  found 
to  be  rodent  adulterated. 

•  450,225  pounds  of  meat  which  was  adulterated  due  to  an  ammonia  gas 
leak. 

•  586,105  pounds  of  meat  products  were  found  to  be  rodent  adulterated. 

c.   Enforcement  Actions.  In  October  1992,  a  Maryland  firm  was  fined  $2,000 
and  placed  on  one  year's  probation  for  selling  consumers  goat  meat 
adulterated  with  hair,  dirt,  and  ingesta.  Earlier,  the  owner  of  the 
firm  pled  guilty  to  two  misdemeanor  counts  on  behalf  of  the  company. 
The  action  came  as  a  result  of  a  joint  investigation  by  the  Office  of 
the  Inspector  General  and  FSIS  compliance  officers. 
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In  October  1992,  a  county  district  court  in  Pennsylvania  fined  a 
Federally  inspected  meat  plant  $1,250  for  selling  mislabeled  venison. 
The  firm  pled  no  contest  to  two  counts.  Laboratory  samples  collected 
by  compliance  officers  confirmed  venison  in  beef  and/or  pork  products. 
The  case  against  the  firm  resulted  from  a  joint  cooperative  effort  by 
FSIS  inspectors,  compliance  officers,  and  the  Pennsylvania  Game 
Commission. 

In  November  1992,  a  Federal  Court  fined  an  Iowa  corporation  $30,000  for 
shipping  4,100  pounds  of  adulterated  meat  products  that  were 
contaminated  by  rodents.  In  August,  1992,  the  chairman  and  executive 
officer  of  the  firm  pled  guilty  to  one  felony  charge  on  behalf  of  the 
company. 

In  November  1992,  the  owner  of  a  food  market  in  Maryland  pled  guilty  to 
one  count  of  selling  adulterated/uninspected  goat  meat.  A  district 
court  sentenced  the  proprietor  of  the  establishment  to  serve   three 
years  probation  and  ordered  him  to  pay  a  fine  of  $500.  The  legal 
action  stemmed  from  a  joint  FSIS  investigation. 

In  January  1993,  the  USDA  agreed  to  halt  plans  to  withdraw  inspection 
services  from  a  Federally  inspected  neat  processing  firm  in 
Pennsylvania  and  two  affiliated  firms  on  condition  that  the  firms 
comply  with  the  provisions  of  the  consent  decision  and  order.  The 
order  included  a  two  week  suspension  of  inspection  services  from  the 
Pennsylvania  location  and  requires  all  three  firms  to  implement  in- 
plant  production  control  programs  to  prevent  manufacture,  storage,  or 
sale  of  adulterated  or  mis branded  products.  The  order  requires 
operational  and  financial  divestiture  of  the  firm's  secretary/operator. 
It  also  includes  provisions  for  summary  withdrawal  of  inspection 
services  if  further  violations  are  committed.  The  action  to  withdraw 
services  was  taken  after  the  firm  and  its  secretary/operator  were 
convicted  of  two  felony  counts  each  for  mail  fraud  and  selling  and 
distributing  product  labeled  as  beef  that  contained  chicken  and  pork. 

In  January  1993,  the  USDA  agreed  to  halt  plans  to  withdraw  inspection 
services  from  a  Federally  inspected  slaughtering  and  meat  processing 
plant  in  Puerto  Rico  on  condition  that  the  firm  complies  with  the 
provisions  of  the  consent  decision  and  order  which  includes  the 
operational  and  financial  divestiture  of  the  firm's  president  for  five 
years.  The  order  also  includes  four  weeks  suspension  of  inspection 
services  and  a  program  to  assure  that  meat  products  containing  more 
than  one  species/ingredient  are  processed  in  compliance  with  USDA 
requirements.  The  firm's  owner  was  convicted  on  three  felony  counts 
for  preparing,  selling,  and  transporting  adulterated  and  misbranded 
ground  beef  that  contained  pork. 

In  March  1993,  a  United  States  District  Court  in  New  Jersey  found  a 
poultry  slaughterer  in  contempt  of  a  previous  Default  Judgment  which 
permanently  enjoined  the  firm  from  selling  or  transporting  uninspected 
meat  or  poultry.  The  judge  fined  the  firm  $35,000  for  violating  the 
injunction  on  at  least  seven  occasions  since  July  1990. 

In  June  1993,  a  U.S.  District  Court  for  the  Western  District  of 
Kentucky  convicted  a  retail  store  and  its  owner  on  two  misdemeanor  and 
eight  felony  counts  for  adulterating  pork  sausage  and  ground  beef  with 
sodium  benzoate.  The  judge  placed  the  owner  on  probation  for  one  year 
and  fined  both  the  firm  and  him  $5,000  each. 

In  June  1993,  a  U.S.  District  Court  in  Massachusetts  placed  a  co-owner 
of  a  aefunct  Federal  establishment  on  probation  for  24  months  for 
selling  ungraded  beef  mislabeled  as  "Choice",  billing  customers  for 
more  weight  than  was  supplied,  and  altering  evidence.  The 
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establishment  and  two  other  company  officials  were  also  fined  $5,000 
for  similar  violations.  The  other  co-owner  was  placed  on  24  months  of 
home  detention  in  lieu  of  prison  and  the  salesman  was  placed  on 
probation  for  5  years  and  ordered  to  perform  500  hours  of  community 
service.  The  Justice  Department's  case  against  the  firm  and 
individuals  resulted  from  a  joint-cooperative  effort  by  USDA  and  Food 
and  Drug  compliance  officers. 

In  June  1993,  a  New  York  retail  firm  and  its  owner  entered  into  a 
"Supplemental  Consent  and  Judgement  Decree".  The  terns  of  the  decree 
state,  among  other  things,  that  if  any  violation  of  the  Federal  Heat 
Inspection  Act  or  Poultry  Products  Inspection  Act  are  found  the 
defendant(s)  shall  immediately  be  rendered  liable  in  the  amount  of 
$23,700,  plus  interest.  Both  the  original  and  supplemental  "decrees" 
were  a  result  of  repeated  violations  of  the  Poultry  Products  Inspection 
Act  by  the  business. 

In  July  1993,  a  Federal  Court  in  Iowa  sentenced  the  owner  of  two 
inspected  meat  plants  and  a  company  employee  for  conspiracy,  fraud,  and 
the  sale  of  adulterated  and  misbranded  meats.  The  defendants  were 
found  guilty  of  selling  tainted  meat  and  substituting  two  and  one-half 
million  pounds  of  ungraded  meat  for  meat  labeled  "Choice".  Each  firm 
was  fined  $150,000.  The  owner  received  a  twenty-one  month  prison  term 
and  three  years  probation.  The  employee  was  sentenced  to  three  years 
probation  and  sixty  days  home  detention.  Earlier  in  the  year  another 
employee  was  sentenced  to  two  years  probation  for  selling  adulterated 
meat. 

In  August  1993,  the  Office  of  Inspector  General  reported  that  a  former 
operator  of  a  Federally  inspected  meat  plant  in  Michigan  was  sentenced 
in  a  Federal  Court  on  two  misdemeanor  counts  for  knowingly, 
intentionally,  and  unlawfully  misbranding  articles  capable  for  use  as 
human  food.  The  violations  took  place  between  April  and  November  1988, 
when  cattle  diseased  with  advanced  epithelioma  (cancer  eye)  were 
regularly  slaughtered  without  proper  inspection  and  the  neat  was  sold 
for  human  consumption.  The  defendant  was  ordered  to  pay  a  $2,000  fine. 

In  August  1993,  the  State  of  California  Attorney  General  and  the 
Alameda  District  Attorney  announced  that  a  California  super  market 
chain  agreed  to  a  $6.35  million  stipulation  judgment.  The  terms  of  the 
stipulation  judgment  include,  among  other  things,  that  the  firm  will 
pay  civil  penalties  in  the  amount  of  $3,000,000  to  be  divided  between 
the  State  of  California  and  the  County  of  Alameda.  The  firm  will  also 
pay  $2,000,000  as  restitution,  in  part,  to  the  California  Consumer 
Protection  Prosecution  Trust  Fund.  Further,  the  firm  will  donate  to 
food  banks,  $1,000,000  worth  of  food.  Additionally,  the  firm  will  pay 
$350,000  to  the  Attorney  General's  Office,  the  Alameda  District 
Attorney's  Office,  and  other  regulatory  agencies  for  costs  of  the 
investigation.  During  the  investigation,  FSIS  compliance  officers  in 
cooperation  with  the  State  of  California  Attorney  General  conducted 
reviews  at  the  firm's  retail  stores.  Evidence  gathered  during  these 
reviews  showed  that  the  retail  stores  were  engaged  in  an  ongoing 
practice  of  Introducing  undeclared  species,  such  as  pork  and  chicken, 
to  ground  beef  products  being  produced  and  sold  to  consumers  at  the 
retail  level.  The  FSIS  laboratory  in  Alameda  confirmed  product 
adulteration  by  unauthorized  ingredients. 

In  September  1993,  in  the  U.S.  District  Court  for  the  Western  District 
of  Wisconsin,  a  Federal  judge  ordered  a  Federally  inspected  meat  plant 
to  pay  a  $100,000  fine  for  knowingly  making  false  statements  in  a 
shipping  certificate  by  misrepresenting  that  shipments  of  beef  tripe 
had  been  inspected  and  passed  by  the  United  States  Department  of 
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Agriculture,  when  in  fact  the  product  had  been  condemned  for  human  food 
purposes. 

In  September  1993,  the  USDA  agreed  to  halt  plans  to  withdraw  inspection 
services  from  a  Federally  inspected  meat  processing  firm  in  Michigan  if 
the  firm  complies  with  the  provisions  of  a  consent  decision  and  order 
which  includes  a  five  year  divestiture  of  its  former  owner.  The  order 
also  incluoes  provisions  whereby  the  former  owner  is  precluded  from 
directing,  consulting,  or  conducting  any  business  with  his  armer  plant 
and  for  summary  withdrawal  of  inspection  services. 

In  1993,  the  USDA  conducted  a  special  review  of  meat  and  poultry  plants 
throughout  the  country.  The  unannounced  reviews  were  conducted  by  a 
special  FSIS  enforcement  team.  This  team,  based  in  Lawrence,  Kansas, 
conducted  special  reviews  and  made  quarterly  reports  to  the  Secretary 
on  its  findings.  Of  the  90  plants  that  were  reviewed,  52  were  cited  for 
various  violations  and  12  plants  were  placed  under  Progressive 
Enforcement  Action  (PEA). 

d.  Product  Safety.  FSIS  evaluated  10,950  nonfood  compounds  and  food 
processing  additives  to  ensure  that  they  meet  established  safety 
requirements  for  appropriate  use  during  the  processing  of  food  products 
regulated  by  FSIS. 

FSIS  evaluated  the  formulations  of  4,100  ingredient  mixtures  used  to 
formulate  meat  and  poultry  products  to  assure  their  acceptability  for 
use  in  accordance  with  established  ingredient  and  additive  labeling 
regulations  and  guidelines. 

e.  Outreach  Activities.  FSIS  participated  with  the  Food  and  Drug 
Administration  to  present  workshops  on  nutrition  labeling  that  were  co- 
sponsored  by  the  Food  Processor's  Institute  and  the  Association  of  Food 
and  Drug  Officials  at  18  sites  across  the  United  States.  The  workshops 
were  conducted  to  provide  State  and  local  regulators  and  businesses  in 
these  areas  with  information  on  how  to  comply  with  USDA  and  FDA 
nutrition  labeling  regulations. 

Labeling  Activities: 

a.  Labels  Processed  and  Approved.  During  fiscal  year  1993,  the  FSIS 
processed  a  total  of  132,676  label  applications,  and  disapproved 
10,154.  The  Quality  Control  reviews  have  continued  to  show  positive 
results  in  the  review  process.  A  decline  in  submissions  has  occurred 
as  a  result  of  the  new  nutritional  labeling  requirements.  Large 
manufacturers  are  waiting  until  all  questions  on  nutrition  labeling 
are  answered  before  printing  and  submitting  labels.  The  smaller 
companies  are  waiting  to  use  the  larger  manufacturers'  as  "models" 
for  their  labels.  A  large  influx  of  label  applications  is  expected 
after  the  first  of  the  year. 

b.  Final  Labeling  Rules  Published.  FSIS  published  a  final  rule  to  allow 
product  ingredients  present  at  individual  levels  of  2  percent  or  less 
by  weight  to  be  listed  in  the  ingredients  statement  in  other  than 
descending  order  of  predominance.  The  rule  will  allow  manufacturers 
to  adjust  ingredients  in  a  formulation  present  at  2  percent  or  less 
without  resubmitting  the  labeling  for  new  approval  each  time  such  an 
adjustment  is  made. 

c.  Safe  Handling  Instructions.  FSIS  published  an  interim  final  rule  to 
mandate  the  inclusion  of  safe  handling  instructions  on  the  labeling 
of  raw  and  partially  cooked  meat  and  poultry  products.  The  safe 
handling  label  noted  that  some  food  products  may  contain  bacteria 
that  can  cause  illness  if  mishandled  or  cooked  improperly.  The  label 
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further  notes  that  raw  meat  and  poultry  should  be:  refrigerated  or 
frozen;  thawed  in  a  refrigerator  or  microwave;  kept  separate  from 
other  foods  and  working  surfaces,  while  hands  and  utensils  should  be 
washed  after  touching  raw  meats;  cooked  thoroughly;  and,  refrigerated 
immediately  or  discarded.  Prior  to  the  effective  date  of  the  rule, 
USDA  was  challenged  in  court  by  three  grocers'  associations  on  the 
basis  that  USDA  violated  the  Administrative  Procedures  Act  in 
publishing  a  rule  without  notice  and  comment.  The  Court  found  in 
favor  of  the  plaintiffs  and  struck  down  the  rule.  The  Agency  is 
proposing  to  amend  the  Federal  meat  and  poultry  products  inspection 
regulations  to  make  safe  handling  instructions  mandatory  on  all  raw 
meat  and  poultry  product  labeling.  All  official  establishments  and 
retailers  would  be  required  to  comply  with  the  requirement  that  safe 
handling  instructions  appear  on  product  labels  by  April  15,  1994. 
The  comment  period  for  the  proposed  rule  closed  December  20,  1993. 

International  Issues: 

a.  U.S.  Exports.  In  November  1992,  the  U.S.  Trade  Representative 
announced  that  the  U.S.  and  the  European  Community  (EC)  signed  an 
agreement  ending  the  dispute  over  the  Third  Country  Directive.  The 
announcement  followed  several  years  of  a  near-stalemate  in  resolving 
technical  inspection  issues  concerning  the  application  of  the  EC's 
Third  Country  Directive,  which  details  requirements  for  red  meat 
slaughter  plants  that  want  to  export  to  the  EC.  Since  the  signing, 
the  EC  has  approved  a  number  of  plants,  allowing  the  U.S.  to  resume 
exporting  product  to  the  EC. 

During  1992,  the  most  recent  year  for  which  statistics  are  available, 
the  U.S.  exported  over  1.36  million  metric  tons  (3.0  billion  pounds) 
of  red  meat  and  poultry  to  over  100  countries. 

The  United  States  and  Russian  officials  have  negotiated  a  bilateral 
agreement  which  will  facilitate  entry  of  beef,  pork,  and  poultry 
products  into  Russia,  upon  U.S.  certification  that  the  product  is 
free  of  numerous  diseases  of  public  health  and  animal  health  concern 
to  the  Russians. 

The  first  of  three  deliveries  of  fresh  frozen  pork  totaling  8,119,392 
pounds  was  sent  to  Russia  in  early  November  1993.  This  product  was 
purchased  from  five  different  U.S.  producers  by  AMS  on  behalf  of  the 
Commodity  Credit  Corporation  for  donation  to  the  Russian  government. 
Two  additional  deliveries  are  included  in  this  program  that 
represents  $19  million  of  pork  carcasses. 

b.  Country  Eligibility  of  Red  Meat  and  Poultry  Products.  FSIS  conducted 
on-site  reviews  of  inspection  programs  in  all  eligible  exporting 
countries.  There  were  35  countries  eligible  to  export  to  the  U.S.  at 
the  end  of  the  fiscal  year. 

Paraguay  and  Spain  reactivated  their  country  meat  export  eligibility 
status  in  1993.  After  a  lapse  of  several  years,  Iceland  was  granted 
an  annual  certification  and  can  now  certify  establishments  to  export 
meat  products  to  the  U.S. 

c   Export  Certification  Information  System.  The  Customs  Service  and 
FSIS  have  initiated  a  joint  project  to  share  data  collected  first  by 
Customs,  from  brokers  and  foreign  government  officials,  and  then 
transmitted  electronically  to  FSIS.  This  project  will  begin  as  an 
electronic  data  interchange  between  Australia,  New  Zealand,  and  the 
U.S.,  with  Customs  taking  the  lead  for  the  U.S.  The  three  countries 
have  agreed  to  use  a  standard  United  Nations  messaging  protocol  to 
electronically  transmit  health  certificates  (known  as  SANCERTS)  from 
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country  to  country.  Australia  and  New  Zealand  have  requested  interim 
UN  approval  of  the  standard  SANCERT  message,  which  would  allow  it  to 
be  used  on  a  trial  basis  for  testing  over  a  twelve-month  period. 
Customs  and  FSIS  are  currently  developing  the  electronic  system 
interface  that  will  allow  for  data  exchange  between  the  two  agencies. 
There  are  no  significant  problems  anticipated  in  achieving  total 
electronic  data  interchange  between  the  three  countries. 

FSIS  and  the  Customs  Service  are  also  partners  in  an  effort  to  expand 
the  electronic  data  interchange  project  to  U.S.  exports.  FSIS  is 
currently  designing  the  Export  Certification  Information  System 
(ECIS),  which  will  automate  and  centralize  the  process  of  issuing 
health  certificates  for  all  meat  and  poultry  products  exported  to 
foreign  countries.  Once  the  new  procedure  is  in  place,  Customs  and 
FSIS  will  pilot  test  the  electronic  transmission  of  export 
certificates  in  the  standard  SANCERT  format  to  Japan. 

The  Library  of  Foreign  Country  Requirements,  a  feature  of  the  Export 
Certification  Information  System,  is  available  to  U.S.  exporters. 
All  files  are  kept  current  and  dated.  The  service  is  available  24 
hours  a  day,  is  free  of  charge,  and  requires  minimal  computer 
equipment  on  the  part  of  exporting  firms. 

World  Congress  on  Heat  and  Poultry  Inspection.  Representatives  from 
11  countries  and  the  European  Community  Commission  gathered  at 
College  Station,  Texas,  October  11-14,  1993,  for  the  World  Congress 
on  Meat  and  Poultry  Inspection.  FSIS  and  Texas  A  &  M  University  co- 
hosted  the  Congress.  Topics  addressed  in  working  sessions  were  pre- 
harvest  and  post-harvest  pathogen  reduction,  traditional  post-mortem 
inspection,  residue  control,  risk  analysis,  and  microbiological 
criteria.  Comprehensive  safety  assurance  is  to  be  achieved  by 
applying  risk  analysis  concepts  in  each  phase  of  the  meat  and  poultry 
production  and  consumption  cycle.  Integrated  systems  approaches 
incorporating  Hazard  Analysis  and  Critical  Control  Points  (HACCP) 
were  advocated.  Cooperation  and  communication  among  producers, 
processors,  distributors,  consumers  and  regulatory  authorities,  and 
the  education  of  all  food  handlers  were  seen  as  a  necessity  in 
raising  the  level  of  confidence  in  systems  for  assuring  the  safety  of 
meat  and  poultry  products  and  other  foods. 


8.   Consumer  Services: 


Flood  Relief.  FSIS  provided  extensive  food  handling  information  to 
consumers  in  the  mid-Western  States  affected  by  the  devastating 
floods. 

Consumer  and  Food  Safety  Education.  As  a  result  of  the  tragic 
outbreaks  of  L.  coli  0157:H7  bacteria,  FSIS  focused  its  major 
consumer  efforts  on  educating  the  public  about  the  hazards  of  L.  coli 
0157:H7  and  how  to  prevent  illness  from  the  bacteria.  FSIS  prepared 
background  papers,  speeches,  special  feature  articles,  TV  and  radio 
public  service  announcements  on  E^.  coli.  and  also  devoted  a  special 
issue  of  Food  News  for  Consumers,  a  quarterly  magazine  targeted  to 
food  editors  of  newspapers  and  magazines,  to  f^.  coli  information. 
Several  of  the  articles  on  j^  coli  were  reprinted  and  distributed 
through  conventions  and  special  mailings  to  consumer  organizations. 

FSIS  and  FDA  held  a  teleconference  for  State  health  officials  to 
discuss  the  lessons  learned  from  L.  coli  outbreaks  and  the  steps  to 
take  to  prevent  foodborne  illnesses.  The  satellite-beamed  conference 
reached  health  professionals  in  49  States. 
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During  fiscal  year  1993  the  Meat  and  Poultry  Hotline  received 
approximately  158,000  calls  from  consumers,  business  people, 
students,  teachers,  and  the  media. 

Approximately  800  media  contacts  reached  millions  of  people  through 
information  placements  in  newspapers,  magazines,  television,  radio, 
and  various  publications.  Audiovisual  aids  were  produced  for 
distribution  to  the  general  public  and  professional  audiences  and 
information  was  disseminated  through  conventions  and  trade 
organizations. 
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PASSENGER  MOTOR  VEHICLES 

Age  and  mileage  data  for  passenger  motor  vehicles  on  hand  as  of 
September  30,  1993  are  as  follows: 


Age  Data 

Lifetime 

Mileage 

(thousands) 

Mileage  Data 

Age-Year 

htodel 

Number  of              Percent 
Vehicles              of  Total 

Number  of               Percent 
Vehicles              of  Total 

1988  Toyota  1  100  65-75  1  100 


The  passenger  motor  vehicle  owned  by  Food  Safety  and  Inspection  Service  is  used  by  Import 
Inspectors  in  American  Samoa. 


WITNESSES 


Page 

Alaska  Seafood  Marketing  Institute  176 

Architzel,  Paul  463 

Bolinger,  Madge  463 

Brady,  J.A 100 

California  Avocado  Commission  166 

California  Cling  Peach  Advisory  Board  171 

California  Raisin  Advisory  Board 161 

Calvani,  Jerry  41 

Clayton,  K.C  687 

Corcoran,  Andrea  463 

Dewhurst,  S.B 1,  193,  687,  819,  909 

Douglas,  Richard 181 

Duncan,  Jim 41,  128 

Gaskill,  RL  41 

Gilliland,  J.S  819 

Goldhwait,  C.E 1,  193 

Griswold,  Copeland 105 

Hardin,  John,  Jr 41,  122 

Hatamiya,  L.S  687 

Holum,  B.P  463 

Hudnall,  W.J  909 

Jensen,  Patricia 687,  909 

Johnson,  Richard 41,  117 

Kelly,  J.M  819 

Kirby,  Claudia '. 41 

Lovelady,  W.T  101 

Luken,  B.L 819 

Massaro,  L.P  687 

McGuire,  Richard 41 

McLendon,  R.E 102 

Medley,  T.L  909 

Mielke,  John 463 

Moos,  Eugene 1,  193 

Nef,  C.E  ., 158 

Pierce,  T.A  98 

Rayner,  Ron 97 

Roeder,  J.A  687 

Schlect,  Chris  41 

Schneider,  F.H.,  III 104 

Schroeter,  R.B 1,  193 

U.S.  Apple  Export  Council  152 

Wagner,  Lynnett  193 

West,  W.L  909 

Whipple,  John 41,  106 

(i) 
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Wilson,  Pete  150 

Wilson,  Winston  188 
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